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PARTICIPATION  SALES  ACT  OF  1966 


TUESDAY,  APRIL  26,  1966 

U.S.  Senate, 

Committee  on  Banking  and  Currency, 

Washington ,  D.C. 

The  committee  met,  pursuant  to  notice,  at  10 :05  a.m.,  in  room  5302, 
New  Senate  Office  Building,  Senator  A.  Willis  Robertson  presiding. 

Present:  Senators  Robertson,  Sparkman,  Douglas,  Proxmire, 
Muskie,  and  Bennett. 

The  Chairman.  The  committee  will  please  come  to  order. 

I  called  a  meeting  of  the  full  committee  this  morning  to  hear  testi¬ 
mony  concerning  a  bill  relating  to  the  sale  of  participation  certificates 
secured  by  agency  loans  reported  by  the  House  Banking  and  Currency 
Committee.  It  is  pending  on  the  House  side,  and  the  House  is  ex¬ 
pected  to  act  on  the  bill  one  day  this  week.  . 

We  have  passed  a  bill  which  would  authorize  the  Small  Business 
Administration  to  sell  these  participation  certificates,  S.  2499,  but  the 
Administration  would  like  to  have  that  enlarged  to  include  at  leas 

four  other  agencies,  and  that  is  in  the  House  bill. 

So,  at  the  request  of  the  White  House,  I  have  called  this  more  or 
less  emergency  meeting  of  our  committee.  The  Appropriations  Com¬ 
mittee  had  previously  scheduled  a  number  of  hearings  for  this  morn¬ 
ing  other  committees  have  hearings  scheduled,  and  it  is  just  im¬ 
possible  for  Members  of  the  Senate  to  be  m  two  places  at  once. 

So  we  couldn’t  get  a  full  attendance  here  because  members  of  the 
committee  wTho  had  bills  up  that  were  actually  pending  t  ioug 1  ia 
they  would  have  plenty  of  time  to  reach  these  hearings  after  the  House 
had  sent  the  bill  over  to  us  and  we  had  further  hearings  on  it. 

We  are  pleased  to  have  with  us  this  morning  the  Under  Secretary 
of  the  Treasury,  Mr.  Barr.  In  fact  he  is  now  the  Acting  Secretary, 
because  I  understand  that  the  Secretary  is  m  some  foreign  country  at 
the  present  time. 

We  also  have  the  Director  of  the  Budget. 

So,  gentlemen,  you  may  proceed,  each  one  of  you  taking  such  time 
as  you  see  fit,  and  then  we  may  be  asking  you  some  questions. 

(A  copy  of  the  bill,  H.R.  14544,  as  reported,  follows:) 
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Union  Calendar  No.  629 


SOtii  CONGRESS 
2d  Session 


H.  R.  14544 


[Report  No.  1448] 


IN  THE  HOUSE  OF  REPRESENTATIVES 

April  20, 1966 

Mi-.  Patman  introduced  the  following  bill;  which  was  referred  to  the  Com¬ 
mittee  on  Banking  and  Currency 

April  25, 1966 

Reported  with  amendments,  committed  to  the  Committee  of  the  Whole  House 
on  the  State  of  the  Union,  and  ordered  to  be  printed 


A  BILL 

To  promote  private  financing  of  credit  needs  and  to  provide  for 
an  efficient  and  orderly  method  of  liquidating  financial  assets 
held  by  Federal  credit  agencies,  and  for  other  purposes. 

1  Be  it  enacted  by  the  Senate  and  House  of  Representa- 

2  fives  of  the  United  States  of  America  in  Congress  assembled, 

3  That  this  Act  may  be  cited  as  the  “Participation  Sales  Act 

4  of  1966”. 

5  Sec.  2.  (a.)  Section  302(c)  of  the  Federal  National 

6  Mortgage  Association  Charter  Act  is  amended — 
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(1)  by  inserting  “(1)”  immediately  following 

“(c)”; 

(2)  by  inserting  after  “undertakings  and  activities’' 
a  comma  and  “hereinafter  in  this  subsection  called 
‘trusts’,” ; 

(3)  by  striking  out  the  words  “offered  to  it  by 
the  Housing  and  Home  Finance  Agency  or  its  Admin¬ 
istrator,  or  by  such  Agency’s  constituent  units  or 
agencies  or  the  heads  thereof,  or  any  first  mortgages  in 
which  the  United  States  or  any  agency”  in  the  first 
sentence  thereof  and  by  inserting  “and  other  types  of 
securities,  including  any  instrument  commonly  known 
as  a  security,  hereinafter  in  this  subsection  called  ‘obliga¬ 
tions,’  in  which  the  United  States  or  any  executive 
department,  agency,”; 

(4)  by  striking  out  the  third  sentence  thereof  and 
substituting  therefor  the  following:  “Participations  or 
other  instruments  issued  by  the  Association  pursuant 
to  this  subsection  shall  to  the  same  extent  as  securities 
which  are  direct  obligations  of  or  obligations  guaranteed 
as  to  principal  or  interest  by  the  United  States  be 
deemed  to  be  exempt  securities  within  the  meaning  of 
laws  administered  by  the  Securities  and  Exchange  Com¬ 
mission.”;  and 

(5)  by  striking  out  the  fourth  sentence  thereof. 
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(b)  Section  302  (c)  of  such  Act  is  further  amended  In- 
adding  the  following: 

“(2)  N otwithstandhig  any  ether  provision  nf  lawy 
Subject  to  the  limitations  provided  in  paragraph  (A)  of  this 
subsection,  the  head  of  any  executive  department,  agency, 
or  instrumentality  of  the  United  States,  hereinafter  in  this 
subsection  called  the  “trustor”,  is  authorized  to  set  aside  a 
part  or  all  of  any  obligations  held  by  him  and  subject  them  to 
a  trust  or  trusts  and,  incident  thereto,  may  shall  guarantee 
to  the  trustee  timely  payment  thereof.  The  trust  instru¬ 
ment  may  provide  for  the  issuance  and  sale  of  beneficial  in¬ 
terests  or  participations,  by  the  trustee,  in  such  obligations  or 
in  the  right  to  receive  interest  and  principal  collections  there¬ 
from  ;  and  may  provide  for  the  substitution  or  withdrawal  of 
such  obligations,-  or  for  the  substitution  of  cash  for  obliga¬ 
tions.  The  trust  or  trusts  shall  be  exempt  from  all  taxation. 
The  trust  instrument  may  also  contain  other  appropriate  pro¬ 
visions  in  keeping  with  the  purposes  of  this  subsection.  Not¬ 
withstanding  any  other  provision  of  lawy  the  The  Association 
may  be  named  and  may  act  as  trustee  of  any  such  trusts  and, 
for  the  purposes  thereof,  the  title  to  such  obligations  shall 
be  deemed  to  have  passed  to  the  Association  in  trust-r  Pro¬ 
vided:  That  the  .  The  trust  instrument  shall  provide  that 
custody,  control,  and  administration  of  the  obligations  shall 
remain  in  the  trustor  subjecting  tbe  obligations  to  the  trust, 
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1  subject  to  transfer  to  the  trustee  in  event  of  default  or  prob- 

2  able  default,  as  determined  by  the  trustee,  in  the  payment  of 

3  principal  and  interest  of  the  beneficial  interests  or  participa- 

4  tions.  Collections  from  obligations  subject  to  the  trust  shall 

5  be  dealt  with  as  provided  in  the  instrument  creating  the  trust. 

6  The  trust  instrument  shall  provide  that  the  trustee  will 

7  promptly  pay  to  the  trustor  the  full  net  proceeds  of  any  sale 

8  •  of  beneficial  interests  or  participations  to  the  extent  they  are 

9  based  upon  such  obligations  or  collections.  Such  proceeds 

10  shall  be  dealt  with  as  otherwise  provided  by  law  for  sales  or 

11  repayment  of  such  obligations.  The  effect  of  both  past  and 

12  future  sales  of  any  issue  of  beneficial  interests  or  participa- 

13  tions  shall  be  the  same,  to  the  extent  of  the  principal  of  such 

14  issue,  as  the  direct  sale  of  the  obligations  subject  to  the  trust. 

15  Any  trustor  creating  a  trust  or  trusts  hereunder  is  authorized 

16  to  purchase,  through  the  facilities  of  the  trustee,  outstanding 

17  beneficial  interests  or  participations  to  the  extent  of  .the 

18  amount  of  his  responsibility  to  the  trustee  on  beneficial  in- 

19  terests  or  participations  outstanding,  and  .to  pay  his  proper 

20  share  of  the  costs  and  expenses  incurred  by  the  Federal  Na- 

21  tional  Mortgage  Association  as  trustee  pursuant  to  the  trust 

22  instrument,  and  for  these  purposes  may  use  any  appropriated 

23  funds  or  other  amounts  available  to  him  for  the  general  pur- 

24  poses  or  programs  to  which  the  obligations  subjected  to  the 


25  trust  are  related. 


1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 
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5 

“(3)  If  When  any  trustor  shah  guarantee  guarantees 
to  the  trustee  the  timely  payment  of  obligations  he  subjects 
to  a  trust  pursuant  to  this  subsection,  and  it  becomes  neces¬ 
sary  for  such  trustor  to  meet  his  responsibilities  under  such 
guaranty,  he  is  authorized  to  fulfill  such  guaranty  by  using 
any  appropriated  funds  or  other  amounts  available  to  him  for 
the  general  purposes  or  programs  to  which  the  obligations 
subjected  to  the  trust  are  related. 

“  (4)  The  Association,  as  trustee;  is  authorized  te  issue 
and  sell  beneficial  interests  or  participations  under  this  sub¬ 
section;  notwithstanding  that  aggregate  receipts  from  obb- 
gations  subject  to  the  related  trust  are  or  may  become  insuf- 

fimnni  1  n  n  n~i  Annf  f  A  r\VAvi  r]  p  (V\r»  flap  nnT  7~t~n  ATI  t  lit:  tKp  t  vnot  aa 
llvlvll  1/  111  ttlllv/tl IIT  tv  L/ 1  v'  V  1UL'  TTTx  tllv  lltl/  V  inen  i>  U  V  lllv  TTuuTTTU 

-(on  a  timely  basis  out  of  current  receipts  or  otherwise)  of 
ah  interest  or  principal  on  sueb  interests  or  participations 
-(after  provision  for  ah  costs  and  expenses  incurred  by  the 
trustee;  fairly  prorated  among  trustors) -?  Provided.  That  no 
such  beneficial  interests  or  participations  shah  be  issued  in 
relation  to  any  obligations  unless  the  trustee  determines  there 
is  a  reasonable  probability  there  will  not  he  an  insufficiency 
as  aforesaid,-  or  unless  the  amounts  issued  are  wltlfin  aggro 
gate  principal  amounts  authorized  m  advance  in  appropria- 
tien  Acts,-  and  it  shah  he  in  order  to  include  provisions 
authorizing  such  issuance  in  an  appropriation  Actr  When 
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1  ever  sueh  an  aggregate  principal  amount  is  se  authorized; 

2  there  shall  he  established  en  the  beets  ef  the  Treasury  as 

3  indefinite  appropriations  sueh  sums  as  may  he  aeeessary  frerft 

4  te  time  te  enable  the  trustor  te  pay  the  trustee,  sueh* 

5  insufficiency  as  the  trustee  may  mpfire  en  account  el  eut- 

6  standing  beneficial  interests  er  participations,  and  sueh  truster 

7  shah  mafce  timely  payments  te  the  trustee  from  sueh  appre- 

8  priationsr  suhjeet  te  and  in  aeeerd  with  the  trust  instrument. 

9  “(4)  Beneficial  interests  dr  participations  shall  not  be 

10  issued  for  the  account  of  any  trustor  in  an  aggregate 

11  principal  amount  greater  than  is  authorized  with  respect 

12  to  such  trustor  in  an  appropriation  Act.  Any  such  author- 
12  ization  shall  remain  available  until  used. 

14  “(5)  The  Association,  as  trustee,  is  authorized  to  issue- 

15  and  sell  beneficial  interests  or  participations  under  this  sub- 
15  section,  notwithstanding  that  there  may  be  an  insufficiency 

17  in  aggregate  receipts  from  obligations  subject  to  the  related 

18  trust  to  provide  for  the  payment  by  the  trustee  (on  a  timely 

19  basis  out  of  current  receipts  or  otherwise)  of-  all  interest  or 

20  principal  on  such  interests  or  participations  (after  pro- 

21  vision  for  all  costs  and  expenses  incurred  by  the  trustee, 

22  fairly  prorated  among  trustors).  Whenever  the  issuance  of 

23  an  aggregate  principal  amount  is  authorized  pursuant  to  pai 

24  agraph  (4)  of  this  subsection,  such  an  authorization  in  an 

25  appropriation  act  shall  establish  on  the  books  of  the  Treasury 
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as  appropriations  such  sums  as  may  be  necessary  from  time 
to  time  to  enable  the  trustor  to  pay  the  trustee  such  insuffi¬ 
ciency  as  the  trustee  may  require  on  account  of  outstanding 
beneficial  interests  or  participations.  Such  trustor  shall  make 
timely  payments  to  the  trustee  from  such  appropriations, 
subject  to  and  in  accord  with  the  trust  instrument 

Sec.  3.  (a)  Section  305  (c)  of  the  Federal  National 
Mortgage  Association  Charter  Act  is  amended  by  deleting 
“by  $450,000,000  on  July  1,  1966,”. 

(b)  Section  401  (d)  of  the  Housing  Act  of  1950  is 
amended  by  deleting  “1968:”  immediately  preceding  the 
first  proviso  and  by  substituting  therefor  “1965,  and  1967 
and  1968:”. 

Sec.  4.  (a)  Section  303  (c)  of  title  III  of  the  Higher 
Education  Facilities  Act  of  1963  is  amended  by  striking  out 
the  first  nine  words  in  the  second  sentence  and  substituting 
therefor  the  following:  “For  the  purpose  of  making  pay¬ 
ments  into  the  fund  established  under  section  305”. 

(b)  Title  III  of  the  Higher  Education  Facilities  Act  of 
1963  is  further  amended  by  adding  after  section  304  the  fol¬ 
lowing  new  section: 

“revolving  loan  fund 

“Sec.  305.  (a)  There  is  hereby  created  within  the 
Treasury  a  separate  fund  for  higher  education  academic  facili¬ 
ties  loans  (hereafter  in  this  section  called  “the  fund”)  which 
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1  shall  be  available  to  the  Commissioner  without  fiscal  year 

2  limitation  as  a  revolving  fund  for  the  purposes  of  this  title. 

3  The  total  of  any  loans  made  from  the  fund  in  any  fiscal  year 

4  shall  not  exceed  limitations  specified  in  appropriation  Acts. 

5  “  (b)  (1)  The  Commissioner  is  authorized  to  transfer  to 

6  the  fund  available  appropriations  provided  under  section 

7  303  (c)  to  provide  capital  for  the  fund.  All  amounts  re- 

8  ceived  by  the  Commissioner  as  interest  payments  or  repay- 

9  ments  of  principal  on  loans,  and  any  other  moneys,  property, 

10  or  assets  derived  by  him  from  his  operations  in  connection 

11  with  this  title,  including  any  moneys  derived  directly  or  in- 

12  directly  from  the  sale  of  assets,  or  beneficial  interests  or  par- 

13  ticipations  in  assets,  of  the  fund,  shall  be  deposited  in  the, 

14  fund. 

15  “(2)  All  loans,  expenses,  and  payments  pursuant  to 

16  operations  of  the  Commissioner  under  this  title  shall  be  paid 

17  from  the  fund,  including  (but  not  limited  to)  expenses  and 

18  payments  of  the  Commissioner  in  connection  with  sale, 

19  under  section  302  (c)  of  the  Federal  National  Mortgage 

20  Association  Charter  Act,  of  participations  in  obligations  ac- 

21  quired  under  this  title.  From  time  to  time,  and  at  least  at 

22  the  close  of  each  fiscal  year,  the  Commissioner  shall  pay 

23  from  the  fund  into  the  Treasury  as  miscellaneous  receipts 

24  interest  on  the  cumulative  amount  of  appropriations  paid  out 

25  for  loans  under  this  title  or  available  as  capital  to  the  fund, 
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1  less  the  average  undisbursed  cash  balance  in  the  fund  during 

2  the  year.  The  rate  of  sucli  interest  shall  he  determined  by 

3  the  Secretary  of  the  Treasury,  taking  into  consideration  the 

4  average  market  yield  during  the  month  preceding  each  fiscal 

5  year  on  outstanding  Treasury  obligations  of  maturity  com- 

6  parable  to  the  average  maturity  of  loans  made  from  the  fund. 

7  Interest  payments  may  be  deferred  -with  the  approval  of  the 

8  Secretary  of  the  Treasury,  but  any  interest  payments  so 

9  deferred  shall  themselves  bear  interest.  If  at  any  time  the 

10  Commissioner  determines  that  moneys  in  the  fund  exceed 

11  the  present  and  any  reasonably  prospective  future  requife- 

12  ments  of  the  fund,  such  excess  may  be  transferred  to  the 

13  general  fund  of  the  Treasury.” 

14  S;ec.  5.  Section  338  (c)  of  the  Consolidated  Farmers 

15  Home  Administration  Act  of  1961  is  amended  by  striking 

16  in  the  second  sentence  “and  (8)”  and  inserting  in  lieu 

17  tkeieof  (8)  section  8  of  the  Watershed  Protection  and 

18  Flood  Prevention  Act,  as  amended  (16  U.S.C.  1006a)  ; 

19  (9)  section  32  (e)  of  the  Bankhead- Jones  Farm  Tenant 

20  Act,  as  amended  (7  U.S.C.  1011)  ;  and  (10)”;  and  by 

21  inserting  in  the  fifth  sentence  after  “title,”  the  following: 

22  “section  8  of  the  Watershed  Protection  and  Flood  Prevention 

23  Act,  as  amended,  and  section  32  (e)  of  the  Bankhead- Jones 

24  •  Farm  Tenant  Act,  as  amended,”. 

Sec.  6.  Nothing  in  this  Act  shall  be  construed  to  repeal 
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10 

or  modify  the  provisions  of  section  1820(e)  of  title  38, 
United  States  Code,  respecting  the  authority  of  the  Admin¬ 
istrator  of  Veterans’  Affairs, 

S EC.  7.  ■ Paragraph  (7)  of  section  8  of  the  Federal 
Credit  Union  Act  (1,2  U.S.C.  1757)  is  amended  to  read: 

“.(7)  to  invest  its  funds  (A)  in  loans  exclusively  to 
members;  (B)  in  obligations  of  the  United  States  of 
America,  or  securities  fully  guaranteed  as  to  principal 
and  interest  thereby;  (C)  in  accordance  with  rules  and 
regulations  prescribed  by  the -Director,  in  loans  to  other 
credit  unions  in  the  total  amount  not  exceeding  25  per 
centum  of  its  paid-in  and  unimpaired  capital  and  sur¬ 
plus;  (D)  in  shares  or  accounts  of  savings  and  loan 
associations ,  the  accounts  of  which  are  insured  by  the 
Federal  Savings  and  Loan  Insurance  Corporation;  (E) 
in  obligations  issued  by  banks  for  cooperatives,  Federal 
land  banks,  Federal  intermediate  credit  banks,  Federal 
home  loan  banks,  the  Federal  Home  Loan  Bank  Board, 
or  any  corporation  designated  in  section  101  of  the 
Government  Corporation  Control  Act  as  a  wholly  owned 
Government  corporation;  or  in  obligations,  participations, 
or  other  instruments  of  or  issued  by,  or  fully  guaranteed 
as  to  principal  and  interest  by,  the  Federal  National 
Mortgage  Association;  or  (F)  in  participation  certifi¬ 
cates  evidencing  beneficial  interests  in  obligations,  or  in 
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1  the  right  to  receive  interest  and  principal  collections  there- 

2  from,  which  obligations  have  been  subjected  by  one  or 

3  more  Government  agencies  to  a  trust  or  trusts  for  which 

4  any  executive  department,  agency,  or  instrumentality  of 

5  the  United  Slates  (or  the  head  thereof)  has  been  named 

6  to  act  as  trustee 

7  Sec.  8.  The  Secretary  of  the  Treasury,  in  consultation 

8  with  heads  of  agencies  of  the  United  States  carrying  on 

9  direct  loan  programs,  shall  conduct  a  stud//,  in  such  manner 

10  as  he  shall  determine,  on  the  feasibility,  advantages,  and 

11  disadvantages  of  direct  loan  programs  compared  to  guaran- 

12  teed  or  insured  loan  programs  and  shall  report  his  findings 

13  together  ivith  specific  legislative  proposals  to  the  Congress 

14  nut  later  Ilian  six  months  after  the  effective  date  of  this  Act. 

15  There  are  authorized  to  be  appropriated  such  sums  as 

10  necessary  for  the  purpose  of  this  section. 

STATEMENT  OP  JOSEPH  W.  BARR,  UNDER  SECRETARY  OF  THE 

TREASURY 

Mr.  Barr.  Mr.  Chairman  ancl  members  of  the  committee,  I  am  very 
"lad  to  appear  before  you  this  morning  to  support  prompt  passage  of 
the  Participation  Sales  Act  of  1966.  This  bill  would  provide  an 
efficient  and  orderly  method  for  liquidating  financial  assets  held  by 
Federal  credit  agencies  and  would  help  to  promote  private  financing 
of  Federal  credit  programs. 

This  legislation  would  extend  a  technique  that  has  been  carefully 
tested  and  has  proved  its  value  to  the  Nation.  There  is  nothing 
essentially  new  or  unusual  in  what  we  are  proposing. 

Under  authority  provided  in  1964,  the  FederalNational  Mortgage 
Association,  as  trustee,  has  already  sold  $1.6  billion  of  certificates  of 
participation  in  pools  of  assets  set  aside  by  the  Veterans'  Administra¬ 
tion,  and  by  FNMA  itself  under  its  Special  assistance  and  manage¬ 
ment  and  liquidating  functions. 
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The  Participation  Sales  Act  of  1966  would  simply  broaden  and  make 
available  on  a  government  wide  basis  this  same  authority  for  the  sale 
of  participations  in  pools  of  financial  assets  owned  by  Federal  credit 
agencies. 

Our  objective  is  to  limit  and  to  reduce  the  Government’s  portfolio 
of  direct  loans  by  substituting  private  for  public  credit  . 

We  cannot  justify  immobilizing  the  dollars  of  the  taxpayer  by 
holding  larger  and  larger  amounts  of  loans  when  the  private  credit 
markets  can  and  want  to  participate  with  us  in  our  credit  programs. 

In  1961,  our  loan  portfolio  stood  at  $25.1  billion.  By  June  30, 
1965,  it  had  increased  to  $33.1  billion.  . 

The  program  of  asset  sales  in  which  we  have  engaged  during  fiscal 
year  1966  and  the  program  that  is  proposed  in  the  President’s  Budget 
Message  for  fiscal  year  1967,  will  reduce  this  total  to  $31.5  billion  on 
June  30, 1967. 

Without  the  fiscal  year  1966  action  and  the  program  proposed  m 
the  budget,  the  portfolio  total  would  approach  $39  billion  on  June  30, 
1967.  This  kind  of  growth  in  neither  desirable  nor  necessary. 

It  is  undesirable  because  it  is  the  essential  business  of  Government 
to  help  stimulate  and  encourage  worthwhile  credit  programs,  but  not 

to  be  the  final  lender  holding  an  ever-rising  portfolio. 

It  is  unnecessary  because  the  Participation  Sales  Act  of  1966  oners 
an  attractive  alternative  in  the  form  of  substituting  private  for  public 

credit.  .  . 

The  substitution  of  private  for  public  credit  has  been  a  continuing 
objective  of  the  Congress  and  successive  administrations  foi  moie 
(1  dBCtldc 

It  is  a  recurring  theme  in  President  Eisenhower’s  budget  messages 
in  1954, 1955, 1956,  and  1958. 

Encouraging  the  flow  of  private  credit  was  strongly  supported  in 
the  1961  Report  of  the  Commission  on  Money  and  Credit  and  in  the 
1964  Report  of  President  Kennedy’s  Committee  on  Federal  Credit 
Programs. 

Expansion  of  the  asset  sales  program  was  urged  in  1963  in  a  minor¬ 
ity  report  of  the  House  Ways  and  Means  Committee  on  H.R.  6009  on 
providing  temporary  increases  in  the  public  debt  limit,  from  which 
I  quote  the  following  passages,  which  I  think  are  most  interesting. 

The  administration  also  can  always  reduee  its  borrowing  requirements  by 
additional  sales  of  marketable  Government  assets.  *  *  * 

For  example,  when  the  Secretary  of  the  Treasury  was  liefore  the  committee 
on  February  27  we  suggested  that  it  was  encumbent  upon  the  administration 
to  show  '‘good  faith”  before  coming  to  the  Congress  for  an  additional  increase 
in  borrowing  authority.  We  iminted  out  that  the  Government  held  about  $30 
billion  in  loans,  many  of  which  were  readily  marketable.  In  fact,  there  vvas 
a  verv  good  market  for  many  of  these  loans.  Instead  of  increasing  its  offering 
of  these  loans  to  private  lenders,  the  administration  was  then  acting  on  the 
supposition  that  the  Congress  would  automatically  accede  to  a  request  for  an 
increase  in  its  borrowing  authority. 

By  “its,"  I  suppose  they  mean  the  Treasury’s  borrowing  authority. 

Our  refusal  to  grant  the  administration's  request  last  February  produced 
“results  ”  In  the  interim  of  less  than  2  months  the  administration  found  that 
it  could  increase  revenues  from  the  sale  of  loans  by  an  additional  *1  billion  for 
fiscal  1963.  Now,  the  administration  estimates  that  it  will  realize  $-.0»_  bil¬ 
lion— as  contrasted  with  an  original  estimate  of  only  $0,929  billion  less  than  - 
months  ago. 
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Before  I  outline  the  procedures  which  would  be  followed  under  the 
bill,  let  me  mention  two  amendments  proposed  by  the  House  com¬ 
mittee  in  which  we  concur. 

First,  the  House  committee  proposed,  and  we  agreed,  that  it  would 
be  desirable  to  amend  the  bill  to  provide  that  no  sale  of  participation 
certificates  on  behalf  of  any  agency  could  be  undertaken  without  prior 
authorization  in  an  appropriations  act. 

As  orginally  drafted,  the  bill  provided  that  prior  authorization  in 
an  appropriations  act  for  the  sale  of  participation  certificates  would 
be  required  only  if  the  assets  pooled  by  the  agency  bore  interest  rates 
below  the  rate  at  which  the  participation  certificates  could  be  sold 
in  the  market. 

It  was  our  intention  that  the  Appropriations  Committees  should 
consider  any  sale  of  participations  where  they  would  be  need  for  ap¬ 
propriations  to  cover  expenditures  or  interest  deficiencies. 

We  were  pleased  to  accede  to  this  amendment — proposed  by  the 
minority  side  in  the  House  committee — which  will  have  the  effect  of 
strengthening  congressional  control  over  all  of  these  credit  pro¬ 
grams. 

Second,  we  agreed  to  a  change  which  would  require — rather  than 
simply  authorize — an  agency  to  guarantee  its  pooled  obligations  to 
FNMA. 

We  believed  that  circumstances  could  arise,  for  example,  in  con¬ 
nection  with  insured  FHA  loans,  in  which  a  further  guarantee  to 
FNMA,  as  trustee,  would  not  be  necessary. 

But  we  are  glad  to  accept  the  amendment,  since  its  intent  is  identi¬ 
cal  to  our  own,  which  is  to  protect  FNMA,  both  in  its  trust  and  cor¬ 
porate  character,  and  to  place  the  first  responsibility  where  it  be¬ 
longs — on  the  lending  agency,  and  ultimately  on  an  appropriation 
act  of  the  Congress  of  the  United  States. 

I  would  like  to  sketch  for  you  the  procedure  which  would  be  fol¬ 
lowed  under  this  bill : 

When  authorized  in  appropriation  acts,  each  lending  agency  could 
enter  into  a  trust  agreement  with  FNMA,  under  which  it  would  set 
aside  on  its  books  certain  of  its  loans  and  subject  them  to  a  trust. 
It  would  be  required,  for  purposes  of  the  trust,  to  guarantee  the  loans, 
including  timely  payment  of  principal  and  interest.  The  bill  would 
permit  the  substitution  of  other  loans  in  the  event  of  default  or  like¬ 
ly  default  on  any  of  the  loans  subjected  to  the  trust  agreement.  In 
fulfilling  its  guarantee,  the  lending  agency  would  be  authorized  to 
use  any  appropriated  funds  or  other  funds  available  for  the  general 
purposes  of  programs  related  to  the  entrusted  obligations. 

FNMA  would  then — up  to  the  maximum  amounts  authorized  for 
each  agency — issue  and  sell  participations  based  on  the  pooled  obli¬ 
gations  and  on  the  right  to  receive  principal  and  interest  collections 
from  those  obligations.  FNMA  would  also,  in  its  corporate  capacity, 
guarantee  all  payments  due  on  the  participation  certificates  sold. 
For  the  purpose  of  making  timely  debt  service  payments,  FNMA 
would  be  authorized  to  borrow  from  the  Treasury  under  the  pro¬ 
cedures  provided  in  subsection  (d)  of  section  306  of  the  Federal  Na¬ 
tional  Mortgage  Association  Charter  Act. 
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Because  of  the  right  of  substitution  and  the  lending  agency’s  guar¬ 
antee,  which  in  turn  runs  to  an  appropriations  act  of  the  Congress,  it 
is  not  anticipated  that  either  the  FNMA  guarantee  or  the  Treasury 
borrowing  authority  would  have  to  be  used.  These  additional  safe¬ 
guards,  however,  would  help  to  assure  the  most  favorable  market  re¬ 
ception  for  the  participation  certificates  and  minimize  the  interest 
rates  at  which  they  could  be  sold. 

Proceeds  of  the  participation  certificates  sold  would  be  paid  over  to 
the  lending  agency.  They  would  become  available  for  new  loans  only 
to  the  extent  that  repayments  of  the  underlying  obligations  can  be  used 
for  new  loans  under  existing  law  and  under  present  congressional 
controls. 

I  would  like  to  emphasize  that  point.  These  payments  can  be  used 
only  for  new  loans  under  existing  law  and  congressional  controls. 

If  the  loans  pooled  by  the  lending  agency,  piirsuant  to  an  authoriza¬ 
tion  in  an  appropriation  act,  included  obligations  bearing  submarket 
interest  rates,  an  appropriation  act  would  be  authorized  to  enable  the 
lending  agency  to  pay  FNMA  the  amount  of  any  deficiency  in  the 
interest  earned  on  the  pooled  obligations.  The  amount  would  be  the 
difference  between  the  interest  paid  by  the  borrowers  and  the  interest 
payable  on  the  participation  certificates.  If  this  payment  was  not 
made  in  timely  fashion,  FNMA,  as  part  of  its  guarantee  of  timely  pay¬ 
ment  on  the  participation  certificates,  would  itself  pay  the  amount  of 
the  deficiency — and  would  then  be  reimbursed  by  the  agency  with  in¬ 
terest,  when  funds  became  available. 

While  title  to  the  pooled  loans  would  pass  to  FNMA  in  trust,  the 
lending  agency  would  maintain  custody  and  service  of  the  loans. 
Again  let  me  stress  a  point :  the  lending  agency  would  maintain  com¬ 
plete  administrative  control  over  its  programs. 

Borrower  payments  on  the  pooled  loans  would  be  paid  to  the  lend¬ 
ing  agency.  The  agency  would  turn  the  payments  over  to  FNMA,  to 
be  applied  toward  payments  becoming  due  on  the  participation  cer¬ 
tificates.  Any  collections  in  excess  of  the  amounts  needed  for  pay¬ 
ments  on  the  participation  certificates  would  be  returned  to  the 
lending  agency,  after  deduction  of  FNMA’s  costs.  Any  additional 
expenses  would  be  paid  by  the  lending  agency,  using  either  appro¬ 
priated  funds  or  other  amounts  available  for  purposes  of  programs 
related  to  the  entrusted  obligations.  An  additional  benefit  of  this 
proposal  is  that  'the  sale  of  participation  certificates  through'  FNMA 
would  assure  the  essential  coordination  of  asset  sales  by  different  agen¬ 
cies.  It  would  not  make  sense  for  agencies  to  market  their  assets  in  a 
way  that  interfered  with  similar  efforts  on  the  part  of  sister  agencies. 
All  would  be  marketing  an  essentially  similar  product — an  obligation 
backed  by  the  Federal  G-overnment. 

Coordinated  offerings  through  FNMA  would  mean  that  market 
offerings  could  be  timed  and  adapted  in  Other  respects  to  minimize 
interest  costs,  maximize  marketability,  and,  in  general,  gain  the  great¬ 
est  benefit  from  this  technique  for  drawing  private  investment  funds 
into  Federal  credit  programs.  . 

The  bill  would  also  assure  the  most  effective  coordination  of  partici¬ 
pation  sales  operations  with  the  Treasury’s  debt  management  opera¬ 
tions.  The  Treasury  has  long-established  and  excellent  working  rela- 
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tions  with  FNMA  in  coordinating  market  operations  with  overall  debt 
management  policy. 

While  similar  arrangements  have  been  and  could  be  established  with 
other  agencies,  the  coordinating  job  grows  in  complexity  as  more  agen¬ 
cies  and  larger  sales  are  involved.  Centralizing  sales  will  avoid  un¬ 
necessary  staffing  and  other  administrative  costs. 

Scheduling  a  large  number  of  separate  agency  issues  to  avoid  market 
congestion  and  to  minimize  the  cost  to  the  Government  is  both  intri- 
cate  and  unnecessary. 

Difficulties  in  timing  and  coordination  are  compounded  during  per¬ 
iods  of  rapidly  changing  market  conditions,  leading  to  possible  dis¬ 
ruptions  of  needed  credit  programs. 

The  participation  sales  technique — as  compared  with  the  outright 
sale  of  Federal  loans — provides  significant  additional  marketing  flex¬ 
ibility.  It  thus  assures  that  Federal  agency  assets  will  be  more  readily 
saleable  and  at  lower  interest  rates. 

The  participation  technique  converts  obligations  of  relatively  nar¬ 
row  market  acceptability  into  obligations  of  broad  marketability  which 
are  attractive  to  a  wide  variety  of  purchasers:  banks,  insurance  com¬ 
panies,  pension  funds,  and  other  institutional  investors. 

For  example,  if  the  Government  were  to  sell  directly  the  home  mort¬ 
gages  which  it  now  holds,  most  of  these  mortgages  would  be  bought 
by  institutions  (such  as  savings  and  loans  and  mutual  savings  banks) 
which  normally  supply  a  large  part  of  the  credit  needs  of  the  home 
mortgage  market.  The  result  would  be  to  put  this  particular  sector 
of  the  credit  market  under  increased  pressure. 

However,  if  these  mortgages  are  marketed  via  the  participation 
route,  the  purchasers  would  include  the  whole  spectrum  of  investors, 
including  those  which  normally  do  not  invest  in  home  mortgages  such 
as  corporations,  personal  trusts,  and  State  and  local  government  pen¬ 
sion  funds. 

Thus  the  sale  of  home  mortgages  in  a  pool  of  assets  (as  contrasted 
with  the  direct  sale  of  mortgages)  would  tend  to  ease,  rather  than  in¬ 
crease,  pressures  on  the  home  mortgage  market. 

Since  the  FNMA  participation  instruments  have  already  gained 
broad  acceptance  in  the  market,  the  Government  should  capitalize  on 
this  proven  experience  and  avoid  the  startup  costs  that  other  agencies 
encounter  if  they  approached  the  market  individually. 

This  bill  is  a  recognition  of  and  response  to  the  growing  size  and 
complexity  of  Federal  credit  program  financing  operations  and  the 
need  for  coordinating  these  operations  with  the  overall  financial  activi¬ 
ties  of  the  Federal  Government. 

I  fully  endorse  this  legislation  and  urge  its  prompt  enactment. 

Mr.  Chairman,  this  concludes  my  formal  statement.  Since  this 
statement  was  printed  there  has  been  called  to  my  attention  another 
technical  amendment  which  I  would  like  to  call  to  the  committee's 
attention. 

In  the  hearings  before  the  House  committee,  Director  Schultze  and 
I,  after  deliberation  with  our  colleagues,  accepted  an  amendment  pro¬ 
posed  by  Congressman  Widnall  which  would  place  all  sales  of  these 
direct  loans,  whether  or  not  they  are  at  submarket  or  at  market  rates, 
under  the  authority  of  the  Appropriations  Committees. 
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We  were  glad  to  accept  this  amendment,  as  I  mentioned  in  my  state¬ 
ment,  because  it  followed  the  intent  that  we  are  trying  to  follow  here, 
to  place  these  programs  under  careful  and  close  congressional  scrutiny. 

However,  we  have  been  informed  that  FNMA  has  an  offering  plan 
roughly  as  follows:  about  $350  million  on  SBA  loans  and  perhaps 
$200  million  in  FAA  and  VA  mortgages. 

By  accepting  this  amendment  we  have  probably  knocked  out  the 
$200  million  sale  of  FHA  and  VA  mortgages.  Therefore,  we  are  pro¬ 
posing  that  this  legislation  not  require  Appropriation  Committee  ac¬ 
tion  for  these  sales  during  fiscal  1966. 

Acceptance  of  this  technical  amendment  would  enable  the  proposed 
sale,  which  is  legal  under  existing  law,  to  go  forward  as  we  had 
planned,  but  it  does  not  lessen  the  urgency  for  prompt  action  on  this 

bill.  .  .  . 

If  we  are  to  proceed  with  the  program  to  sell  $4.7  billion  m  assets 
next  year,  as  the  President  has  envisaged,  it  will  be  necessary,  if  this 
legislation  is  enacted,  to  go  back  to  the  Appropriations  Committees 
and  get  their  approval  for  the  whole  program.  If  this  legislation 
is  enacted  promptly,  we  would  move  directly  into  the  appropriation 
process  and  hopefully  get  the  approval  of  the  Appropriations  Com¬ 
mittee  by  July  1,  so  that  the  $4.7  billion  sale  could  be  stretched  over 
the  entire  12  months  of  fiscal  year  1967. 

I  would  respectfully  urge  that  you  consider  this  technical  amend¬ 
ment  which  we  offer  as  a  result  of  the  acceptance  of  Congressman 
Widnall’s  amendment.  However,  I  hope  you  will  also  consider  the 
need  for  prompt  action  on  the  legislation  before  you. 

Thank  you. 

(The  proposed  amendment  and  explanatory  comments  on  the  bill 
follow :) 

Sec.  9.  The  Federal  National  Mortgage  Association  is  authorized  during  fiscal 
year  1966  to  sell  (1)  additional  participations  in  the  Government  Mortgage 
Liquidation  Trust,  and  (2)  participations  in  a  trust  to  be  established  by  the 
Small  Business  Administration,  each  without  regard  to  the  provisions  of  para¬ 
graph  (4)  of  section  302(c)  of  the  Federal  National  Mortgage  Association  Charter 
Act.  as  added  by  this  Act. 


How  the  Participation  Sales  Act  Would  Work 

The  following  two  examples  illustrate  the  procedures  that  would  be  followed 
in  implementing  the  provisions  of  the  Participation  Sales  Act  of  1966.  Example 
No  1  covering  SBA  loans,  outlines  the  procedures  in  the  case  of  programs  in 
which  loans  are  made  at  market  rates.  Example  No.  2,  covering  CFA  college 
housing  loans,  sketches  the  procedures  that  would  he  followed  in  the  case  of  a 
program  with  submarket  rates. 

EXAMPLE  1.  SMALL  BUSINESS  ADMINISTRATION 

The  Small  Business  Administration,  after  receiving  an  authorization  in  an 
appropriations  act,  would  enter  into  a  trust  agreement  with  FNMA  under  which 
SBA  would  set  aside  on  its  books  certain  of  its  business  loans.  These  loans 
would  be  in  such  amounts  and  have  such  interest  rates  and  maturities  as  to 
assure  principal  and  interest  collections  sufficient  to  meet  the  payments  due  on 
the  participation  certificates. 

These  loans  would  be  subjected  to  a  trust  and  would  be  guaranteed  by  sBA. 
To  fulfill  its  guarantee,  SBA  would  be  authorized  to  use  any  appropriated  funds 
or  other  funds  available  to  it  for  the  direct  loan  program.  Following  past 
practices,  SBA  could  also  be  expected  to  set  aside  a  reserve  equal  to  10  percent 
of  the  principal  amount  of  the  loans  subject  to  trust. 
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In  addition,  SBA  would  agree  to  substitute  good  loans  in  the  event  of  default 
or  likely  default  on  any  of  the  loans  subjected  to  the  trust  agreement. 

FNMA,  as  trustee,  would  issue  and  sell  participations  based  on  the  pooled  obli¬ 
gations  and  on  the  right  to  receive  principal  and  interest  collections  from  those 
obligations.  FNMA,  in  its  corporate  capacity,  would  also  guarantee  timely 
payment  of  principal  and  interest  due  on  the  participation  certificates.  For  this 
purpose  FNMA,  if  necessary,  would  be  able  to  borrow  from  Treasury  any  amounts 
needed  under  the  procedures  provided  in  subsection  (d)  of  section  306  of  the 
FNMA  Charter  Act. 

Proceeds  of  the  participations  sold,  after  deduction  of  the  costs  of  the  transac¬ 
tion,  would  be  paid  over  to  SBA.  They  would  become  available  for  new  loans 
only  within  the  overall  loan  authorization  provided  by  the  Congress. 

As  Mr.  Ross  Davis,  Acting  Director  of  SBA,  has  testified,  SBA  would  continue 
to  count  against  its  authorization  to  have  loans  outstanding  the  principal 
amount  of  all  loans  placed  in  trust.  Consequently,  SBA  would  not  be  enabled 
to  increase  its  loans  outstanding  beyond  the  level  authorized  by  the  Congress 
and  provided  for  in  appropriations  acts. 

While  title  to  the  pooled  SBA  loans  would  pass  to  FNMA  in  trust.  SBA  would 
continue  to  maintain  custody  and  service  of  the  loans.  Consequently,  SBA 
would  maintain  complete  administrative  control  over  its  programs. 

In  accordance  with  the  trust  agreement,  SBA  would  pay  over  to  FNMA 
periodically  repayments  of  principal  and  interest  on  the  pooled  loans.  Anv 
collection  receipts  in  excess  of  the  amounts  needed  to  assure  the  payments  on 
the  participation  certificates  would  be  returned  to  SBA  after  deduction  of 
FNMA’s  costs,  and  any  additional  expenses  would  be  paid  by  SBA  from  appro¬ 
priated  funds  or  other  amounts  available. 

EXAMPLE  2.  COLLEGE  HOUSING  LOANS,  COMMUNITY  FACILITIES  ADMINISTRATION 

The  Community  Facilities  Administration  of  the  Department  of  Housing  and 
Urban  Development  would  also  in  the  normal  appropriations  process,  request 
congressional  approval  to  sell  a  certain  amount  of  participations  in  the  CFA 
loan  portfolio.  The  Appropriations  Committees  would  again  be  free  to  approve 
or  reject  the  request  or  to  change  the  amount,  thus  maintaining  strict  control 
over  the  amount  of  funds  which  would  be  made  available  to  CFA  for  new 
college  housing  loans. 

If  the  sale  of  $820  million  of  participation' certificates,  the  amount  proposed 
for  fiscal  1967,  was  approved  by  the  Congress  in  an  appropriation  act,  it  is  an¬ 
ticipated  that  the  same  act  would  establish  on  the  books  of  the  Treasury  an  in¬ 
definite  appropriation  which  would  enable  CFA  to  pay  FNMA  the  interest  insuf¬ 
ficiency  arising  from  the  difference  between  the  rates  of  interest  on  loans  and  on 
participation  certificates.  The  Congress  would  be  provided  with  estimates  of  the 
amount  of  anticipated  expenditures  under  this  appropriation,  which  would  be 
indefinite  only  to  the  extent  that  estimates  would  be  required  of  the  market  rates 
of  interest  at  which  the  participation  certificates  could  be  sold. 

This  indefinite  appropriation  would  cover  the  payments  throughout  the  life  of 
the  participation  certificates  sold  under  the  authorization.  It  would  not  run  to 
additional  issues  of  participation  certificates  for  which  new  authorizations  would 
be  required. 

The  Community  Facilities  Administration  would  then  enter  into  a  trust  agree¬ 
ment  with  FNMA,  under  which  CFA  M  ould  set  aside  on  its  books  certain  of  its 
loans,  all  of  which  presently  bear  interest  rates  significantlv  below  current  mar¬ 
ket  rates  of  interest. 

As  in  the  SBA  example,  CFA  would  subject  these  loans  to  a  trust,  guarantee 
the  loans,  and  undertake  to  substitute  good  loans  for  loans  n-hich  default  or  were 
likely  to  default. 

Similarly,  FNMA  M'ould,  as  trustee,  issue  the  participations  and,  in  its  corpo- 
rate  capacity,  guarantee  the  timely  payment  of  principal  and  interest  on  the  par¬ 
ticipation  ceitificates,  again  with  the  support  of  its  borrowing  authority  from 
Treasury.  J 

Proceeds  of  the  participation  certificates  sold  would  be  paid  over  to  CFA  and 
become  available  for  new  college  housing  loans. 

As  in  the  SBA  case,  CFA  would  maintain  custody  and  service  of  the  loans  and 
exercise  full  administrative  control  over  its  program. 

Since  the  pooled  loans  would  bear  interest  below'  the  rate  at  which  the  partici¬ 
pation  certificates  could  be  sold  in  the  market,  from  time  to  time  CFA  would 
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draw  on  the  indefinite  appropriation  provided  when  the  participation  sale  was 
authorized  in  order  to  make  payments  to  FNMA  for  the  amount  of  the  interest 
insufficiency. 


The  Chairman.  Thank  you,  Mr.  Secretary.  ,  , 

Now  I  think  we  should  hear  from  the  Director  ot  the  Bureau  of  the 
Budget,  and  then  we  may  ask  questions  of  either  or  both. 


STATEMENT  OF  CHARLES  L.  SCHULTZE,  DIRECTOR  OF  THE  BUREAU 

OF  THE  BUDGET 


Mr.  Schultze.  Thank  you,  Mr.  Chairman  and  members  of  the 

I  would  like  to  discuss  briefly  today  the  background  and  some  of  the 
maior  features  of  the  proposed  “Participation  Sales  Act  of  lJbb. 
This  legislation  was  transmitted  last  week  to  the  Congress  by  the 
President  to  provide  the  authority  needed  to  carry  out  his  earlier  rec¬ 
ommendations  for  a  more  extensive  and  effective  substitution  of  pri¬ 
vate  for  public  credit. 

BACKGROUND 


As  the  members  of  this  committee  are  well  aware,  both  the  Congress, 
in  authorizing— and  successive  administrations  in  administering— 
specific  credit  programs  have,  as  a  basic  policy,  relied  primarily  on 
the  use  of  private  credit  institutions  rather  than  direct  Federal  loans 
wherever  such  reliance  could  be  expected  to  produce  the  desired  results. 

Historically,  the  major  role  of  the  Federal  Government  in  the  area 
of  credit  assistance  has  been  to  encourage  a  smooth,  efficient  flow  ot 
funds  between  private  borrowers  and  lenders.  This  has  been  done 

in  two  major  ways:  .  .  .  „  ... 

P$y  chartering,  regulating,  and  insuring  the  deposits  in  financial  in¬ 
stitutions — banks  and  savings  and  loan  associations— which  pool  the 
savings  of  many  savers  and  from  these  funds  provide  credit  to  bor- 

Bv  guaranteeing  specific  loans  to  facilitate  the  flow  of  credit  to 
borrowers  where  risks  are  otherwise  unattractive  to  private  lendeis. 

At  present,  almost  $100  billion  in  Government-guaranteed  or  in¬ 
sured  private  loans  are  outstanding  under  programs  long  approved 
by  the  Congress,  and  each  year  the  total  steadily  increases. 

'  Despite  such  assistance  there  remain  some  types  of  borrowers  who 
are  not  able  to  establish  credit  standing,  who  are  remote  from  credit 
sources,  or  who,  in  the  judgment  of  the  Congress,  require  interest 
rates  lower  than  can  be  obtained  from  private  lenders  even  with  a 
Federal  guarantee.  In  such  cases,  the  Federal  Government  makes 
direct  loans.  In  meeting  these  special  requirements,  the  Federal  Gov¬ 
ernment  has  over  the  years,  built  up  a  large  portfolio  of  direct  loans. 
The  basic  purpose  of  the  Federal  Government  in  such  programs,  how¬ 
ever,  is  not  to  build  up  a  portfolio  of  financial  assets,  but  to  assume 
some  or  all  of  the  risks  involved  in  order  to  make  loan  funds  available 

to  borrowers  who  need  it.  . 

The  legislation  now  before  this  committee  provides  an  effective 
means  by  which  the  Federal  Government  can  continue  its  historic  role 
of  assuming  part  or  all  of  the  loan  risk,  while  at  the  same  time  avoid¬ 
ing  an  unnecessarv  increase  in  Government-owned  loan  portfolios. 

o  * 
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The  Government,  after  all,  is  fulfilling  the  same  basic  role,  whether 
it — 

Makes  direct  loans,  pools  the  loans,  and  sells  participations  to 
private  lenders,  as  under  the  proposed  legislation. 

Insures  a  Federal  Housing  Administration  loan  made  by  a 
mortgage  banker,  who  then  sells  it  to  a  private  investor. 

Insures  a  ship  mortgage  under  the  Merchant  Marine  Act  of 
1936. 

Insures  deposits  in  savings  and  loan  institutions,  assuming 
some  of  the  credit  risk,  and  thereby  facilitating  the  flow  of 
credit  from  savers  to  home  buyers. 

Although  the  techniques  differ  in  each  case,  the  underlying  prin¬ 
ciple  of  risk  assumption  is  the  same. 

As  one  way  of  attracting  private  capital  to  public  loan  programs 
while  minimizing  the  buildup  in  federally  owned  portfolios,  lending 
agencies  have  found  it  possible  from  time  to  time  to  encourage  private 
refinancing  of  such  loans  on  an  individual  basis.  Direct  sales  of 
individual  assets  have  been  the  normal  practice  for  the  past  decade 
or  more  by  several  major  Federal  lending  programs.  But  there  are 
limits  to  the  volume  of  such  loans  that  can  be  efficiently  marketed  in 
this  way.  Many  loans  are  too  small  and  too  expensive  to  administer 
to  be  readily  marketable.  If  the  private  lender  has  to  select  the 
assets  on  a  retail  basis  and  undertake  their  administration,  he  will 
often  be  unwilling  to  purchase  them. 

The  process  of  pooling  a  number  of  such  loans  and  selling  partici¬ 
pations  in  the  pool  serviced  by  the  original  lending  agency,  however, 
converts  a  loan  instrument  of  very  narrow  acceptability  into  one  with 
very  wide  attraction.  In  the  relatively  brief  period  since  1962  when 
the  Export-Import  Bank  initiated  its  program  and  since  1964  when 
FNMA  was  authorized  to  sell  participations  in  its  own  and  VA  assets, 
more  than  $3.3  billion  in  such  certificates  have  been  successfully  sold. 
And  as  the  volume  of  participations  in  the  market  increases,  the 
efficiency  of  the  market  grows  too. 

As  compared  with  direct  sales  of  Government  loans,  the  participa¬ 
tion  technique  enables  more  loans  to  be  sold  in  total,  and  reduces  the 
net  cost  of  selling  the  loans,  whether  measured  in  terms  of  adminis¬ 
trative  and  selling  costs  or  in  terms  of  the  yields  which  have  to  paid 
on  the  assets  to  make  them  salable. 

Let  me  discuss  briefly  the  last  topic  mentioned  above,  the  yields 
necessary  to  sell  participation  certificates  in  the  private  market.  On 
the  one  hand,  as  I  have  pointed  out,  this  is  the  most  inexpensive  means 
of  attracting  private  credit  into  these  programs.  On  the  other  hand, 
it  is  true  that  the  interest  rate  on  participations  is  slightly  higher 
than  the  rate  on  Treasury  bonds.  Experience  in  the  past  has  indicated 
a  premium  of  25  to  35  basis  points  (14  to  %  percent)  and  this 
premium  should  decline  as  a  larger  volume  of  participations  are 
issued  and  a  broader  secondary  market  develops.  Indeed  on  a  “yield- 
after-tax  ’  basis — which  is  a  relevant  way  of  comparing  yields  from 
the  Treasury’s  standpoint — the  yields  on  participations  are  only 
slightly  greater  than  yields  on  Treasury  securities.  In  recent  weeks 
the  after-tax  yield  differential  has  averaged  only  some  10  to  15  basis 
points. 
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Of  course.  Treasury  borrowing  is  cheaper  than  any  other  form  of 
financing.  But  this  is  hardly  a  reason  to  abandon  the  historic  Fed¬ 
eral  role  of  assisting  the  flow  of  private  credit  to  borrowers.  Should 
we  borrow  through  the  Treasury  and  add  to  the  public  debt  as  a 
replacement  for  FHA  and  VA  mortgages,  or  guaranteed  small  busi¬ 
ness  loans  ?  I  do  not  believe  that  any  administration  or  any  Congress 
has  ever  operated  on  the  premise  that  the  U.S.  Treasury  should  re¬ 
place  available  private  credit  simply  because  the  Treasury  can  borrow 
more  cheaply  than  anyone  else. 

MAJOR  FEATURES  OF  THE  BILL 

Let  me  turn,  if  I  may,  to  several  major  features  of  the  bill  before 
the  committee. 

1.  The  proposed  bill  will  make  available  on  a  Government  wide 
basis  the  authority  to  pool  financial  assets  and  to  sell  through  FNMA 
as  trustee  certificates  of  participations  in  such  assets. 

Under  present  law  the  FNMA  as  trustee  can  sell  certificates  of 
participation  in  any  type  of  loans  owned  by  the  Department  of 
Housing  and  Urban  Development  as  well  as  first  mortgage  loans 
owned  by  other  agencies.  The  language  of  the  bill  would  permit 
any  Federal  department  or  agency  with  direct  lending  authority  to 
place  any  of  its  loans  in  a  pool  and  would  authorize  FNMA  as 
t  rustee  to  sell  certificates  of  participation  in  pools  of  such  assets. 

The  President  in  his  1967  budget  has  explicitly  proposed  that  this 
new  authority  be  used  by  the  following  credit  programs  not  now  en¬ 
gaged  in  participation  sales :  - 

Department  of  Agriculture:  Farmers  Home  Administration; 

Department  of  Health,  Education,  and  Welfare,  Office  of  Edu¬ 
cation  :  Academic  facility  loans ; 

Department  of  Housing  and  Urban  Development:  College 
housing  loans  and  public  facility  loans;  and 

Various  loans  of  the  Small  Business  Administration. 

To  facilitate  sales  by  the  Office  of  Education  and  the  Farmers  Home 
Administration,  the  legislation  contains  necessary  modifications  in 
existing  laws  governing  the  programs. 

2.  To  facilitate  sales  of  participations  in  pools  of  loans  bearing 
interest  rates  below  market  levels,  the  proposed  bill  provides  for 
supplemental  payments  adequate  to  cover  any  insufficiency  of  re¬ 
ceipts  from  assets  in  the  pool  as  necessary  to  meet  the  payments  on 
the  certificates.  This  provision  is  highly  important  because  under 
present  laws  governing  many  direct  loan  programs  in  large  share  of 
the  loans  have  been  made  at  interest  rates  significantly  below  the  levels 
prevailing  in  the  private  market,  as  well  as  below  the  cost  of  the 
Treasury  of  obtaining  the  funds.  These  supplementary  payments,  in 
and  of  themselves,  do  not  add  to  Federal  outlays,  but  merely  recognize 
explicitly  the  present  cost  now  incurred  by  the  Federal  Government  in 
such  loan  programs,  which  are  not  specifically  identified  in  the  budget. 

3.  The  bill  proposed  by  the  President  provides  for  effective  review 
and  control  in  appropriation  legislation  of  the  sale  through  participa¬ 
tion  pools  of  any  assets  requiring  such  supplemental  payments.  It 
does  this  by  requiring  that  the  amounts  of  any  such  certificates  issued 
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shall  be  within  aggregate  principal  amounts  authorized  in  advance 
in  appropriation  acts.  If  and  when  appropriation  language  is  enacted 
specifically  authorizing  such  certificates  the  appropriation  authoriza¬ 
tion  automatically  makes  funds  available  to  cover  the  interest  differen¬ 
tial.  The  House  committee  is  amending  legislation  submitted  by  the 
administration  to  provide  that  all  participation  sales  covered  by  the 
bill  would  be  subject  to  authorization  in  appropriation  acts,  whether 
or  not  funds  are  required  to  cover  an  interest  differential.  The  admin¬ 
istration  concurs  in  that  amendment.  We  believe  it  is  a  desirable 
change. 

4.  Finally,  as  Under  Secretary  Barr  has  already  emphasized,  under 
the  proposed  bill  all  future  sales  of  participations  by  these  agencies 
would  be  carried  out  under  the  experienced  management  of  the  Federal 
National  Mortgage  Association,  assuring  effective  coordination  of  the 
\  arious  credit  programs,  as  well  as  with  Treasury  debt  management 
operations  themselves. 

SIZE  OF  PROGRAM 

As  outlined  in  this  year’s  budget,  the  President’s  program  for  1967 
relies  upon  a  considerable  expansion  in  the  sale  of  financial  assets. 
Of  the  total  1967  sales  estimate  of  $4.7  billion,  $4.2  billion  represents 
the  sale  of  certificates  of  participation,  and  $2,850  million  of  this 
requires  the  provision  of  new  legislative  authority. 

In  the  absence  of  an  offsetting  sales  program,  the  total  loan  portfolio 
of  the  Federal  Government,  now  in  excess  of  $33  billion,  will  continue 
to  grow  year  by  year  as  it  has  over  the  past  two  decades.  We  believe 
there  is  no  need  for  this  portfolio  growth.  The  Government  can  meet 
its  program  requirements  without  accumulating  a  large  volume  of 
loans  and  mortgages. 

SUMMARY 

The  authority  contained  in  this  bill  provides  a  most  efficient  method 
of  allowing  the  Government  to  play  its  historic  role  in  assisting  credit 
through  risk  assumption  without  building  up  an  unnecessarily  huge 
portfolio  of  loans. 

Our  expanding  economy  will  require  increased  capital  outlays  for 
many  years  to  come  in  order  to  finance  such  important  programs  as 
education,  health,  transportation,  and  public  facilities.  Private  financ¬ 
ing,  if  obtainable,  is  clearly  preferable  and  should,  to  the  maximum 
extent  possible,  be  utilized  to  meet  these  urgent  needs. 

The  Federal  Government  can  and  should  provide  the  necessary 
services  such  as  smoothing  the  imperfections  in  the  private  credit 
system,  in  order  to  maximize  the  participation  of  the  private  financial 
sector.  As  I  indicated  earlier,  this  is  a  historical  role  for  the  Federal 
Government  in  the  credit  markets  of  our  Nation.  We  need  not  and 
should  not  hold  loans  which  the  private  sector  can  handle.  Or,  to 
put  this  another  way,  the  purpose  of  the  Federal  loan  programs  is  to 
assist  the  borrower  to  obtain  funds  on  a  reasonable  basis,  not  to 
build  up  a  large  portfolio  of  federally  owned  loans. 

For  all  of  these  reasons,  1  urge  early  enactment  of  this  legislation. 

Thank  you. 

The  Chairman.  The  Chair  feels  that  this  proposal,  not  only  in 
volume  but  in  procedure,  is  a  big  difference  from  the  bill  that  has 
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passed  with  respect  to  small  business.  We  did  increase  the  lending 
power  of  small  business  in  our  bill.  We  raised  it  to  $2  billion,  but 
we  still  put  a  limit  on  what  it  could  lend.  It  would  make  its  own 
loans  and  Congress,  of  course,  would  keep  control  or  a  measure  of 
control  by  the  Appropriations  Committee  appropriating  the  differ¬ 
ence  between  what  those  business  loans  would  pay  in  interest  and  what 
the  Government  would  pay. 

But  that  isn’t  a  circumstance,  let  us  say,  to  issue  participating  cer¬ 
tificates  against  housing  loans  made  at  3-percent  interest.  In  the  law 
we  passed  last  year  for  college  dormitories,  classrooms,  we  authorized 
$300  million  of  3-percent  money.  Within  3  months  we  had  over  a 
billion  dollars  of  requests.  If  the  Small  Business  Administration 
refinances  its  paper,  it  does  it  for  loans  by  the  Small  Business  Admin¬ 
istration,  but  I  understand  if  FNMA  takes  the  whole  pool,  they  can 
take  all  of  this  paper  that  is  now  held  by  small  business,  which  is  close 
to  a  billion  dollars,  and  refinance  the  whole  thing. 

They  can  take  all  of  these  other  four  agencies  and  I  understand 
that  if  they  should  finance  the  total,  it  would  be  in  the  magnitude  of 
$7  or  $8  billion  if  they  should  use  it  all,  and  it  would  not  then  be 
limited  to  the  loans  to  be  made  by  the  agency  that  had  held  the  paper. 
Money  would  go  into  the  Treasury  for  such  use  as  the  Treasury  might 
see  fit  to  make  of  it. 

I  had  a  letter  from  the  executive  vice  president  of  the  American 
Bankers  Association,  Charls  E.  Walker.  He  said  at  this  time  they 
didn’t  want  to  take  a  positive  position  either  for  or  against  the 
policy  of  this  bill  but  he  said  he  wanted  to  call  attention  to  two  pos¬ 
sible  objections  to  it. 

I  will  ask  permission  that  the  letter  may  be  printed  in  the  record 
at  this  point  and  then  I  will  quote  from  two  paragraphs. 

(The  letter  referred  to  follows :) 

The  American  Bankers  Association, 

New  York,  N.Y.,  April  26, 1966. 

Hon.  A.  Willis  Robertson, 

Chairman,  Committee  on  Banking  and  Currency, 

U.S.  Senate,  Washington,  D.C. 

Dear  Senator  Robertson  :  The  American  Bankers  Association  desires  to 
|  take  this  opportunity  to  express  its  views  on  H.R.  14544,  a  bill  to  promote 
private  financing  of  credit  needs  and  to  provide  for  an  effective  and  orderly 
method  of  liquidating  financial  assets  held  by  Federal  credit  agencies  and  for 
other  purposes,  Which  we  understand  will  shortly  be  under  consideration  by 
your  committee. 

Inasmuch  as  H.R.  14544  has  been  introduced  to  carry  out  a  definitive  policy 
decision  of  the  administration,  we  are  not  expressing  any  comments  on  such 
policy  decision.  Nevertheless,  we  are  concerned  about  certain  aspects  of  the  legis¬ 
lation  as  outlined  below. 

H.R.  14544  provides  a  mechanism  for  financing  the  Treasury  through  the 
issuance  of  securities  by  the  Federal  National  Mortgage  Association  represent¬ 
ing  beneficial  interests  or  participations  in  certain  loans  made  by  various 
agencies  of  the  Government.  The  Government  agencies  responsible  for  admin¬ 
istering  the  loan  programs  which  will  be  utilized  as  a  basis  for  the  issuance  of 
participation  securities  will  retain  custody,  control,  and  administration  of  the 
obligations  securing  the  participation  certificates.  FNMA  will  promptly  pay 
to  the  agencies  whose  obligations  form  the  basis  for  the  issuance  of  participa¬ 
tions  the  full  net  proceeds  of  any  sale  of  such  beneficial  interests  or  participa¬ 
tions  to  the  extent  they  are  based  upon  such  obligations  or  collections.  Such 
proceeds  will  be  dealt  with  as  otherwise  provided  by  law  for  sales  or  repayment 
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of  such  obligations.  In  most  cases,  this  will  make  the  proceeds  available  for 
new  loans  to  the  extent  authorized  under  existing  programs. 

In  my  letter  to  you  of  February  28,  1966,  with  reference  to  S.  2499,  a  bill  to 
amend  the  Small  Business  Act  to  authorize  issuance  and  sale  of  participation 
interests  based  on  certain  pools  of  loans  held  by  the  Small  Business  Adminis¬ 
tration,  we  expressed  our  concern  about  certain  implications  of  that  bill  which 
we  believe  also  applies  to  H.R.  14544.  We  desire  to  restate  such  comments,  in 
part,  as  follows : 

(1)  The  type  of  transactions  envisaged  seem  to  us  to  be  simply  another 
type  of  deficit  financing,  rather  than  a  genuine  substitution  of  private  for 
public  credit,  but  at  interest  rates  higher  than  is  effected  in  the  usual  manner 
through  sales  of  Treasury  obligations.  Although  no  serious  objection  could 
be  made  to  this  alternative  type  of  financing  of  itself,  the  higher  interest 
cost  that  is  likely  to  be  incurred  should  be  of  concern  to  both  taxpayers  and 
the  Congress. 

(2)  Debt  operations  of  the  type  authorized  in  H.R.  14544  bypass  the  pub¬ 
lic  debt  ceiling  and  the  interest  rate  ceiling  on  new  issues  of  Treasury 
securities  with  maturities  beyond  5  years.  Our  purpose  here  is  not  to 
defend  the  arbitrary  manner  in  which  these  limitations  can  impinge  on 
budget  spending  and  Treasury  debt  management.  But  we  do  believe  strongly 
that  the  issue  of  our  relaxation  or  elimination  of  these  limitations  should 
be  confronted  directly  in  the  Congress  and  not  bypassed  through  alternative 
methods  of  financing. 

In  addition,  we  are  concerned  with  the  impact  of  the  implementation  of  the 
program  contemplated  under  H.R.  14544  and  the  demands  it  will  place  on  the 
money  and  capital  markets  at  a  time  when  private  demands  for  funds  are  active 
and  strong.  From  the  standpoint  of  timing,  such  a  program  could  be  better 
implemented  at  a  time  when  the  banking  system  and  long-term  investors  are 
actively  seeking  earning  assets  because  of  a  limited  availability  of  such  in  the 
private  sector.  The  proposed  Government  agency  financing  may  very  well  have 
a  considerable  rate  impact  in  the  market.  So  long  as  economic  conditions  con¬ 
tinue  expansive  and  private  demands  for  funds  are  heavy,  the  agency  financing 
will  exert  upward  pressure  on  interest  rates.  This  pressure  could  be  felt  in  the 
market  for  direct  Treasury  obligations  and  rate  adjustments  could  take  place  in 
that  sector.  The  sheer  magnitude  of  the  administration’s  program — $3.3  billion 
in  this  fiscal  year  and  $4.7  billion  next  year— raises  the  question  as  to  whether  all 
of  the  Government  agency  funds  can  be  raised  in  this  time  interval. 

The  Government  agencies  that  have  been  regular  borrowers  in  the  market  for 
many  years  (such  as  Federal  intermediate  credit  banks.  Federal  home  loan 
banks,  Federal  land  banks,  FNMA,  etc.)  have  increased  their  borrowing  demands 
both  in  terms  of  magnitude  and  frequency  of  borrowing.  This  borrowing  has 
already  become  more  expensive  in  relation  to  direct  Treasury  obligations  and 
the  spread  in  rates  has  widened  as  a  consequence.  The  rate  spread  could  widen 
further  as  enlarged  Government  agency  borrowing  reaches  the  market,  particu¬ 
larly  if  this  increases  the  frequency  of  borrowing  operations.  On  some  recent 
occasions,  it  has  appeared  that  the  Government  agencies  were  competing  among 
themselves  for  funds  and  have  had  to  pay  a  higher  rate  in  the  market  because 
of  this. 

Section  2(b)  of  H.R.  14544  amends  section  302(c)  of  the  Federal  National 
Mortgage  Association  Charter  Act  by  giving  FNMA  authority  to  issue  securities 
under  the  new  program  “notwithstanding  any  other  provision  of  law.”  We 
believe  it  is  essential  that  the  authority  of  the  Federal  National  Mortgage  As¬ 
sociation  to  issue  securities  as  contemplated  under  H.R.  14544  be  made  subject 
to  the  approval  of  the  Secretary  of  the  Treasury  in  order  that  such  transactions 
be  handled  with  utmost  care  so  as  not  to  disturb  market  financial  processes  more 
than  is  absolutely  necessary. 

Very  truly  yours, 


Chari.s  E.  Walker. 


The  Chairman  (reading)  : 


(1)  The  type  of  transactions  envisaged  seem  to  us  to  be  simply  another  type 
of  deficit  financing,  rather  than  a  genuine  substitution  of  private  for  public 
credit,  but  at  interest  rates  higher  than  is  effected  in  the  usual  manner  through 
sales  of  Treasury  obligations.  Although  no  serious  objection  could  be  made  to 
this  alternative  type  of  financing  of  itself,  the  higher  interest  cost  that  is  likely 
to  be  incurred  should  be  of  concern  to  both  taxpayers  and  the  Congress. 
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(2)  Debt  operations  of  the  type  authorized  in  H.R.  14544  bypass  the  public 
debt  ceiling  and  the  interest  rate  ceiling  on  new  issues  of  Treasury  securities 
with  maturities  beyond  5  years.  Our  purpose  here  is  not  to  defend  the  arbitrary 
manner  in  which  these  limitations  can  impinge  on  budget  spending  and  Treasury 
debt  management.  But  we  do  believe  strongly  that  the  issue  of  our  relaxation  or 
elimination  of  these  limitations  should  be  confronted  directly  in  the  Congress  and 
not  bypassed  through  alternative  methods  of  financing. 

So  that  brings  up  several  interesting  points.  From  the  standpoint  of 
the  taxpayer,  which  is  going  to  be  cheaper — increasing  by  a  very  sub¬ 
stantial  amount  the  interest  that  the  Government  will  pay  to  those  who 
buy  participation  certificates,  or  issuing  long-term  financing  which 
of  course  would  be  on  money  that  would  appear  in  the  budget  and  all 
the  public  would  know  that  the  deficit  is  a  given  amount.  For  in¬ 
stance,  I  checked  last  week  with  our  Committee  on  Internal  Revenue 
taxation  and  I  said,  What  do  you  think  our  revenue  for  this  year  will 
be?  He  said  about  $101  billion.  I  said,  What  do  you  think  we  will 
spend,  about  $107  billion,  a  deficit,  $6  billion-plus  ? 

It  now  appears  that  deficit  was  reduced  by  money  a  method  of  rais¬ 
ing  money  by  the  sale  of  participation  certificates,  several  billions  of 
dollars,  maybe  3,  and  so  the  deficit  would  appear  to  be  only  3  billion 
or  so. 

Again,  I  said,  What  will  be  the  revenue  for  next  year?  Well,  he 
said,  we  think  $111  billion,  maybe  a  little  more,  because  this  boom  is 
really  still  going  and  apparently  it  is  going  to  continue  for  some 
months.  What  will  we  spend?  He  said  the  budget  is  a  little  over 
$112  billion,  already  the  House  has  raised  some  items.  I  don’t  know 
how  much  more  it  will  be,  but  some  items  like  the  milk  program,  school 
lunch  program,  impacted  area  aid  for  schools  and  things  like  that,  but 
the  impression  was,  as  the  distinguished  Vice  President  said  in  New 
York,  without  a  tax  bill  we  can  have  next  year  both  guns  and  butter 
and  that  we  are  only  going  to  have  a  small  deficit  and  we  won’t  have 
serious  inflation. 

But  we  will  be  raising  $4  billion  by  selling  participation  certificates 
that  will  be  spent  and  it  will  have  the  same  inflationary  effect  or  more, 
and  it  might  cost  us  more  in  the  long  run  than  if  we  honestly  face  up 
to  the  fact  that  we  are  going  to  have  a  budget  deficit  of  $5  or  $6  billion 
next  year.  The  Treasury  is  going  to  borrow  the  money,  but  it  is 
going  to  borrow  it  on  long-term  bonds — on  participation  certificates — 
instead  of  the  short-term  paper  that  is  all  that  can  be  sold  now  under 
the  41/4-percent  ceiling.  We  will  have  to  look  at  whether  or  not,  if  we 
need  to  get  this  money,  we  should  do  something  about  limitation  on 
4%  percent. 

I  say  these  are  some  problems  that  our  committee  has  to  consider. 
We  want  these  agencies  like  the  Small  Business  to  have  this  money 
because  credit  has  gotten  so  tight,  that  the  average  merchant,  for 
instance,  who  needs  a  little  money,  he  just  can’t  get  it, 

I  was  talking  the  other  day  with  the  president  of  the  fourth  largest 
savings  and  loan  association.  He  said  we  are  selling  good  paper.  We 
can’t  take  care  of  some  of  our  best  customers.  We  just  can’t  get  any 
money. 

Well,  I  understand  that  it  is  getting  tight  everywhere,  that  loans 
are  hard  to  get.  That  is  one  of  the  reasons  we  acted  promptly.  We 
didn’t  think  we  had  time  to  wait  for  supplemental  money  for  small 
business. 
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Now,  I  don't  know  how  many  other  agencies  that  lend  money  are  in 
as  acute  a  condition  as  the  Small  Business  Administration,  but  we  had 
to  commingle  business  loans  and  disaster  loans.  We  had  a  lot  of  dis¬ 
asters  and  it  exhausted  our  funds.  We  were  faced  with  an  emergency 
and  we  rushed  through  a  bill. 

But,  now  it  is  proposed  to  commingle  all  of  these  debt  obligations 
into  a  new  agency,  so  to  speak,  not  new,  but  it  wasn’t  created  for  this 
purpose,  FNMA  we  called  it,  and  let  them  sell  billions  of  dollars  of 
certificates.  It  creates  a  problem  in  what  is  the  most  effective  and  the 
cheapest  way  to  meet  the  obligations  that  confront  us,  and  whether,  if 
we  take  a  good  look  at  what  we  are  doing,  we  want  to  spend  what  some 
people  are  planning  to  spend  or  to  cut  down,  or  will  we  just  say,  if 
we  do  this,  we  have  to  have  more  revenue  and  we  will  put  on  taxes. 

Those  are  problems  that  have  got  to  be  met  by  our  committee  because 
after  all,  we  carry  a  big  responsibility  and  as  far  as  we  know  how,  we 
follow  a  program  of  sound  business  policy. 

Senator  Sparkman.  Mr.  Chairman,  there  are  a  few  things  I  wanted 
to  ask  about.  First,  Mr.  Schultze  and  Mr.  Barr,  has  the  committee  re¬ 
ported  H.R.  14554  yet? 

Mr.  Barr.  Yes,  sir. 

The  Chairman.  T wenty-t wo  to  three. 

Senator  Sparkman.  It  is  on  the  House  calendar. 

The  Chairman.  It  hasn’t  been  printed  yet. 

Senator  Sparkman.  Do  you  have  the  bill  before  you  ? 

Mr.  Schultze.  I  have  it  before  me  but  without  several  House 
amendments.  Yes?  sir ;  I  do. 

Mr.  Barr.  Yes,  sir. 

Senator  Sparkman.  Mr.  Chairman,  I  ask  that  the  bill  as  reported 
by  the  House  committee  be  printed  in  the  record. 

The  Chairman.  Without  objection,  that  will  be  done. 

Senator  Sparkman.  Would  you  look  at  page  6,  section  3,  subsection 
b,  I  am  a  little  puzzled  on  the  amendment  of  the  Housing  Act.  You 
delete  1968  and  then  you  say  “1965  and  1967  and  1968.”  Why  do  you 
leave  out  1966? 

First  of  all,  I  would  like  to  ask  why  are  you  amending  the  Housing 
Act  in  this  bill  ? 

Mr.  Schultze.  The  effect  of  subsection  (b)  is  to  reduce  the  new 
borrowing  authority  for  the  college  housing  program  by  $300  million, 
since  the  funds,  that  will  be  received  from  the  sale  of  participations 
will  resolve  previous  borrowing  authority.  In  other  words,  the  funds 
received  from  the  sale  of  participations  in  college  housing  over  and 
above  those  needed  to  finance  the  college  housing  program  that  year 
will  be  repaid  to  the  Treasury,  reduce  the  obligation  of  the  college 
housing  program  to  the  Treasury,  increase  its  borrowing  authority, 
and  thus  restore  it  to  the  status  quo.  That  is  the  reason  for  the  sub¬ 
section. 

The  reason  for  leaving  out  “1966”  essentially  is  that  we  assume  that 
this  legislation  is  going  into  effect  July  1,  1966,  and  you  don't  need  it. 

Senator  Sparkman.  What  will  happen  to  the  $300  million,  was  it, 
that  was  to  be  added  July  1, 1966  ? 

Mr.  Schultze.  What  I  am  saying,  Senator,  is  that  the  budget 
program  sales  of  $820  million  of  participations  in  college  housing 
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loans  will  be  substantially  larger  than  the  funds  needed  in  fiscal  1967 
to  make  $300  million  worth  of  new  loans.  The  extra  money  goes  into 
the  Treasury,  increasing  the  borrowing  authority  available  for  college 
housing.  This  subsection  simply  removes  a  further  increase  in  bor¬ 
rowing  authority  to  leave  the  situation  about  where  it  was  before. 

Senator  Sparkman.  It  doesn't  change  the  borrowing  authority,  does 
it? 

Mr.  Schultze.  That  is  right. 

Senator  Sparkman.  And  the  $3)00  million  which  would  have  been 
added  you  anticipate  being  replaced  by  the  sales. 

Mr.  Schultze.  Correct. 

Senator  Sparkman.  In  other  words,  there  will  be  no  loss  to  the 
college  housing  program. 

Mr.  Schultze.  That  is  correct,  sir.  There  will  be  no  loss.  Actually, 
netted  out,  there  will  be  a  slight  gain. 

Senator  Sparkman.  Then  why  do  you  include  1967  and  1968  ?  Why 
do  you  put  the  numerals  there?  Wouldn’t  the  same  thing  hold  true 
for  these  years  ?  Or  would  they  be  sold  out  ? 

Mr.  Schultze.  I  am  sorry  that  I  am  so  slow  in  answering  this.  It 
is  a  technical  point.  We  won’t  know  until  the  budget  for  1968  comes 
around  exactly  what  the  situation  will  be.  This  is  the  reason  we 
didn’t  propose  changes  in  the  1968  authority. 

Senator  Sparkman.  It  seems  to  be  that  the  whole  thing  could  be 
handled  administratively  without  the  requirement  of  being  written 
in.  I  have  no  objection,  as  long  as  the  fund  is  not  impaired. 

Mr.  Schultze.  The  fund  will  not  be  impaired,  Senator. 

Senator  Sparkman.  At  any  time. 

Mr.  Schultze.  At  any  time. 

Senator  Sparkman.  All  right.  Now,  Mr.  Barr,  you  have  quoted 
from  the  House  Ways  and  Means  Committee,  minority  report. 

Mr.  Barr.  Yes,  sir. 

Senator  Sparkman.  That  was  last  year? 

Mr.  Barr.  It  was  1963,  Senator  Sparkman. 

Senator  Sparkman.  How  many  signed  that? 

Mr.  Barr.  Every  member  of  the  minority  signed  it,  Senator,  and 
I  must  say  we  took  the  advice  of  the  minority.  They  said  don’t  be 
coming  up  here  asking  us  to  increase  the  debt  ceiling  when  you  are 
sitting  here,  like  a  banking  institution,  holding  a  large  portfolio  of 
loans  which  can  be  sold.  We  did  follow  their  advice  and,  as  they 
point  out  in  the  report,  we  increased  our  sales,  after  this  admonition 
from  the  minority,  by  slightly  in  excess  of  $1  billion. 

I  quoted  the  report  to  show  the  feeling  that  seems  to  exist  in  the 
Congress  that  this  Government  is  not  a  banking  institution  created  to 
sit  and  hold  very  large  portfolios  of  Government  loans.  These  Gov¬ 
ernment  direct  loans  are  not  just  borrowed  money,  they  are  tax¬ 
payers  money. 

It  seems  to'have  been  a  feeling  of  this  minority,  and  widely  reflected 
in  Congress,  that  taxpayers  and  borrowed  money  should  be  used  for 
the  purpose  of  Government— but  one  of  these  purposes  is  not  to  build 
an  enormous  portfolio  of  loans.  It  was  one  of  the  clearest  statements 
that  was  available  of  what  the  Congress  seems  to  think  about  this 
practice. 


28 


PARTICIPATION  SALES  ACT  OF  19  66 


Senator  Sparkman.  What  about  this  varying  interest  rate?  Will 
there  be  a  loss  to  the  Government  ?  In  other  words,  you  will  be  pay¬ 
ing  on  the  participation  certificates,  in  some  instances,  a  higher  interest 
rate  than  the  paper  calls  for,  won’t  you  ? 

Mr.  Barr.  That  is  correct,  Senator.  In  looking  at  the  costs,  I  think 
that  the  cost  is  not  the  difference  between  the  3-percent  loan  and  what 
it  would  sell  for  in  the  market,  about  5.3  percent.  I  think  the  accurate 
way  of  looking  at  the  cost,  Senator  Sparkman,  is  to  compare  what  it 
would  cost  us  to  borrow  in  the  Treasury - 

Senator  Sparkman.  I  was  going  to  follow  up  with  that ;  how  does 
that  compare  with  what  you  would  have  to  pay  ? 

Mr.  Barr.  At  the  moment,  as  Director  Schultze  has  indicated,  the 
difference  between  Treasury  borrowing  and  this  participation  route 
runs  between  25  and  35  basis  points,  or  one-fourth  to  three-eights  of 
1  percent.  If  you  translate  that,  Senator,  into  fiscal  year  1967,  it 
would  cost  the  United  States,  to  take  the  participation  route,  between 
$10  and  $14  million  to  raise  this  amount  of  money  and  to  reduce  the  | 
portfolio  of  loans  by  $4.7  billion.  That  would  be  the  cost. 

Mr.  Schultze.  Could  I  add  one  other  point  to  that,  Senator? 

Senator  Sparkman.  Yes. 

Mr.  Schultze.  I  think  it  is  important  to  bear  in  mind,  that  it  has 
always  been  cheaper  for  the  Treasury  to  borrow  money  than  any  other 
entity  or  any  other  way  of  borrowing  money.  And  yet,  and  I  think 
wisely  over  the  years,  the  Congress  has  operated  on  the  principle  that 
where  you  can  get  credit  to  borrowers  by  Federal  insurance  or  guar¬ 
antee  and  have  private  money  come  in,  it  ought  to  be  done  that  way, 
even  though  it  is  slightly  more  costly  than  if  you  did  it  directly 
through  the  Treasury. 

And  as  you  know,  we  have  many  programs  which  do  that,  VA, 
FHA  insurance,  ship  mortgage  insurance,  there  are  guaranteed  small 
business  loans,  these  kinds  of  things. 

It  turns  out  we  do  have  a  number  of  programs,  however,  that  even 
with  a  guarantee,  it  is  impossible  to  have  a  direct  connection  between 
the  lender  and  borrower.  So  the  Federal  Government  has  to  make 
that  connection  by  making  a  direct  loan.  But  we  think  there  is  a  way 
of  getting  private  money  in,  even  though  the  Federal  Government 
has  to  make  a  direct  loan  by  having  the  Federal  Government  ( 
make  the  loan  initially  and  then  pool  it,  give  you  a  better  piece  of 
paper  and  sell  it  out. 

We  think  the  sale  of  participations  performs  exactly  the  same 
function  as  the  guarantee — bringing  private  capital  in.  Admittedly 
it  is  slightly  more  costly  in  terms  of  interest  rates  than  if  the  Treasury 
itself  did  it,  but  if  we  use  the  argument  that  the  Treasury  ought  to 
do  everything  because  it  is  slightly  cheaper,  we  would  be  doing  every¬ 
thing  that  way. 

Senator  Sparkman.  What  is  the  estimated  amount  that  you  would 
sell  during  fiscal  year  1967  ? 

Mr.  Schultze.  The  amount  that  we  would  sell  through  participa¬ 
tions  now  estimated  in  fiscal  1967  is  $4.2  billion.  Of  that  $4.2  bil¬ 
lion,  about  $1,350  million  colud  have  been  done  under  existing  legis¬ 
lation,  this  legislation  therefore  adds  $2,850  million. 

Senator  Sparkman.  This  would  add  $2,800  million  ? 
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Mr.  Schultze.  That  is  right. 

Senator  Sparkman.  Then  in  succeeding  years,  would  it  climb  about 

the  same  amount  ?  ,,  .-n- 

Mr.  Schultze.  That  is  very  difficult  to  say.  There  would  still  be 

two  things :  First,  significant  amounts  of  loans  will  be  left  m  the  port¬ 
folios,  even  after  the  sales,  secondly,  on  going  programs  would  con¬ 
tinue  to  generate  portfolios.  I  can’t  give  you  a  number,  but  it  would 
be  significant.  The  exact  amount  I  wouldn  t  really  know,  but  $l  to 

$3  billion  is  not  an  impossible  number.  . 

Senator  Sparkman.  Mr.  Schultze,  the  question  we  see  raised  every 
so  often  by  economists  and  writers  suggest  a  change  in  our  bookkeep¬ 
ing  system.  Are  you  still  giving,  do  you  give  consideration  to  that 
along  the  way  so  as  to  reflect  the  true  condition,  whereas  the  present 
system  more  or  less  lays  aside  the  assets  there  are  on  hand  ? 

Mr.  Schultze.  This  is  something  we  have  looked  at.  As  a  matter 
of  fact,  I  have  just  been  looking  at  a  book  published  by  the  Brookings 
Institution.  One  of  our  staff  members  on  leave  wrote  it  on  the  capital 
budget.  The  budget  which  economists  tend  to  look  at  m  judging  the 
impact  of  the  budget  on  the  economy  is  called  national  income  ac¬ 
counts  budget.  This  budget  tends  to  treat  loan  transactions  as  part 
of  the  monetary  sector  and  to  exclude  them  from  the  Federal  sector 

of  the  income  accounts  budget.  ,  . 

Essentially  the  impact  of  this  bill,  to  the  extent  that  it  nets  out 
receipts  against  payments,  is  to  do  the  same  thing.  So  that  the  prac¬ 
tical  effect  of  it  is  to  make  the  administrative  budget  closer  m  concept 
to  the  national  income  accounts  budget,  which  is  precisely  the  one 
that  most  economists  use  in  judging  the  impact  of  the  budget  on  the 

ecmiomy.  therefore,  the  practical  effect  of  this  from  an  ac¬ 

counting  standpoint  is  to  make  the  administrative  budget  measure  of 
the  economic  impact  somewhat  closer  to  the  budget  that  the  econo- 

mists  us©  • 

Senator  Sparkman.  It  does  have  the  practical  effect,  as  I  see  it, 

and  as  is  brought  out  by  Mr.  Barr’s  statement,  of  reducing  the  terrific 

amount  that  is  carried  in  our  port  folio? 

Mr  Schultze.  Some  $33  billion  now ;  that  is  correct,  sii . 

Senator  Sparkman.  Thank  you  very  much. 

The  Chairman.  Would  you  tell  us  approximately  how  much  money 
you  fio-ure  will  be  raised  in  this  program  ?  If  Congress  grants  it . 

Mr.  Schultze.  In  fiscal  1967,  the  planned  sales  of  participations 
by  the  Federal  Government  is  estimated,  we  plan  $4.2  bi  lion.  Ut 
that  $4.2  billion,  $2,850  million  is  made  possible  by  this  bill,  me 
remainder  could  be  done  under  existing  legislation 

The  Chairman.  How  much  for  the  existing  fiscal  year  ? 

Mr  Schultze.  This  bill  in  and  of  itself  does  not  make  possible  any 
participation  in  sales  we  weren’t  planning  on.  This  year,  under  ex- 
istino-  legislation,  plus  under  the  small  business  participation  bill, 
which  the  Senate  passed  recently,  we  would  have  something  over 
$2  billion  of  participation  sales,  in  fiscal  1966,  under  existing  legisla¬ 
tion  and  SB  A  legislation. 

The  Chairman.  So  you  do  plan  about  $2  billion  for  fiscal  year 
1966,  the  current  year  ? 
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Mr.  Schultze.  $2,600  million  of  participation  sales  this  year. 

The  Chairman.  The  Chair  recognizes  the  Senator  from  Utah. 

Senator  Muskie.  Would  the  Senator  yield  just  to  clarify  that 
point  ? 

You  say  2  billion  6  is  not  required  by  this  legislation ;  did  you  or 
did  you  not  mean  to  say  that  ? 

Mr.  Schultze.  About  $350  million  of  it  assumes  passage  of  the 
separate  small  business  participation  bill.  The  remainder,  2  billion  3, 
therefore,  out  of  the  2  billion  6  would  be  possible  under  existing 
legislation. 

Senator  Muskie.  Neither  of  those  figures  is  dependent  upon  this 
legislation  ? 

Mr.  Schultze.  That  is  correct.  However,  let  me  make  one  point 
on  that,  if  I  may.  The  major  reason  we  are  urging  prompt  passage 
of  this  bill  is  that  it  takes  a  significant  amount  of  time  to  go  through 
the  steps  required  under  this  legislation,  including  through  the  appro¬ 
priations  committees;  that,  to  plan  the  sales,  having  done  that,  to 
make  the  announcement ;  having  done  that,  to  set  a  price ;  having  done 
that,  to  get  the  receipts  in,  and  we  want  to  avoid  having  to  cram  this 
all  up  into  a  short  portion  of  fiscal  1967.  Therefore,  even  though  we 
are  still  well  before  fiscal  1967,  we  think  it  is  very  necessary  to  have 
this  authority  soon  so  we  can  begin  to  take  the  necessary  orderly  steps 
in  marketing  in  1967. 

Senator  Muskie-.  This  legislation  is  necessary  for  fiscal  1967  and 
not  fiscal  1966. 

The  Chairman.  I  am  glad  the  Senator  brought  that  point  out.  I 
thought  the  thrust  of  this  was  for  the  current  as  well  as  l  he  next  fiscal 
year. 

Mr.  Schultze.  No,  sir. 

The  Chairman.  But  you  can  raise  2  billion  3  under  existing  law, 
only  300  million  under  the  Small  Business  Administration  would  be 
affected  ? 

Mr.  Schultze.  That  is  correct. 

The  Chairman.  So  the  major  impact  of  this  bill  is  for  the  year  that 
does  not  commence  until  July  1  next  ? 

Mr.  Schultze.  That  is  correct. 

The  Chairman.  Senator  Bennett. 

Senator  Bennett.  Thank  you,  Mr.  Chairman. 

Gentlemen,  sis  I  have  listened  to  the  discussion,  I  am  coming  to  real¬ 
ize  that  in  passing  this  bill  we  are  making  a  very  major  and  permanent 
change  in  the  method  of  financing  the  operations  of  the  Federal 
Government. 

This  is  not  an  emergency  bill  to  get  us  through  1966  and  1967.  This 
is  a  bill  which  will  put  a  new  element  in  the  Treasury's  management  of 
our  cost  of  Government,  and  I  think  probably  is  going  to  require  very 
definite  change  in  our  method  of  reporting  the  cost  of  Government  to 
the  American  people. 

I  don’t  question  the  right  of  the  Treasury  to  approach  their  problem 
in  this  way.  Actually,  as  I  have  listened  to  the  testimony,  I  realize 
that  the  problem  has  been  sneaking  up  on  us  for  a  long  time,  ever  since 
the  Treasury  or  the  Federal  Government  went  into  the  business  of 
direct  loans. 
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We  could  have  foreseen  that  the  day  would  come  when  the  total  of 
those  loans  would  be  a  burden  and  we  would  be  tempted  or  advised  to 
reduce  that  burden  by  selling  the  loans  in  some  form  or  another  back 

to  the  private  sector.  . .  _ .  . 

It  is  interesting  to  observe  that  in  1959,  when  President  Eisenhower 
used  a  variation  of  this  process  to  get  past  the  crisis,  the  resolution  was 
offered,  voted  and  approved  in  the  Senate  condemning  this  action  and 
many  of  the  members  of  the  Banking  Committee  were  the  authors  ot 
that  resolution  and  the  present  President  of  the  United  States  spoke 
and  voted  for  it,  condemning  this  kind  of  an  approach. 

So  we  have  grown  up.  We  have  learned  a  lot  in  i  years. 

Senator  Sparkman.  We  have  learned  from  our  Republican  bretlnen. 

Senator  Muskie.  Excellent  teachers.  . 

Senator  Bennett.  It  is  interesting  that  the  Republican  minority 


suggests  an  improvement. 

Mr.  Barr.  Senator  Bennett,  if  I  may 

Senator  Muskie.  You  are  not  going  to  run  out  on  us  now  that  we 

have  ioined  you  ?  ,  .  .  . 

Senator  Bennett.  I  am  going  to  point  out  ways  by  which  you  can 

save  yourselves  from  further  criticism.  ,  , ,  , 

Mr.  Barr.  The  present  Under  Secretary  of  the  Treasury  should  be 
included  in  that  last  group.  I  spoke  in  the  Congress  in  precisely  the 


same  vein,  sir.  „  ,  ,  ,  ,  ,  «T.  « 

Senator  Bennett.  Well,  my  father  used  to  have  a  phrase,  It  s 
condition,  not  a  theory.”  Now  we  realize  that  this  is  a  condition,  those 
of  us  who  opposed  it  as  a  theory  a  few  years  ago  have  changed  their 

^  Comment  has  already  been  made  and  questions  have  been  asked  indi¬ 
cating  that  when  this  new  form  of  financing  comes  into  general  use  it 
is  <ming  to  leave  many  questions  in  the  minds  of  people  affecting  (a) 
the  budget  deficit,  because  we  are  going  to  have  one  for  a  year  or  two, 

and  ( b )  the  debt  ceiling.  ,  n  ^  • 

It  is  the  opinion  of  this  Senator  that  unless  the  budget  reporting  is 
set  up  in  such  a  way  that  income  from  this  type  of  borrowing  is  shown 
separately  and  clearly  and  shown  as  a  reduction  in  the  regular  budget 
deficit,  the  administration  is  going  to  lay  itself  open  to  a  charge  o 

deThi's  could  become  a  political  issue  and  the  so-called  credibility  gap 
and  management  of  news  charges  can  be  illustrated  or  demonstrated  by 

this  procedure  unless  it  is  properly  handled. 

I  wonder  if  we  haven’t  reached  the  point,  Mr.  Schultze,  where  the 
method  of  reporting  the  budget  should  include  at  least  a  reporting 
of  the  total  amount  of  private  loans  made  by  the  Government  to  the 
private  individuals  at  the  beginning  of  a  term,  the  increase  in  that 
amount  during  the  term,  and  the  decrease  created  by  the  sale  of  these 
participations,  because  this  will  have  a  very  definite  effect  on  he 
deficit  as  reported,  and  unless  it  is  understood  and  carefully  spelled 
out,  it  can  be  the  basis  of  accusation,  maybe  unfair,  that  this  device  is 

used  to  conceal  budget  deficits. 

Now  it  seems  to  me  those  three  facts  become  important. 

We  are  o-0ing  to  embark  upon  a  permanent  program  ot  the  sale  ot 
participations  This  bill  has  no  expiration  date.  It  is  a  new  perma- 
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nent  program,  part  of  the  Treasury’s  business.  So,  I  think  unless 
the  budget  shows  it  not  included  in  some  other  total,  but  plainly 
spelled  out  and  unless  the  budget  reporting  shows  the  deficit  that 
exists  in  terms  of  tax  revenues  and  expenses,  and  then  shows  sepa¬ 
rately  the  impact  of  the  borrowing,  both  through  the  selling  of  Treas¬ 
ury  obligations  and  the  selling  of  participations,  we  are  really  going 
to  confuse  the  people. 

Even  though  it  may  be  said  that  this  brings  the  administrative 
budget  more  nearly  into  line  with  the  national  income  accounts  budget, 
the  ordinary  individual  doesn’t  know  what  that  budget  is.  He  just 
looks  at  the  figure  given  by  the  President  and  says,  we  are  going  to 
have  a  budget  deficit  this  year  of  so  much,  and  I  think  he  is  entitled  to 
know  that  the  deficit  has  either  been  increased  or  decreased  by  trans¬ 
actions  in  this  field  of  borrowing. 

Do  you  agree  with  me  ? 

Mr.  Schultze.  Well,  I  don’t  know  whether  I  can  simply  say  yes  or 
no  to  that,  Senator.  If  I  may  have  a  moment  or  so — in  the  first  place, 
in  13  pages  of  detail,  with  appropriate  summaries,  we  do  publish  and 
have  published  for  several  years  in  the  budget  a  special  analysis  of  our 
credit  programs  which,  among  other  things,  shows  program  by  pro¬ 
gram  and  in  total  exactly  how  much  we  are  planning  to  sell  of  these 
assets,  either  directly  or  through  participations. 

As  I  say,  it  gives  it  in  total,  by  individual  program,  and  by  type  of 
sale,  so  that  anyone  who  wishes  can  see  this.  Not  only  that,  in  addi¬ 
tion  to  the  special  analysis  there  is  a  special  section  in  the  President’s 
budget  message — by  that  I  mean  the  part  that  the  President  himself 
signs — calling  attention  to  this.  That  is  point  No.  1.  All  of  the  facts 
are  laid  out  and  are  by  no  means  concealed.  We  have  gone  to  great 
pains  to  spell  it  out  in  great  detail. 

The  second  point  on  this  is  that  it  is  indeed  a  very  complex  matter 
to  decide  what  ought  and  ought  not  to  go  into  the  “deficit.”  Let  me 
give  you  an  example.  Until  last  year  the  rate  on  college  housing  loans 
was  higher  than  3  percent.  It  was  reduced  to  3  percent.  Under  the 
earlier  set  of  circumstances — when  rates  were  higher — the  short 
maturities  in  the  public  issues  generally  were  taken  up  by  the  private 
market  and  sometimes  all  of  a  public  issue  was  taken  up  by  the  private 
market.  That  never  appeared  in  the  budget.  I  don  t  think  anyone 
ever  thought  it  should  show  in  the  budget,  even  though  it  was  in  a 
sense  part  of  a  general  program  to  help  colleges  build  housing. 

Now,  by  a  change  of  a  very  small  amount,  a  few  eights  of  a  per¬ 
centage  point  in  the  interest  rate,  short-term  as  well  as  long-term  public 
issues  are  being  bought  by  the  Federal  Government.  Under  this 
technique  that  we  are  proposing  those  loans  woqld  be  pooled  and  sold 
out  again.  The  net  result,  really,  in  terms  of  the  taxpayer  is  to  put 
you  back  exactly  where  we  were  before,  where  nobody  really  claims 
they  should  have  showed  up  in  the  budget  deficit. 

The  only  difference  is  a  very  slight  difference  in  the  interest  subsidy 
which  will  be  shown  and  counted  in  the  budget. 

So,  what  I  am  really  saying  is — and  this  is  the  whole  thrust  of  this 
program — is  not  to  disguise  the  deficit  in  some  sense,  but  to  recognize 
the  fact  that  the  purpose  of  the  Federal  Government  in  these  programs 
is  to  assume  some  of  the  credit  risk  and  get  funds  to  borrowers  in. 
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In  some  other  cases  you  can  do  it  through  a  direct  guarantee.  In  this 
case  the  loan  has  to  be  made  initially  by  the  Federal  Government  and 

pooled  and  sold  out.  .  , 

It  seems  to  me  it  is  perfectly  in  keeping  with  the  traditional  treat- 
ment  of  these  programs  to  show  it  the  way  we  are  showing  it. 

Senator  Bennett.  On  the  other  hand,  the  so-called  man  m  the  stieet 
doesn’t  go  back  to  all  of  these  supporting  documents  and  all  of  this 
technical  data.  He  is  led  to  believe  that  the  final  figure  which  is 
announced  as  the  budget  deficit  actually  represents  a  difference  between 
the  income  from  taxes  and  the  operating  expenses  of  the  federal 

Government.  ,  ^  ,  .  , 

The  fact  that  in  the  coming  fiscal  year  the  President  projects  a  very 
small  budget,  deficit,  but  brings  into  that  rather  substantial  amounts 
that  have  not  been  in  previous  years,  destroys  the  comparability,  and 
I  think  we  have  got  to  preserve  the  comparability  and  I  believe  that  it 
you  don’t— and  this  is  just  a  warning  from  a  man  on  the  other  side 
of  the  political  fence— if  you  don’t,  you  are  going  to  be  charged  with 

deception,  and  this  is  pretty  good  political  fodder  ,  , 

Now,  I  don’t  like  to  see  the  Treasury  of  the  United  States  charged 
with  deception  and  I  believe  that  if  this  is  going  to  be  a  permanent 
program,  as  it  seems,  and  if  we  are  going  to  embark  now  on  a  program 
of  borrowing  through  the  sale  of  participation  certificates;  that  the 
impact  of  these  borrowing  transactions  on  the  budget  deficit  should 
be  so  clearly  recorded  that  it  can’t  be  missed.  ,  , 

While  $2  or  $3  billion  may  not  be  large  in  respect  to  the  hundreds 
of  billions  of  dollars  that  come  in  from  other  sources,  I  think  this  is 
important. 

I  have  talked  too  long  about  that.  .  ' 

To  what  extent  is  it  fair  to  say  that  in  practice  these  participations 
are  backed  by  the  full  faith  and  credit  of  the  U.S.  Government?  Do 
they,  in  effect ,  have  as  much  backing  as  a  Government  bond  f  - 

Mr.  Barr.  In  practice,  Senator  Bennett,  that  is  true.  The  legal 

definition,  however,  is  different. 

Senator  Bennett.  I  understand  that.  _  .  , 

Mr  Barr.  This  legal  distinction  will  give  the  States  the  right  to 
tax  these  securities.  If  it  is  a  debt  instrument  bearing  the  full  faith 
and  credit  of  the  United  States,  then  it  becomes  a  Treasury  issue  and 
cannot  be  taxed  by  the  States.  This  is  the  reason  for  the  slight 

dl  Senator  Bennett.  But  you  can’t  conceive  of  a  situation  m  which 
an  owner  of  a  participation  certificate  would  find  that  it  would  be 

in  default  ? 

Mr.  Barr.  No,  sir ;  I  couldn  t. 

Under  this  proposal,  Senator  Bennett,  I  quite  agree  with  you.  I  he 
last  thing  we  want  is  to  destroy  credibility.  That  is  the  reason  we  are 

providing  for  the  appropriating  process  ttnma  W 

1  These  securities,  Senator  Bennett,  will  be  backed,  by  FNMA,  but 
also  by  an  agency  that  goes  to  the  Appropriations  Committee,  gets  an 
act  and  the  act  is  passed  by  the  Congress.  So  this  is  about  as  much 
the  full  faith  and  credit  of  the  United  States  as  you  can  get. 

In  the  final  analysis,  full  faith  and  credit  of  the  United  States  is 
the  authority  granted  by  the  Congress,  and  that  will  be  granted  ex¬ 
plicitly  every  year  for  every  issue  covered  by  this  legislation,  Senato  . 
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Senator  Bennett.  As  new  leading  programs  come  into  being — and 
we  create  them  quite  frequently — will  they  be  subject  to  the  same  situa¬ 
tion  and  subject  to  being  used  as  the  background  for  participation? 

Mr.  Barr.  That  is  correct,  sir. 

Mr.  Schultze.  Yes,  sir. 

Senator  Bennett.  So  that  this  program  could  continue  to  increase 
substantially. 

I  have  been  trying  since  this  bill  came  over  here  to  get  a  list  of  the 
leading  programs  that  are  now  available.  I  get  told,  “Well,  here  are 
the  main  ones,  the  others  are  inconsequential.” 

Can  you  supply  for  the  committee  a  list  of  all  of  the  existing  lending 
programs  which  would  be  subject  to  this  legislation? 

Mr.  Schultze.  Yes,  sir. 

Mr.  Barr.  Yes,  sir. 

(The  list  follows:) 

Outstanding  direct  loans,  and  guaranteed  and  insured  loans  for  Federal  credit 
programs  classified  by  agency  or  program 


[In  millions  of  dollars] 


Agency  or  program 

1965  actual 

Direct  loans 

Guaranteed 
and  insured 
loans 

A.  MAJOR  AGENCIES  OR  PROGRAMS 

Office  of  Economic  Opportunity _  _  _  _ 

17 

2, 115 
4,072 
1,990 

126 

109 

79 

538 

13 

2, 121 
527 
60 
1,927 
196 
342 
90 
8,997 

139 
3, 763 
1,649 
2,490 
1,147 

Department  of  Agriculture: 

Commodity  Credit  Corporation  .  . 

419 

Rural  Electrification  Administration.  __  _  .  .....  ... 

Farmers  Home  Administration . .  .  ...  ...  ... 

727 

Department  of  Commerce: 

Economic  Development  Administration _  .  _ 

Maritime  Administration .  .  .  _  . 

419 

Department  of  Defense:  Military  assistance  credits...  _ _  _  _ 

Department  of  Health,  Education,  and  Welfare: 

Office  of  Education . .  ...  . . . . . 

Public  Health  Service  _ _ _ _ _  _  _.  .. 

Department  of  Housing  and  Urban  Development: 

Federal  National  Mortgage  Association.  ... 

300 

49,042 

5,033 

Federal  Housing  Administration _  .  ..  _  ...  _  _ 

Public  housing  program.  .  ....  . 

College  housing'program. .  .  . . . . .  _.  . 

Urban  renewal  program _ _ _ _  __  _ 

1,382 

Other  major  programs.  .  ...  . 

Department  of  the  Interior:  Reclamation  loans _  ..  . . 

Department  of  State:  Agency  for  International  Development _ 

144 

Treasury  Department: 

Loans  to  District  of  Columbia .  .  . . 

Foreign  loans. _ 

Veterans’  Administration..  . 

30, 951 
2, 617 
104 

Export-Import  Bank  of  Washington..  ..  .  . 

Small  Business  Administration  _ _  _ _ 

Total,  major  agencies  or  programs _ _  _ _ 

32,  507 

91,138 

B.  OTHER  AGENCIES  OR  PROGRAMS 

Department  of  Agriculture:  Soil  Conservation  Service  ...  __ 

15 

Department  of  Commerce:  Aircraft  loan  guarantees .  . . 

9 

Department  of  Defense: 

Loans  for  construction  of  Ryukyu  power  system  .  ... 

9 

14 

(>) 

4 

6 

2 

13 

4 

Defense  production  loans  and  guarantees.  .  . 

49 

Department  of  Health,  Education,  and  Welfare: 

Community  facility  loans  . 

Hospital  construction  activities...  .  .  . . 

Assistance  to  refugees  in  the  United  States  .  . 

Department  of  Housing  and  Urban  Development: 

Urban  mass  transportation  loans. .  .  _ _  .. 

Liquidating  programs  (Community  Facilities  Administration)..  _  .. 

Community  disposal  program _ _  _  _ 

See  footnote  at  end  of  table. 
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Outstanding  direct  loans ,  and  guaranteed  and  insured  loans J or  Federal  credit 
programs  classified  by  agency  or  program — Continued _ 


Agency  or  program 


b.  other  agencies  or  programs — continued 


1965  actual 


Direct  loans 


Department  of  the  Interior: 

Alaska  public  works_ (repayable  investment) - - 

Bureau  of  Indian  Affairs - - 

Defense  Production  Act  loans - - - - - 

Fisheries  loans. - - 

Ship  mortgage  insurance - - - 

Guam  rehabilitation  program - - - - - 

Minerals  exploration  program.  - — -yr--.--.--~ - 

Department  of  Labor:  Manpower  development  and  training  loans - 

Department  of  State: 

Repatriation  loans - - 

Loans  to  the  United  Nations - 

Treasury  Department:  ....  , 

Defense  Production  Act  loans  (liquidating) - - 

Reconstruction  Finance  Corporation  (liquidating) - 

FedeT^Homf ' Lorn 'bank  ‘  Board: ' Federal  Savings  and  Loan ' Insurance 

Corporation  fund - - 

General  Services  Administration: 

Public  Works  Administration  bonds  (liquidating) - - - 

Surplus  property  sales  credit - -  -  -  -  -  —  --y,----; - 

Interstate  Commerce  Commission:  Guaranteed  rmRoad  loans  ------------- 

National  Capital  Planning  Commission:  Advances  to  the  District  ol  co 

lumbia  and  Maryland - 

Veterans’  Administration: 

Service  disabled  veterans  fund - - - 

Vocational  rehabilitation  fund - - - 

Veterans  special  term  insurance  fund  - 

Veterans  insurance  and  indemnities  fund - 

Veterans  ropened  insurance  fund - - - 


Total,  other  agencies  or  programs. 


All  agencies. 


0 


16 

24 

8 

6 

’~2 

1 


Guaranteed 
or  insured 
loans 


3 

107 


0 


131 

58 

100 


0 

0 

0 


547 


214 


276 


33, 054 


91,414 


i  Less  than  $1,000,000  outstanding. 

Note. — Figures  may  not  add  due  to  rounding. 

Senator  Bennett.  Can  you  explain  to  us  liow  the  sale  of  these  par¬ 
ticipations  will  be  coordinated  with  the  activities  of  the  monetary 

authorhi^^  y  sjr.  it  will  be  coordinated  through  the  Treasury. 
As  you  know,  we  have  a  close  relationship  with  the  Federal  Reserve 
Board.  The  Chairman  of  the  Federal  Reserve  Board  lunches  with  us 
everv  Monday  and  we  are  in  constant  communication  with  him. 

The  Under  Secretary  of  the  Treasury  for  Monetary  Affairs  is  a  mem¬ 
ber  of  the  Board  of  FNMA,  so  the  coordination  with  monetary  au¬ 
thorities  will  be  through  the  Treasury,  Senator  Bennett,  and  I  think 

this  coordination  will  be  improved.  .  .  A 

If  I  may  refer  to  a  letter  that  Senator  Robertson  put  m  the  record 
from  the  American  Bankers  Association,  sir,  they  mention  that  nearly 
everyone  who  has  ever  looked  at  this  whole  area  of  Federal  credit 
program  has  urged  us,  where  possible,  to  substitute  private  for  Federal 
credit.  They  have  urged  us  to  sell  assets  that  they  will  buy. 

In  this  area  of  coordination,  however,  there  are  two  problems :  If  you 
sell  the  assets  directly,  each  one  of  these  agencies  is  attempting  (o  ^et. 
into  the  market  at  given  times.  The  coordination  process,  senator 
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Bennett,  is  almost  impossible.  You  can  compare  it  to  several  people 
trying  to  get  through  the  door  at  the  same  time. 

We  believe  that  through  the  coordination  that  we  can  achieve 
through  FNMA,  we  can  bring  some  sense  into  this  whole  area  and  the 
coordination  will  move  from  FNMA  through  the  Treasury  to  the 
Federal  Reserve  Board.  This,  in  our  opinion,  is  a  vast  improvement 
over  the  present  situation. 

Senator  Bennett.  That  leads  up  to  this  question :  FNMA  was  orig¬ 
inally  created  to  provide  a  secondary  market  for  housing  mortgages. 
It  was  expected  they  would  move  in  and  out  as  the  private  market 
made  it  possible.  It  is  a  part  of  the  Department  of  Housing  and 
Urban  Development  now. 

If  this  is  going  to  become  Government-wide  in  its  scope,  why 
shouldn’t  the  process  and  the  control  of  the  coordination  be  moved 
into  the  Treasury  leaving  FNMA  to  carry  out  its  original  function  ? 
If  it  has  to  be  coordinated  with  the  monetary  authorities,  and  if  this 
is  going  to  be  a  permanent  part  of  Treasury’s  programs  for  financing, 
why  shouldn’t  an  amendment  be  offered  to  the  bill  which  moves  this 
into  the  Treasury  ? 

Mr.  Barr.  Senator,  we  looked  at  this  approach  and  it  is  an  approach. 
Reasonable  men  can  differ  over  this.  It  seemed  to  us  that  FNMA 
was  established.  It  had  its  relationships  with  the  market.  We 
had  a  long  record  of  cooperative  arrangements  and  coordination  with 
FNMA  and  from  the  Treasury,  as  I  mentioned  before,  back  to  the 
Federal  Reserve  System. 

We  decided  that  instead  of  creating  another  agency,  we  should  use 
what  we  had.  It  worked  well  in  the  past,  and  we  thought  it  would 
continue  to  work  well  in  the  future. 

Senator  Bennett.  I  can’t  think  of  any  agency  that  has  a  closer 
relationship  with  the  market  than  the  Treasury.  You  are  in  the 
market  much  more  frequently  than  FNMA. 

Mr.  Barr.  That  is  correct. 

Senator  Bennett.  It  would  seem  to  me  if  it  is  just  a  question  of 
experienced  personnel,  maybe  they  can  be  moved  out  of  HUD  into  the 
Treasury,  but  I  predict  that  if  this  becomes  a  permanent  part  of  our 
financing  program,  that  the  day  will  come  when  it  will  move  into  the 
Treasury  because  as  more  and  more  agencies  begin  to  lend  money,  the 
spectrum  will  just  be  so  broad  that  the  Department  of  Housing  and 
Urban  Development  will  no  longer  appear  the  proper  department  to 
handle  this  kind  of  a  problem. 

Mr.  Schuetze.  There  was  one  advantage  with  FNMA  in  that  this 
does  involve  the  pooling  of  a  number  of  individual  loans  and  relation¬ 
ships  with  other  agencies  and  keeping  the  books  on  this  and  everything 
else.  It  turns  out,  unlike  Treasury,  this  particular  one,  FNMA,  does 
have  experience,  and  I  mean  specifically  they  have  already  done  this 
over  the  last  year  and  a  half,  so  there  was  some  advantage  in  taking 
advantage  of  that  expertise. 

Senator  Bennett.  There  was  a  time  when  it  was  assumed  that 
FNMA  would  possibly  become  a  privately  operated,  privately  capi¬ 
talized  operation.  In  other  words,  that  the  need  for  the  Government 
to  supply  a  secondary  mortgage  market  would  disappear  because  the 
private  industry  would  supply  the  secondary  mortgage  market.  This 
of  course  would  completely  eliminate  that  thought. 
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Mr  Schultze.  No;  the  FNMA  secondary  market  function  is  treated 
separately.  The  sale  of  participations  doesn’t  go  through  their  sec¬ 
ondary  market  function.  That  is  separate,  as  it  has  been,  ever  since 

1954  when  it  was  established  as  a  separate  function.  ,  T 

Senator  Bfjnnett.  I  think  it  should  be  left  with  that  market  and  I 
hope  the  committee  will  consider  whether  or  not  this  thing  as  a  per¬ 
manent  program  hasn’t  become  important  enough  to  move  into  the 

P  Then  there  is  another  thought  that  occurs  to  me  about  this  program. 
You  have  made  abundantly  clear  that  there  are  times  when  it  is  diffi¬ 
cult  for  a  private  individual  or  a  company,  or  an  operation,  to  ^e 
credit  and  so  the  Federal  Government  through  its  vanous  agencies 
supplies  that  need.  And  now  you  turn  around  and  sell  participation 

06  Are  you  creating  a  psychological  situation  m  which  the  banker  will 
say,  “Why  should  I  take  the  risk  ?  Why  shouldn  t,  I  send  my  borrow¬ 
er's  to  the  Federal  Government  and  then  buy  the  participation  back  .  1 

supply  the  credit,  but  I  supply  it  without  risk.”  .  n 

Is  it  not  possible  and  perhaps  likely  that  to  make  this  practice  Gov 
ernment-wide  is  going  to  increase  the  penetration  of  the  Government 
into  the  business  of  supplying  credit  to  industry  and  while  ^  ls  t™ 
that  the  sale  of  participations  brings  private  money  back  into  the 
situation,  that  money  or  the  credit  created  by  that  moneyisGoverm 
ment  managed  and  aren’t  we  by  this  process  increasing  the  extent  to 
which  Government  will  manage  private  credit? 

You  become  a  broker  between  the  borrower  and  lender  and  you  elim 

nate  the  risk  and  take  full  control.  ti  Q  kat  q  wnrs 

Mr  Schultze.  Senator,  let  me  point  out  that  over  the  last  -  years 
really,  as  we  have  been  moving  into  this  participations  area  we  have 
also  moved  along  the  lines  you  have  dictated,  where  it  is  feasible  with 
the  cooperation  of  the  Congress,  to  take  programs  which  were  origi¬ 
nally  Federal  and  move  them  out  and  make  them  almost  purely  pri\  a  e. 
Let  me  give  you  two  examples  of  legislation  passed  and  one  now 

PeThe1first  case  is  the  Farmers  Home  Administration  direct  loan  pro- 
o-ram  for  rural  housing.  The  administration  proposed,  this  committee 
agreed  and  the  Congress  passed  legislation  translating  that  direct 
loan  program  into  an  insured  loan  program.  Last  year,  m  attempting 
to  o-et  more  credit  flowing  into  student  loans,  again  the  administration 
proposed  and  the  Congress  agreed  on  a  program  of  lending  from  indi¬ 
vidual  banks  guaranteed  by  the  Federal  Government  with l  an  interest 
subsidy,  so  there  is  a  direct  relationship  here.  I  nally  we  P^sea 
the  same  kind  of  thing  this  year,  a  little  more  complicated,  for  national 

^eWhatei  am  drying  to  get  at  is  that  we  have  quite  consciously  moved 
in  die  directioi/wherever  feasible  not  merely  going  the  participation 
route  but  o-oin<>-  further  than  that,  where  it  is  feasible,  and  putting  the 
whole  program" back  out  into  the  private  market  with  just  a  straight 

"UNowtethe  reasons  we  can't  do  it  with  these  other  programs  varies 

depending  on  the  nature  of  the  program,  but  Ye/re^nt/ S^t 
v eying  and  evaluating  programs  with  this  in  mind.  What  I  did  wa 
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to  assure  you  is  that  use  of  the  participation  method  in  and  of  itself 
does  not  ignore  the  possibility  of  trying  to  get  private  credit  in  more 
directly  than  if  it  is  brought  in  through  participation. 

Mr.  Barr.  Senator  Bennett,  my  I  mention  that  we  accepted  a  House 
amendment  to  this  bill  that  instructed  the  Secretary  of  the  Treasury 
to  make  a  study  and  come  back  to  the  Congress  in  6  months,  with  a 
report  on  all  Federal  credit  programs  and  the  possibility  of  substituting 
guarantees  for  direct  loans. 

Senator  Bennett.  I  think  that  is  important,  because  I  think  the 
risk  of  getting  deeper  and  deeper  into  the  market  increases  with  the 
passage  of  this  bill  unless  there  is  something  to  offset  it. 

You  have  been  very  patient  with  me  and  I  probably  used  more  than 
my  share  of  the  time  and  I  can  only  defend  that  by  saying  that  today  I 
am  the  captain  and  the  crew  and  the  whole  minority.  Earlier  you 
had  a  discussion  with  Senator  Robertson  about  the  additional  cost. 
Somewhere  in  these  papers  here,  is  a  page  from  the  Congressional  Rec¬ 
ord  containing  a  statement  put  in  by  Senator  Williams  quoting  from 
the  Wall  Street  Journal,  which  showed  that  the  first  sale  under  the 
Small  Business  Act  represented  an  increase  in  cost  of  six-tenths  of  1 
percent,  rather  than  the  25  to  35  basis  points  you  have  suggested. 

Can  you  tell  me  why  that  happened  ? 

Mr.  Barr.  Senator  Bennett,  this  is  a  perfect  illustration  of  why  we 
want  to  go  the  participation  route.  As  I  mentioned  to  you,  repre¬ 
sentatives  of  nearly  every  part  of  the  financial  community  have  rec¬ 
ommended  that  we  get  rid  of  the  assets  we  hold  by  direct  sales  or  by 
guarantees. 

Now  we  tried  the  direct  sale  route  with  the  SBA  loans,  these  were 
SBIC  debentures.  We  sold  them  directly  into  the  private  market. 
We  had  to  take  a  discount  of  9  percent.  In  other  words,  SBIC  bonds 
that  were  issued  to  yield  5  percent  on  par  of  100  had  to  be  sold  at  91 
so  as  to  yield  an  effective  rate  of  5.75  percent. 

At  almost  precisely  the  same  time.  Senator  Bennett,  FNMA  was 
in  the  market.  It  got  a  rate  of  5.38  percent.  The  difference  between 
the  two  rates  is  almost  40  basis  points,  or  0.4  percent,  so  you  can  make 
the  point  that  it  cost  close  to  a  half  million  dollars  to  go  the  direct 
sale  route  rather  than  participation  route.  That  was  the  cost  to  the 
Government  in  this  operation. 

If  we  are  going  to  get  rid  of  assets,  we  are  faced  with  the  question 
of  whether  we  should  sell  them  directly  in  the  market  or  sell  them  via 
the  participation  route.  If  we  sold  mortgages,  Senator  Bennett,  they 
would  be  bought,  as  I  mentioned,  by  the  very  people  making  mort¬ 
gages,  thereby  increasing  the  pressure  on  the  homeowner  who  is  trying 
to  borrow  money. 

The  participation  route  takes  us  through  the  whole  spectrum,  Sen¬ 
ator. 

Senator  Bennett.  The  paragraph  I  was  quoting  from  page  169  of 
the  March  22  Congressional  Record  says  : 

It  is  interesting  to  note,  that  the  following  day  after  the  enactment  of  the  bill, 
the  Federal  National  Mortgage  Association  sold  $410  million  worth  of  participa¬ 
tion  certificates.  The  interest  rate  they  paid  was  0.6  percent  higher  than  the 
interest  rates  for  corresponding  Government  issues. 

Mr.  Barr.  I’m  sorry,  I  misunderstood  you.  There  has  been  a 
churning  in  the  market  in  January,  February,  and  March,  and  Di- 
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rector  Schultze  and  I  have  referred  to  the  spread  of  25  to  35  basis 

points— one-fourth  to  three-eighths  of  1  percent 

We  are  referring  to  the  experience  we  have  had  over  the  past  2  oi 

-  -f5  ,  i  i  l _ _ ±1-*^  1  n  of  Q  mnnfliQ  Soill P- 


^  years.  The  market  has  been  churning  in  the  last  3  months,  borne- 
times  there  has  been  a  wide  spread  between  the  rate  on  participations 
and  Treasury  securities  and  at  other  times,  m  the  same  matin  1  y 
schedules,  the  cost  of  participation  sales  comes  very  close  to  that  on 
treasury ’issues.  It  varies  on  different  days.  ,,  ,  ^ 

Senator  Bennett.  Let  me  ask  you  a  question  now.  Does  the  buyer 

know  the  actual  instruments  behind  his  certificate . 

Mr.  Barr.  If  he  reads  his  prospectus,  he  will  know  what  assets  are 

in  this  pool.  That  will  be  clearly  set  forth.  « 

Senator  Bennett.  That  is  fine.  Now  one  other  comment.  And  this 

question  was  handed  to  me.  .  ,  ,  ,r  „ Tctiu 

Does  this  device  really  substitute  private  for  public  credit*  Isn  t 
it  rather  a  means  of  using  public  credit  to  provide  private  credit.' 

Mr  Barr.  I  would  describe  it,  Senator,  as  an  attempt  to  enable  bor¬ 
rowers  who  can’t  get  to  the  market  to  use  the  facilities  of  the  U.b- 
Government  to  get  to  the  market.  In  effect  the  Government  I  w ill 
use  the  term  you  used— would  act  almost  as  a  broker,  and  we  admit 

that  there  is  a  cost  in  this  thing.  , 

The  alternative  is  having  the  Treasury  do  all  of  the  borrowing, 
you  have  pointed  out,  these  direct  loans  have  grown  and  grown  and 
grown  so  that  the  Government  is  beginning  to  look  more  like  a  bank 

than  a’ Government— clearly  an  unacceptable  position. 

Senator  Bennett.  In  the  last  analysis,  the  Government  gets  its 
money  from  the  public  in  any  of  its  activities. 

Mr.  Barr.  That  is  correct,  sir.  .  .  ,,  ,  , ,  • 

Senator  Bennett.  So  it  depends  on  private  credit,  whether  by  tl ns 
device,  the  device  of  selling  bonds,  but  this  is  a  device  by  which  the 

Government  becomes  a  kind  of  broker. 

Mr.  Barr.  It  is  the  only  feasible  way  we  can  see— - 

Senator  Bennett.  Mr.  Schultze  wags  his  head  at  that.  . .  T 

Mr.  Schultze.  I  hate  to  let  it  go  by  without  adding  a  comment  if  I 

programs  are  established  in  law  and  the  Government  now  is 
not  onlv  the  broker,  but  is  the  holder.  So  admittedly  it  is  true,  the 
Government  becomes  a  broker,  but  actually  shift  from  bemg  the  whMe 
banker  to  becoming  a  broker.  I  think  this  is  backing  oft  latliei  t 

moving  further  into  banking  operations.  , 

Senator  Bennett.  Although  the  Government  does  take  on  a  broker¬ 
age  function  in  its  sales  of  participations,  it  doesn  t  seem  to  me  that 
it  is  backing  off.  It  still  makes  the  loans  and  retains  title  to  them. 
It  have  just  used  them  as  collateral  to  borrow  from  the  private  market. 
Thank  you.  You  have  been  very  patient  with  me  and  I  thank  you. 
The  Chairman.  The  Senator  from  Utah  has  developed  some  in¬ 
teresting  points.  For  example,  suppose  a  man  wants  to  build  a  house, 
and  we  say,  “Get  a  mortgage  on  the  house,  take  it  to  the  bank,  we 
(ninrnntee  90  percent  of  if.”  And  that  is  private  credit. 

NoW  the  Secretary  of  the  Treasury  said  while  the  Government  does 
not  guarantee  thesJ certificates  of  participation,  the  agency  guaran¬ 
tees  them,  but  the  Congress  is  going  to  honor  that  obligation,  so  as  far 
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as  the  borrower  is  concerned,  he  can  rely  on  it  just  as  much  as  if  he  were 
buying  a  Government  bond. 

What  we  want  to  know  is,  in  what  way  then,  if  he  is  buying  what  is 
equivalent  to  a  Government  bond,  we  are  using  private  credit  any 
more  than  if  he  bought  a  Government  bond  ? 

You  can  think  about  that,  and  if  you  want  to  put  that  in  the  record 
later,  you  can  do  it.  I  just  at  the  moment  don’t  see  the  distinction. 

The  next  thing  he  brought  up  is  the  question  of  the  ceiling  on  the 
debt.  The  present  ceiling  is  $328  billion.  The  present  debt  is  $320 
billion.  On  July  30  the  ceiling  goes  back  to  $285  billion.  Whether 
we  act  on  this  bill  or  not,  you  have  got  to  act  on  the  ceiling,  isn’t  that 
true  ? 

Mr.  Barr.  Yes,  sir.  While  it  is  true  that  the  very  same  types  of 
private  investors  might  buy  the  FNMA  participation  certificates  as 
would  buy  U.S.  Government  bonds,  there  is  nonetheless  a  difference 
in  the  degree  of  linkage  between  the  final  investor  and  the  final  bor¬ 
rower  under  various  Federal  credit  programs.  In  the  case  of  the 
participation  certificate  in  a  pool  of  assets,  the  investor  obtains  a  bene¬ 
ficial  interest  in  a  specific  pool  of  credit  related  to  a.  specific  credit 
program.  It  is  a  significant  step  along  the  path  toward  a  fuller  degree 
of  private  participation  in  the  Federal  credit  programs,  which  would 
include  direct  contact  between  the  investor  and  the  ultimate  borrower, 
servicing  of  the  loan  by  the  private  sector,  and  a  bearing  of  some  part 
of  the  risk  by  the  private  investor.  In  contrast,  the  investor  who 
holds  a  U.S.  Government  bond  has  an  asset  that  is  completely  general 
in  scope — it  could  be  associated  just  as  well,  for  example,  with  the  pur¬ 
chase  of  an  Atlas  missile  as  with  the  holding  of  an  SBA  loan. 

The  Chairman.  But  if  we  go  through  with  this  bill,  the  ceiling 
could  be,  presumably,  about  2  billion  less  in  this  current  fiscal  year, 
and  the  next  fiscal  year  might  be  a  full  billion  less,  because  the  money 
that  you  raise  under  these  certificates  will  not  appear  in  the  debt 
ceiling. 

Mr.  Barr.  That  is  basically  correct,  sir. 

The  Chairman.  The  Chair  recognizes  the  Senator  from  Illinois. 

Senator  Douglas.  I  apologize  for  not  having  been  present  when  the 
testimony  began.  I  take  it  that  what  you  are  doing  essentially,  is  to 
sell  off  assets  in  order  to  meet  current  expenditures? 

Mr.  Barr.  No,  sir.  We  could  meet  current  expenditures,  Senator 
Douglas,  by  borrowing  through  the  Treasury  or  we  could  meet  current 
expenditures  by  raising  taxes. 

The  objective  of  this  legislation  is  to  reduce  the  Government’s  ever- 
mounting  portfolio  of  direct  debt. 

Senator  Douglas.  And  with  those  amounts,  you  meet  your  current 
deficits,  isn’t  that  right? 

Mr.  Barr.  Yes,  sir ;  if  you  want  to  look  at  it  that  way. 

Senator  Douglas.  Now  is  this  a  new  practice  or  has  this  been  put 
into  effect  before? 

Mr.  Barr.  It  is  quite  an  old  practice,  Senator.  There  is  nothing  new 
or  novel  about  it. 

Senator  Douglas.  I  wonder  if  we  could  have  a  little  history?  You 
know  after  having  sat  18  years  on  this  committee,  one’s  memory  of  de¬ 
tails  becomes  a  little  hazy,  but  I  have  the  vague  recollection  that, 
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around  1958,  the  Secretary  of  the  Treasury,  or  at  least  the  Under  Sec¬ 
retary,  appeared  and  asked  that  this  same  authority  be  given  in  con  • 

nection  with  FNMA.  Is  that  true?  ,  , 

Mr.  Barr.  That  is  correct.  Mr.  Schultze  has  some  figures  here  ho 

would  like  to  insert.  . 

Mr.  Schultze.  I  am  a  little  at  a  loss  to  know  exactly  how  to  intro¬ 
duce  this,  because  I  am  not  trying  to  make  invidious  comparisons. 

Senator  Douglas.  I  am  not  making  invidious  comparisons.  It  is 
inst  that  my  memory  is  not  perfect.  I  have  the  vague  recollection  that 
the  Under  Secretary  of  the  Treasury  or  perhaps  the  Secretary  at  that 
time  appeared  and  asked  that  this  be  done  so  far  as  FNMA  was  con¬ 
cerned.  Am  I  right  or  wrong  ? 

Mr.  Schultze.  Correct. 

Senator  Douglas.  How  much  was  sold  on  . 

Mr.  Schultze.  What  I  was  going  to  give  you  was  kind  ot  a  sum¬ 
mary  of  8  years  of  the  Eisenhower  administration  m  this  area  ot 

ilSSB'tS. 

Senator  Douglas.  It  began  before  1958  ? 

The  "total  'amount^of6  Federal  portfolio  sold  over  those  8  years  was 
$2i/2  billion,  approximately—— 

1  few  small  sales,  but  as  far  as 

'VeSeMtoSrDoDoLts!hThis  was  to  help  reduce  the  deficit  which  would 
otherwise  have  existed  ? 

Senato^DouGLAS.  So  you  are  merely  walking  in  the  familiar  paths 

first  trod  by  the  Eisenhower  administration?  .  .  .  T 

Mr.  Schultze.  We  did  not  go  back  to  the  Truman  admmistration  l 
suspect  we  would  have  found  some  sales  ot  assets  there.  M  e  did  not 

^°Senator  Douglas.  This  applies  to  sales  of  securities  and  not  sales  of 

COMu°Schultze.  That  is  right,  financial  assets,  loans,  mortgages,  and 

Senator  Douglas.  How  much  did  the  Eisenhower  administration 

lose  in  its  sales  of  its  assets  ?  , 

Mr  Schultze.  I’m  sorry,  sir,  I  would  have  no  idea  of  what  that  w  as. 
Senator  Douglas.  I  think  it  would  be  very  interesting  to  find  out. 
Mr.  Schultze.  I  can  make  one  point  on  it,  Senator,  that  111  general, 
although  not  always,  given  the  kind  of  assets  in  the  Federal  Goveri  - 
ment’s  portfolio,  it  will  cost  more,  as  a  general  rule,  to  sell  them  indi¬ 
vidually,  than  if  they  are  pooled  and  sold.  This  is  because  ot  the  11s  v 
pooling  involved,  quite  apart  from  the  guarantees. 

1  Even  a  guaranteed  mortgage  is  going  to  cost  more  to  sell  it.  md 

vidually  than  if  you  pool  a  number  of  mortgages.  „ 

Senator  Douglas.  You  are  the  Inspector  General  for  the  Govern¬ 
ment,  and  your  agency  keeps  a  very  close  watch  on  al  P'lb|'o ’^s. 
Haven't  you  ever  figured  out  what  the  loss  was  on  the  sale  by  the  Else 
hower  administration  of  these  securities  and  mortgages,  or  are  you 
drawing  a  silken  curtain  of  secrecy  over  these  ? 
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Mr.  Schultze.  No,  sir.  I  think  the  only  way  one  can,  I  think,  legiti¬ 
mately  calculate  si  loss  is  to  look  at  the  difference  between  what  it 
would  cost  to  continue  to  carry  the  securities  by  having  Treasury  debt 
outstanding  and  what  it  costs  to  get  rid  of  them. 

Senator  Douglas.  That  is  what  H.  J.  Davenport  used  to  call  “op¬ 
portunity  costs,”  but  I  don’t  recognize  that.  I  would  only  like  to 
know  the  difference  between  the  amounts  which  the  Government  origi¬ 
nally  paid  for  these  assets  and  the  amounts  which  they  secured  when 
they  sold  them  off.  What  was  the  loss  ? 

Mr.  Schultze.  That  would  be  a  different  and  possiblv  lamer 
number. 

Senator  Douglas.  Y  es,  indeed ;  and  do  you  mean  to  say  that  the 
very  efficient  Bureau  of  the  Budget  has  not  computed  these, losses? 
Mr.  Schultze.  I’m  sorry  to  say,  sir,  we  have  not. 

Senator  Douglas.  This  is  a  grave  delinquency  and  I  am  surprised. 
If  this  had  been  some  poor  Government  administrator,  you  would 
know  how  much  he  was  losing.  But  you  have  never  gone  into  this  ? 

Mr.  Schultze.  It  may  have  been  gone  into - 

Senator  Doltglas.  I  am  going  to  ask  you  to  go  into  it  and  to  produce 
for  the  record  the  amounts  lost  between  the  periods  1953  and  1961, 
and  the  amounts  lost  since  1961.  Also,  we  should  have  the  amounts 
sold,  and  the  amounts  which  were  originally  paid.  But  not  so-called 
opportunity  costs.  You  see,  the  Government  buys  these  things,  but 
never  likes  to  admit  that  it  loses  anything. 

Mr.  Schultze.  Two  points,  Senator.  We  will  try,  to  the  best  of 
our  ability. 

(The  information  will  be  supplied  later  for  the  committee’s  use.) 
Senator  Douglas.  4  ou  have  such  an  able  group  of  men,  you  cer¬ 
tainly  should  be  able  to  do  this.  You  have  the  cream  of  the  intellect 
of  W  ashington.  This  is  a  modest  task.  I  am  not  asking  a  heculean 
task,  but  this  is  a  modest  task  considering  the  intellectual  assets  you 
have. 

Mr.  Schultze.  There  are,  of  course,  as  you  know,  hundreds  of  in¬ 
dividual  transactions  stretching  over  this. 

Senator  Douglas.  Don’t  you  have  computers  ? 

Mr.  Schultze.  Yes,  sir. 

Senator  Doltglas.  On  my  basis  of  computation,  how  much  are  you 
going  to  sell  off  and  how  much  do  you  expect  to  lose  ? 

Mr.  Schultze.  Senator,  two  points.  First,  the  total  amount  of  sales 
ot  participation  m  fiscal  1967  is  planned  at  $4.2  billion.  Now,  Senator, 

I  would  in  all  respects  still  insist  that  when  the  Federal  Government 
makes  a  loan  at  3  percent,  whether  it  sells  that  loan  out  or  not,  it  has 
taken  the  loss. 

Now  it  takes  the  loss  as  a  stream  of  income. 

Senator  Douglas.  Then  you  divide  your  loss  into  two  groups,  the 
loss  occasioned  by  the  low  interest  rate,  and  then,  second,  the  loss 
occasioned  by  the  sale  to  private  parties  ? 

Mr.  Schuutze.  The  “loss”  occasioned  by  the  sale  to  private  parties 
would  presumably  be  the  opportunity  costs,  which  is  the  difference  be¬ 
tween  carrying  it  continually  at  the  Treasury  rate  and  what  it  costs  to 
sell  part lcipation.  That,  I  can  give  you.  That  depends  on  the  market. 

0T?GLAS-  H°w  much  do  you  estimate  that  to  be,  on  the  sale 
of  $4.2  billion  ? 
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Mr.  Schultze.  Two  points  on  that.  First,  our  past  experience  with 
a  much  smaller  volume  of  participations  outstanding,  we  already  have 
some  participations  sold  in  the  past,  is  about  25  to  35  basis  points  or  a 
quarter  to  three-eighths  of  a  percent.  But,  one  of  the  reasons  why  that 
spread  is  what  it  is  is  because  the  secondary  market  for  these  par¬ 
ticipations,  since  only  $1.6  billion  is  outstanding,  is  rather  thin.  As 
more  get  outstanding,  the  market  will  be  broader  and  deeper  and  hence 
that  spread  should  narrow. 

The  spread  also,  obviously,  varies  from  time  to  time  and  day  to  day, 
but  from  past  experience,  it  was  one-quarter  to  three-eighths. 

Senator  Douglas.  Now,  Mr.  Schultze,  you  also  mentioned  that  of 
course  the  Government  would  take  losses  on  the  sale  of  loans  at  3 
percent.  But  FNMA  loans  have  not  been  at  3  percent  ? 

Mr.  Schultze.  No,  sir ;  that  is  correct. 

Senator  Douglas.  Now  I  have  always  suspected  that  FNMA  was  a 
happy  dumping  ground  for  a  lot  of  sour  stuff,  and  for  17  years  I  have 
been  trying  to  probe  FNMA.  And  I  always  come  up  against  this  as¬ 
sertion,  “Oh,  they  are  just  as  good  as  any  other  types  of  mortgages.” 

Now  their  losses  are  not  occasioned  by  any  3  percent.  What  pro¬ 
portion  of  the  $41/2  billion  would  be  FNMA  holdings  ? 

Mr.  Schultze.  In  our  1967  estimate  of  $4.2  billion,  the  following 
kinds  of  sales  would  be  made : 

FNMA,  $520  million  worth,  from  portfolios  in  FNMA.  In  turn, 
that  is  composed  of  two  kinds  of  items,  the  management  and  liquida¬ 
tion  portfolio  and  the  special  assistance  portfolio. 

College  housing  loans,  $820  million. 

Senator  Douglas.  Those  are  low. 

Mr.  Schultze.  Public  facility  loans,  $80  million ;  that  is  3%  to 
3%  percent. 

Senator  Douglas.  You  have  $2.8  billion  to  go. 

Mr.  Schultze.  Veterans’  Administration  direct  loan  portfolio,  $154 
million. 

Loan  guarantee  revolving  fund — vendee  loans — $106  million. 

Senator  Douglas.  You  are  up  to  $1.7  billion,  if  my  arithmetic  is 
correct. 

Mr.  Schultze.  Export-Import  Bank,  $975  million. 

Senator  Douglas.  That  is  the  biggest  figure  yet,  Export-Import. 

Mr.  Schultze.  Rounded  to  a  billion. 

Small  Business  Administration,  $850  million. 

Farmers  Home  Administration,  $600  million. 

And  the  Office  of  Education,  $100  million ;  these  would  be  academic 

facility  loans.  ... 

Senator  Douglas.  Now  how  much  of  this  is  m  low  interest  loans. 
The  Export-Import  Bank  loans  are  not  low  interest? 

Mr.  Schultze.  Five  and  one-half,  generally. 

I  will  give  you  the  range  of  interest  rates  involved.  For  exam¬ 
ple,  in  the  Farmers  Home  Administration,  the  bulk  of  them  are  in 
the  4-  to  5-percent  range. 

In  the  case  of  the  Office  of  Education,  these  range  between  3  and 
3%  percent. 

Senator  Douglas.  Export-Import? 

Mr.  Schultze.  Those  are  generally  5  ^-percent  loans. 
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Senator  Douglas.  Those  have  not  been  subsidized  loans  ? 

Mr.  Schultze.  Those  are  not  essentially  carried  in  this  bill,  in  the 


sense- 


Senator  Douglas.  Do  you  expect  losses  on  the  sale  of  these  ? 

Mr.  Schultze.  Of  the  Export-Import,  no,  sir.  So  far  they  have 
been  able  to  do  this  pretty  well,  they  have  taken  no  losses. 

Senator  Douglas.  I  have  always  been  concerned  whether  the  Gov¬ 
ernment  was  having  dumped  upon  it  a  lot  of  sour  loans  and  mortgages. 
Now  we  made  a  conscious  choice,  which  I  supported,  and  I  am  still  sup¬ 
porting,  to  have  loans  for  college  housing  and  other  features.  But 
many  of  these  activities,  such  as  FNMA’s,  have  been  at  the  request  of 
the  real  estate  market.  The  Export-Import  Bank  has  made  its  loan  at 
the  request  of  those  supporting  it. 

Have  you  ever  surveyed  the  quality  of  these  loans  ? 

Mr.  Schultze.  Not  as  a  broad  across-the-board  survey,  no,  sir. 
Senator  Douglas.  But  you  mentioned  the  volume  of  all  of  these 
loans  in  the  amount  of  $33  billion. 

Mr.  Schultze.  That  is  correct. 

Senator  Douglas.  Do  you  mean  you  haven’t  assayed  $33  billion 
worth  of  alleged  assets? 

Mr.  Schultze.  No,  sir.  What  I  mean,  we  do  know  where  the  $33 
billion  is,  w  0  clo  know  what  th©  interest  rates  involved  are,  we  have  a 
good  idea  of  the  general  nature  and  quality  of  the  loans. 

Senator  Douglas.  How  about  the  assets  which  lie  behind?  The 
Government  owns  metals  5  it  owns  foodstuffs  5  it  owns  securities. 

Mr.  Schultze.  That  is  right. 

For  example,  we  do  have  some  figures,  I  don’t  have  them  with  me, 
but  agency  by  agency,  in  most  cases,  you  can  get  a  figure  on  the  loss 
experience,  for  example,  of  the  agency. 

Senator  Douglas.  You  haven’t  done  that? 

Mr.  Schultze.  Yes,  sir. 

Senator  Douglas.  Would  you  make  those  results  available  to  this 
committee  ? 

Mr.  Schultze.  To  the  extent  that  we  can  get  the  figure,  yes,  sir. 
Senator  Douglas.  Can’t  you  get  the  figures  ? 

Mu  Schultze.  In.  general,  yes,  sir.  I  don’t  want  to  promise  what  I 
can’t  deliver.  In  general  we  do. 

Senator  Douglas.  What  are  they  holding  in  metals?  How  much 
does  this  amount  to  ? 

^ie  mar^et  va^ue  °f  the  raw  materials  stockpiles 
totaled  $7.3  billion  on  April  1.  1 

Senator  Douglas.  That  doesn’t  include  food  and  fibers? 

Mr.  Schultze.  Metals,  raw  materials. 

Senator  Douglas.  And  food  and  fibers? 

Mr.  Schultze.  The  commodity  inventory,  excluding  loans,  amounts 
to  about  $2.8  billion  on  April  15. 

Senator  Douglas.  So  you  roughly  have  $43  billion  in  all  of  these  ? 
Mr.  Schultze.  Or  more ;  that  is  correct. 

Senator  Douglas.  Now,  a  good  many  of  these  commodities,  whether 
hard  goods  or  soft,  goods,  were  purchased  in  order  to  prevent  prices 
trom  tailing,  not  for  a  war  reserve  ? 

Mr.  Schultze.  Are  you  talking  about  the  metals  ? 

Senator  Douglas.  Yes. 
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Mr.  Schultze.  A  large  part  of  them  were  purchased  under  con¬ 
tracts  made  during  the  early  part  of  the  Korean  war,  which  essentially 
had  a  price  support  feature  in  them,  so  that  is  correct. 

Senator  Douglas.  I  was  against  most  of  these  measures  to  purchase 
metals  in  order  to  support  prices  and  I  know  something  of  the  forces 
which  were  at  work.  Those  forces  wanted  to  prevent  the  prices  of 
these  metals  from  falling. 

Mr.  Schultze.  I  say,  they  were  under  contracts  which  essentially 
said  the  Government  would  take  it  off  the  market  if  the  price  goes 
below  a  certain  amount. 

Senator  Douglas.  I  wish  you  would  get  these  figures.  It  not,  we 
will  ask  the  Comptroller  General  to  make  a  survey . 

Mr.  Schultze.  I  don’t  know  whether  that  is  a  threat  or  a  promise. 

Senator  Douglas.  It  is  an  alternative  to  see  just  what  these  assets 
a  re  worth,  because  these  are  tremendous  figures. 

This  is  one  of  those  situations  in  which  people  claim  to  be  strongly 
opposed  to  Government  intervention,  but  they  are  pretty  strong  for 
Government  intervention  when  it  bails  out  private  industry.  Without 
indulging  in  mock  heroics,  I  believe  we  should  stick  to  the  principle 
and  let  the  chips  fall  where  they  may.  I  was  somewhat  critical  of  this 

practice  under  the  Eisenhower  administration. 

Mr.  Schultze.  Can  I  defend  one  point  on  this,  Senator  ? 

Senator  Douglas.  On  the  Eisenhower  administration  ? 

Mr.  Schultze.  No,  sir;  the  other  way  around.  I  think  there  is  one 
significant  difference  that  Mr.  Barr  has  already  alluded  to,  that  almost 
all  of  the  sales  made  up  until  about  4  years  ago  were  direct  sales  of 
individual  mortgages,  primarily. 

When  you  make  sales  of  individual  mortgages,  these  are  bought 
directly  by  mortgage  lenders  and  have  a  very  specific  impact  on  the 
mortgage  market. 

Senator  Douglas.  Also  on  losses,  isn’t  that  true,  if  you  sold  tor  less 
than  you  paid? 

Mr.  Schultze.  Correct. 

Senator  Douglas.  And  that  has  never  been  computed  ? 

Mr.  Schultze.  Not  to  the  best  of  my  knowledge. 

Senator  Douglas.  You  have  all  of  these  high-powered,  high-speed 
computers,  which  can  give  you  instantaneous  results  and  you  feed  m 
thousands  of  seperate  items,  and  you  have  never  done  that  ? 

Mr.  Schultze.  No,  sir. 

Senator  Douglas.  Has  the  truth  been  too  terrible  to  contemplate . 

Mr.  Schultze.  No,  sir. 

The  point  I  did  want  to  make,  Senator,  is  that  when  you  go  the 
participation  route,  instead  of  putting  these  mortgages  directly  into 
a  narrow  segment  of  the  market,  namely  the  mortgage  market,  and 
having  a  particular  impact  on  that  market,  you  are  selling  a  much 
more  neutral  instrument  which  is  attractive  to  a  much  larger  and 
much  broader  market,  and  not  just  the  mortgage  market.  You  don't 
have  that  specific  impact  on  the  mortgage  market. 

Senator  Douglas.  Do  you  want  me  to  ask  the  Comptroller  General 
to  make  a  survey  of  the  losses  on  these  items  ? 

Mr.  Schultze.  Could  you  let  me  see  what  is  available?  I  m  not 
sure  what  is  available,  if  you  are  going  all  the  way  back  to  1953,  that 
is  my  only  point. 
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Senator  Douglas.  If  the  task  is  too  heavy  for  you  and  the  resources 
which  you  have  available  are  too  scanty,  I  will  be  very  happy  to  write 
to  the  Comptroller  General  and  his  overburdened  staff  can  perhaps 
do  the  job. 

Mr.  Schultze.  We  will  take  a  look  at  our  resources. 

Senator  Douglas.  How  long  will  that  look  continue  ? 

Mr.  Schultze.  I  can  give  you  an  answer  as  to  whether  our  resources 
can  do  it  very  quickly. 

Senator  Douglas.  How  quickly  is  very  quickly  ? 

Mr.  Schultze.  Within  a  week. 

Senator  Douglas.  Excuse  me,  Mr.  Chairman. 

Senator  Sparkman  ( presiding) .  Senator  Proxmire  ? 

Senator  Proxmire.  Mr.  Schultze,  what  are  the  built-in  authoriza¬ 
tion  restrictions  here  ?  You  have  made  a  good  case  on  page  7.  I  think 
you  indicated  that  the  Appropriations  Committee  has  to  provide 
specific  approval  before  these  assets  can  be  sold,  any  of  these  assets. 
So  you  have  shut  the  back  door,  but  if  we  pass  this  bill,  how  much  of 
the,  what  is  it,  $39  billion  of  assets  then  can  be  sold,  assuming  that  the 
appropriation  is  passed  ? 

Mr.  Schultze.  Two  parts  to  your  question,  I  think,  Senator.  One 
is,  What -are  the  authorization  controls?  There  are  two  kinds  of  con¬ 
trols  on  it  in  that  sense.  First,  in  program  after  program,  the  author¬ 
ization  bills  have  placed  limits  on  the  total  volume  of  loans  outstand¬ 
ing,  for  example  Small  Business  Administration.  . 

Senator  Proxmire.  I  understand  that  very  well,  but  my  question 
is,  that  you  have  these  loans  outstanding  now. 

Mr.  Schultze.  Correct. 

Senator  Proxmire.  You  have  them  in  your  portfolio,  and  you  have, 
as  I  understand  in  1965,  something  like  $33  billion.  You  would  have, 
if  you  didn’t  sell  any  of  these  participation,  somewhere  between  32 
and  39. 

My  question  is,  How  much  of  that  can  you  sell  without  additional  au¬ 
thorization,  assuming  the  Appropriations  Committee  goes  along? 

Mr.  Schultze.  Without  additional  substantive  authorization? 

Senator  Proxmire.  Sell  the  whole  thing? 

Mr.  Schultze.  Most  of  it.  We  have  looked  at  the  assets  that  we 
think  are  approjiriate  to  include  in  such  pools,  under  present  cir¬ 
cumstances. 

Senator  Proxmire.  Is  that  your  conclusion  that  this  committee,  the 
authorizing  committee,  we  are  out  of  the  act,  having  passed  this? 

Mr.  Schultze.  That  is  correct. 

Senator  Bennett.  Will  the  Senator  yield  ? 

Senator  Proxmire.  Yes,  sir. 

Senator  Bennett.  It  should  probably  be  pointed  out  that  even  after 
they  sell  the  participations,  they  still  have  $33  billion  worth  of  loans 
m  their  portfolio.  All  they  have  done  is  issued  a  new  form  of  security 
with  that  as  backing.  They  are  not  selling  the  loans. 

Senator  Proxmire.  That  was  my  next  question,  and  I  think  that  is 
a  very  interesting  question;  that  is,  you  don't  diminish  the  federally 
owned  assets  at  all ;  what  you  do  is  put  them  up  as  collateral. 

Mr.  Schultze.  In  a  sense,  yes. 

Senator  Proxmire.  And  then  you  sell  participations ;  is  that  correct  ? 

Mr.  Schultze.  Correct. 


PARTICIPATION  SALES  ACT  OF  1966 


47 


What  we  have  done  is  bring  into  this — through  the  pooling  device, 
private  credit,  but  granted,  the  pool  itself  holds  the  assets — -you  are 
quite  correct.  But  you  have  brought  in  the  private  credit  to  offset  that. 

This  is  where,  I  indicated  to  Senator  Bennett  earlier,  where  feasible, 
we  have  proposed  legislation  to  change  some  of  these  programs  to  in¬ 
sured  programs,  under  which,  in  no  sense,  do  we  hold  the  assets.  In 
some  cases  that  is  feasible  and  in  some  cases  it  hasn’t  been  feasible. 

Senator  Muskie.  Will  the  Senator  yield  on  that  point  ? 

Senator  Proxmire.  Yes,  sir. 

Senator  Muskie.  As  a  matter  of  fact,  with  respect  to  direct  sales, 
unless  they  are  without  recourse  they  are  still  obligations  of  the  Gov¬ 
ernment  and  in  the  Government’s  portfolio. 

Mr.  Schultze.  Correct. 

Senator  Muskie.  To  what  extent  do  we  sell  directly  without  re¬ 
course?  Any  at  all? 

Mr.  Schultze.  There  are  some  sales.  For  example  Export-Import 
Bank  makes  some  sales  without  recourse,  they  are  small  in  volume ;  but 
they  make  some  sales. 

Senator  Muskie.  So  for  all  practical  purposes,  both  in  connection 
with  direct  sales,  as  well  as  participation  sales,  the  basic  obligation  is 
still  an  obligation,  a  contingent  liability. 

Mr.  Schultze.  That  is  correct. 

Senator  Proxmire.  Now,  just  today,  Senator  Sparkman  raised  the 
point  on  page  6,  lines  9  to  12,  and  you  have  this  limitation  which  you 
explained  as  providing  a  restriction  really  on  college  housing  loans, 
so  they  wouldn’t  exceed  $300  million  ?  , 

Mr.  Schultze.  You  wouldn’t  be  basically  increasing  the  borrowing 
authority,  significantly. 

Senator  Proxmire.  Last  Tuesday  we  had  a  very  good  presentation 
from  Dr.  Mullins,  president  of  the  University  of  Arkansas,  on  behalf 
of  seven  outstanding,  the  outstanding  higher  educational  organiza¬ 
tions  in  the  country.  He  made  a  very,  very  strong  appeal  to  this  com¬ 
mittee  that  we  should  do  just  what  this  part  of  the  bill  would  prevent 
us  from  doing. 

He  said : 

The  President’s  proposal  to  sell  off  college  housing  bonds  through  a  pool 
arrangement  is  in  effect  comparable  to  receiving  early  repayment  on  those  bonds. 
The  college  housing  legislation,  as  we  have  already  noted,  provides  for  the 
relending  of  such  repayments  in  order  to  provide  additional  college  housing. 
In  view  of  the  critical  and  increasing  demand  for  additional  student  spaces, 
we  have  no  choice  but  to  urge  strongly  that  any  proceeds  realized  from  the  sale 
of  college  housing  bonds  in  fiscal  1967  be  made  available  in  that  fiscal  year  for 
additional  college  housing  loans. 

Now  I  understand  the  administration,  of  course,  has  to  make  some 
painful  and  tough  choices  in  all  these  areas,  but  I  want  to  make  sure 
I  know  what  we  are  doing. 

This  would  mean  that  we  would  not  be  able  to  reloan  the  proceeds 
from  sales  on  this  basis  ? 

Mr.  Schultze.  The  key  point  is,  we  would  reloan  no  more  than  the 
amount  the  substantive  committee,  again  roughly,  has  already  pro¬ 
vided  in  authorizing  legislation.  In  other  words,  what  we  are  doing 
is  really  replacing  new  borrowing  authority  by  sale  of  participations. 
We  are  at  the  status  quo,  roughly  with  respect  to  the  amount  the  college 
housing  program  is  authorized  to  borrow  from  the  Treasury. 
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Senator  Proxmire.  Would  this  place  any  new  restraint  in  the 
way - 

Mr.  Schultze.  No,  sir. 

Senator  Proxmire.  If  Congress  decides  they  should  go  ahead  with 
college  housing  ? 

Mr.  Schultze.  No,  sir,  in  other  words  the  whole  point  of  this  bill 
is  to  keep  the  status  quo,  and  the  authorizing  committee  then  can  work 
its  will  as  it  may  on  the  program  itself. 

Senator  Proxmire.  One  of  the  arguments,  it  is  true,  there  are  two 
sides,  one  of  the  arguments  in  favor  of  this  kind  of  procedure,  both  for 
SBA  and  the  legislation  before  us,  is  that  it  means  that  Congress  can 
act  more  rapidly.  At  least  I  thought  that  was  it,  because  we  didn’t 
have  to  wait  on  appropriation  acts.  In  view  of  the  House  amend¬ 
ment  which  brings  everything  under  appropriations  authorization, 
we  lose  that,  don’t  we?  In  other  words,  the  back  door  is  shut.  The 
House  amendment  provides  that  in  all  cases  the  Appropriations  Com¬ 
mittee  has  to  give  specific  authorizations ;  isn’t  that  correct  ? 

Mr.  Schultze.  For  the  total  amount  of  participation  sales. 

Senator  Proxmire.  Not  only  where  you  have  3  or  3.5  percent  sub¬ 
sidized  loans  but  for  all,  not  export-import,  that  is  taken  care  of  sep¬ 
arately,  but  all  of  the  other  legislation  ? 

Mr.  Schultze.  That  is  correct. 

Senator  Proxmire.  Well,  that  is  a  loss  as  well  as  a  gain. 

Senator  Douglas.  The  loss  exceeds  the  gain. 

Senator  Proxmire.  I  think  perhaps  it  does. 

Senator  Sparkman.  Will  the  Senator  yield  while  he  is  on  that  sub¬ 
ject? 

Senator  Proxmire.  Yes,  sir. 

Senator  Sparkman.  Going  back  to  this  cutting  out  of  1966  provi- 
sion,  how  long  is  it  going  to  take,  assuming  that  Congress  passes  this 
bill,  it  goes  into  effect  July  1,  how  soon  will  funds  be  available  for 
sale  or  participation  of  college  loans  in  order  to  replenish  the  supply? 

Mr.  Schultze.  I  don’t  know  exactly,  Senator.  It  would  depend 
on  how  long  it  takes  to  arrange  the  sale,  and  then  determine  the  ap¬ 
propriate  time  to  sell,  in  terms  of  scheduling  it  for  the  market. 

But  I  see  no  reason  why  it  could  not  be  very  early  in  the  fiscal  year 
if  necessary.  Whether  it  could  be  July  1  or  not  is  another  question, 
but  it  could  be  very  early  in  the  fiscal  year.  I  think  Secretary  Barr 
could  speak  better  to  this  point. 

Mr  Barr.  The  more  promptly  this  legislation  is  considered,  and 
hopefully  passed,  the  more  promptly  we  can  get  into  the  market.  That 
is  one  reason  for  the  urgency  of  this  legislation.  If  it  is  passed,  as  I 
.  ve  ^p'eady  indicated,  we  would  go  immediately  to  the  Appropria¬ 
tions  Committee  for  the  authority  to  transfer  these  assets  to  FNMA 
a  ArmcVe  ahead  ri£ht  into  the  mai>ket  as  early  as  it  is  practicable. 

Mr.  Schultze.  May  I  point  out,  Senator,  that  as  far  as  college  hous¬ 
ing  is  concerned,  there  is  plenty  of  carryover  in  the  college  housing 
fund  even  without  new  borrowing  authority,  so  that  the  agency  does 
not  depend  on  the  sale  of  assets  early  in  fiscal  1967  in  order  to  continue 
the  program. 

Senator  Sparkman.  You  know,  there  are  some  of  these  programs 
hat  can  be  badly  hurt  by  delay,  and  college  housing  is  one  of  them. 
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They  are  trying  to  meet  a  deadline  in  construction  to  take  care  of  the 
students  in  the  fall.  Small  Business  has  been  hurt  for  the  last  6,  7, 
8,  and  9  months,  by  not  having  funds  available  for  it. 

I  am  just  afraid  of  those  lapses. 

Mr.  Schultze.  As  I  say,  in  the  college  housing  program,  there  are 
plenty  of  funds  to  carry  over  into  fiscal  1967,  so  there  is  no  problem 
as  far  as  that  program  is  concerned  with  respect  to  this. 

Senator  Sparkman.  Thank  you,  Senator  Proxmire. 

Mr.  Barr.  Mr.  Chairman,  may  I  correct  the  record  at  this  point? 
Mr.  Schultze  and  I  have  been  informed  by  counsel  that  we  have  made 
an  error,  and  as  these  proceedings  are  going  to  be  watched  by  all  bond 
counsels  in  the  country,  I  would  like  the  record  to  be  corrected,  if  I 
may,  sir. 

In  answer  to  Senator  Bennett’s  question,  and  Senator  Proxmire’s 
question,  we  made  the  statement  that  these  loans  were  just  collateral 
in  the  FNMA  account.  Actually,  title  legally  does  pass  from  the 
agency  to  FNMA  as  trustee,  so  they  are  not  merely  collateral,  FNMA 
holds  title  to  these  direct  loans. 

Senator  Proxmire.  The  point  that  Senator  Bennett  and  I  were 
making  would  still  be  correct.,  in  other  words,  this  would  still  be  in 
the  hands  of  a  Government  agency,  the  Federal  Government  would 
still  hold  title  and,  therefore,  in  a  sense  it  is  collateral. 

Mr.  Barr.  The  reason  I  am  correcting  the  record  is  that  I  don’t 
want  the  lawyers  to  be  confused  as  to  precisely  what  happens. 

Thank  you. 

Senator  Proxmire.  You  have,  Mr.  Barr,  an  attachment  here  in 
which  you  give  two  examples.  One  example  is  SB  A. 

Mr.  Barr.  Yes,  sir. 

Senator  Proxmire.  I  want  to  be  sure  I  understand  correctly,  we 
passed  the  SB  A  participations  bill. 

Mr.  Barr.  Yes. 

Senator  Proxmire.  That  bill  is  separate  and  distinct.  That  bill, 
as  I  understand  it,  was  approved  by  the  House  committee  and  is  now 
pending,  and  I  hope  it  will  be  acted  on  favorably  by  the  House  soon 
and  be  enacted  into  law ;  is  that  correct  ? 

Mr.  Barr.  That  is  correct. 

Senator  Proxmire.  That  is  separate  and  distinct  from  this,  and  that 
would  permit  sales  of  participations  by  Small  Business. 

You  are  giving  this  as  an  example,  not  meaning  that  the  possibility 
of  having  participations  for  SBA  is  contingent  on  passage  of  this 
bill? 

Mr.  Barr.  No,  sir. 

Senator  Proxmire.  That  is  all,  Mr.  Chairman. 

Senator  Sparkman.  Senator  Bennett,  any  further  questions  ? 

Senator  Bennett.  I  just  had  one  more  question.  Are  these  par¬ 
ticipations  eligible  for  the  banks  to  use  as  reserves  ? 

Mr.  Barr.  Senator,  they  would  not  be  eligible  by  a  bank  for  use  as 
a  reserve.  It  is  a  question  as  to  whether  or  not  the  Federal  Reserve 
Board  will  have  to  pass  on  the  eligibility  of  this  paper  for  redis¬ 
count  use  and  the  Comptroller  of  the  C urrency  will  have  to  pass  on  the 
eligibility  of  this  paper  as  legal  investments  for  national  banks.  But 
they  are  not  available  for  reserves. 
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Reserves  of  the  national  banks  and  members  of  the  Federal  Reserve 
System  are  held  in  cash  in  the  Federal  Reserve  bank. 

Senator  Bennett.  I  have  just  one  other  thing.  There  was  a  dis¬ 
cussion,  of  which  I  was  not  a  part,  as  to  whether  or  not  the  Export- 
Import  Bank  had  suffered  any  loss  in  the  sale  of  its  assets.  There  is 
some  information  here  in  our  hearings  on  October  7,  1965,  where  they 
set  up  original  pool,  in  which  Mr.  Schultze  said,  with  respect  to  the 
audit  of  the  Export-Import  Bank  for  fiscal  year  1962,  that  in  that  year 
they  had  a  direct  loss  of  $3.9  million  in  the  sale.  That  loss  occurred 
in  the  difference  between  what  the  Government  would  have  received 
if  they  had  been  held  until  maturity  and  when  they  were  sold. 

Mr.  Schultze.  All  right,  in  terms  of  the  rate  on  participation  versus 
the  rate  on  the  loan,  the  interest  they  were  getting,  there  was  no 
loss. 

Senator  Bennett.  This  loss  was  because  of  their  premature  or  early 
disposition. 

Thank  you,  Mr.  Chairman. 

Senator  Proxmire.  May  I  just  ask,  is  there  in  your  judgment  any 
economic  effect,  any  economic  difference  between  a  direct  Treasury  bor¬ 
rowing  on  the  one  hand  and  participations  on  the  other  ? 

Mr.  Schultze.  I  would  say  there  is  very  little. 

Senator  Proxmire.  From  an  economic  standpoint,  of  course  the 
administrative  budget  has  all  kinds  of  weaknesses.  But  from  the 
effect  on  the  economy  it  makes  no  difference  if  you  handle  it  with  a 
$1.8  billion  deficit  or  don’t  pass  the  bill  and  have  a  deficit  of  $6.5  billion, 
or  whatever  it  is - 

Mr.  Schultze.  In  this  context,  you,  are  quite  right. 

Senator  Proxmire.  Except  that  it  is  a  happier  situation  for  us  to 
have  $1.8  billion  deficit. 

Mr.  Schultze.  Right. 

Senator  Proxmire.  Thank  you. 

Senator  Sparkman.  Thank  you  very  much,  gentlemen. 

Senator  Bennett.  Thank  you. 

Senator  Sparkman.  Have  you  had  a  citizens  advisory  group  to 
work  with  you  on  that  ? 

Mr.  Barr.  It  is  an  Advisory  Committee  on  Financial  Assets. 

(The  committee  membership  was  later  supplied,  as  follows:) 

■Chairman  of  the  Committee  is  Sidney  Weinberg,  partner  in  Goldman  Sachs. 
New  York  City.  Other  members  are:  Robert  McKinney  (Vice  Chairman)  pub¬ 
lisher,  Santa  Fe,  N.  Mex. ;  Jamar  Adcock,  Monroe,  La. :  Howard  Bowen,  presi¬ 
dent,  University  of  Iowa,  Iowa  City,  Iowa ;  Morris  D.  Crawford,  Jr.,  president. 
Bowery  Savings  Banks,  New  York  City ;  Thad  Holt,  Birmingham,  Ala. ;  George 
Jenkins,  vice  president,  Metropolitan  Life  Insurance  Co.,  New  York  City ;  David 
M.  Kennedy,  chairman,  Continental  Illinois  National  Bank  &  Trust  Co.,  Chicago. 
Ill.;  Cameron  McElroy,  Marshall,  Tex.;  James  O’Leary,  Life  Insurance  Associa¬ 
tion  of  America,  New  York  City ;  Emil  J.  Pattberg,  chairman  of  the  board,  the 
First  Boston  Corp.,  New  York  City ;  and  Rudolph  A.  Peterson,  president,  Bank 
of  America,  San  Francisco,  Calif. 

Senator  Sparkman.  These  are  bankers  ? 

Mr.  Barr.  A  combination  of  bankers,  investment  bankers,  mutual 
savings  bankers,  savings  and  loan  people,  and  educators.  This  is  very 
technical  legislation  and  it  took  a  month  and  a  half  to  really  make  sure 
that  we  had  not  made  any  technical  mistakes.  As  you  can  see,  we  made 
one  in  accepting  the  last  amendment. 
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Senator  Sparkman.  Was  the  committee  or  group  or  whatever  you 
called  it  in  favor  of  this  legislation  ? 

Mr.  Barr.  We  consulted  them  about  the  financial  and  technical 
aspects  of  the  bill.  The  committee  made  several  suggestions  which 
we  adopted.  They  agreed  that  the  legislation  was  well  conceived 
from  a  financial  and  technical  standpoint. 

Senator  Sparkman.  Did  they  go  along  with  you  ? 

Mr.  Barr.  Yes,  sir;  from  a  technical  standpoint.  They  were  tech¬ 
nical  advisers,  and  we  did  not  specifically  ask  them  for  an  overall 
endorsement. 

Senator  Proxmire.  Let  me  ask,  Does  that  House  amendment  giving 
the  Appropriations  Committee  the  authority  over  all  of  this  participa¬ 
tion  action,  apply  to  the  SBA?  It  wouldn’t  apply  to  export-import, 
would  it  ? 

Mr.  Schultze.  Anything  that  goes  through  FNMA. 

Senator  Proxmire.  Small  Business  goes  through  FNMA,  but  we 
have  this  separate  legislation,  which  stands  on  its  own  feet. 

Mr.  Barr.  We  will  give  you  an  answer  to  that. 

(The  following  information  was  supplied.) 

Since  this  legislation  amends  the  Federal  National  Mortgage  Charter  Act.  it 
will  be  applicable,  if  amended  as  we  have  requested,  to  all  sales  of  participations 
by  the  Federal  National  Mortgage  Association  after  June  30.  1966.  This  will  be 
true  of  all  agencies,  including  the  Small  Business  Administration,  whose  paper 
is  placed  in  trust  for  the  sale  of  participations  by  the  Federal  National  Mortgage 
Association.  It  is  planned,  however,  that  SBA  will,  in  view  of  the  time  factor, 
arrange  a  participation  sale  in  fiscal  year  1966  under  the  authority  provided  in 
S.  2499.  The  sales  of  participations  by  the  Export-Import  Bank  will,  of  course, 
not  be  affected  by  this  legislation  provided  they  do  not  go  through  FNMA. 

Senator  Proxmire.  Thank  you  very  much. 

Senator  Sparkman.  The  committee  will  stand  adjourned  subject  to 
the  call  of  the  chairman. 

(Whereupon  the  committee  adjourned  subject  to  the  call  of  the 
chairman.) 
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THURSDAY,  APRIL  28,  1966 

U.S.  Senate, 

Committee  on  Banking  and  Currency, 

Washington,  D.C . 

The  committee  met,  pursuant  to  notice,  at  10 :07  a.m.,  in  room  5302, 
New  Senate  Office  Building,  Senator  A.  Willis  Robertson,  presiding. 

Present:  Senators  Robertson,  Sparkman,  Douglas,  Proxmire, 
Muskie,  McIntyre,  Mondale,  Bennett,  and  Tower. 

The  Chairman.  The  committee  will  please  come  to  order. 

We  regret  that  we  had  to  call  a  meeting  of  this  committee  for  the 
further  consideration  of  a  proposal  to  issue  participating  certificates, 
because  the  money  market  is  getting  very  tight,  I  am  sure  everybody 
knows.  It  was  in  the  paper  this  morning  that  the  Treasury  was  forced 
to  sell  at  a  discount  an  18-month  note  that  would  bear  almost  5  percent 
interest. 

Everybody  knows  that  on  bonds  we  have  a  limit  of  4.5  percent. 

Everybody  knows  that  money  is  tight  in  the  banks  and  savings  and 
loan  and  mutual  banks  and  that  the  Small  Business  Administration 
urgently  needs  some  money  to  make  loans.  Other  agencies  need  the 
money. 

We  know,  of  course,  that  if  the  Federal  Government  right  now 
should  up  the  4.5  percent  interest  rate,  which  it  will  have  to  do  if  we 
don’t  give  them  any  opportunity  to  get  money  without  doing  it,  that 
could  touch  off  a  very  harmful  situation. 

Recognizing  that  fact,  I  wish  to  first  read  into  the  record  at  this  point 
a  telegram  that  I  have  just  received  from  Dr.  Charls  E.  Walker,  execu¬ 
tive  vice  president,  American  Bankers  Association : 

Supplementing  and  clarifying  my  letter  to  you  of  April  26  the  American  Bankers 
Association  believes  that  H.R.  14544  with  proposed  amendments  offers  adequate 
congressional  safeguards  for  use  of  the  authority,  and  we  therefore  interpose  no 
objection  to  the  passage  of  the  bill. 

We  will,  of  course,  indicate  in  the  record  at  an  appropriate  time  the 
amendments  to  which  that  telegram  refers. 

The  letter  to  which  he  refers  appears  in  Tuesday’s  proceedings. 

At  this  point,  without  objection,  I  will  place  in  the  record  Senator 
Muskie’s  bill,  S.  3283. 

(The  bill  follows.) 
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89th  CONGRESS 
2d  Session 


S.  3283 


IN  THE  SENATE  OF  THE  UNITED  STATES 

April  27, 1966 

Mr.  Mdskie  introduced  the  following  bill;  which  was  read  twice  and  referred 
to  the  Committee  on  Banking  and  Currency 


A  BILL 

To  promote  private  financing  of  credit  needs  and  to  provide  for 
an  efficient  and  orderly  method  of  liquidating  financial  assets 
held  by  Federal  credit  agencies,  and  for  other  purposes. 

1  Be  it  enacted  by  the  Senate  and  House  of  Representa- 

2  fives  of  the  United  States  of  America  in  Congress  assembled, 

3  That  this  Act  may  he  cited  as  the  “Participation  Sales  Act 

4  of  1966”. 

5  Sec.  2.  (a)  Section  302(c)  of  the  Federal  National 

6  Mortgage  Association  Charter  Act  is  amended — 

7  ( 1 )  by  inserting  “  ( 1 )  ”  immediately  following 

8  “(c)”; 

9  (2)  by  inserting  after  “undertakings  and  activities” 
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a  comma  and  “hereinafter  in  this  subsection  called 
‘trusts’,’’ ; 

(3)  by  striking  out  the  words  “offered  to  it  by  the 
Housing  and  Home  Finance  Agency  or  its  Adminis¬ 
trator,  or  by  such  Agency’s  constituent  units  or  agencies 
or  the  heads  thereof,  or  any  first  mortgages  in  which 
the  United  States  or  any  agency”  in  the  first  sentence 
thereof  and  by  inserting  “and  other  types  of  securities, 
including  any  instrument  commonly  known  as  a  secu¬ 
rity,  hereinafter  in  this  subsection  called  ‘obligations,’ 
in  which  the  United  States  or  any  executive  department, 
agency,” ; 

(4)  by  striking  out  the  third  sentence  thereof  and 
substituting  therefor  the  following:  “Participations  or 
other  instruments  issued  by  the  Association  pursuant  to 
this  subsection  shall  to  the  same  extent  as  securities 
which  are  direct  obligations  of  or  obligations  guaranteed 
as  to  principal  or  interest  by  the  United  States  be  deemed 
to  be  exempt  securities  within  the  meaning  of  laws 
administered  by  the  Securities  and  Exchange  Commis¬ 
sion.”;  and 

(5)  by  striking  out  the  fourth  sentence  thereof, 
(b)  Section  302  (c)  of  such  Act  is  further  amended  by 

adding  the  following: 

“  ( 2 )  Subject  to  the  limitations  provided  in  paragraph 
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(4)  of  tliis  subsection,  the  head  of  any  executive  depart¬ 
ment,  agency,  or  instrumentality  of  the  United  States,  here¬ 
inafter  in  this  subsection  called  the  “trustor”,  is  authorized 
to  set  aside  a  part  or  all  of  any  obligations  held  by  him  and 
subject  them  to  a  trust  or  trusts  and,  incident  thereto,  shall 
guarantee  to  the  trustee  timely  payment  thereof.  The  trust 
instrument  may  provide  for  the  issuance  and  sale  of  bene¬ 
ficial  interests  or  participations,  by  the  trustee,  in  such  obli¬ 
gations  or  in  the  right  to  receive  interest  and  principal  col¬ 
lections  therefrom;  and  may  provide  for  the  substitution  or 
withdrawal  of  such  obligations,  or  for  the  substitution  of  cash 
for  obligations.  The  trust  or  trusts  shall  be  exempt  from  all 
taxation.  The  trust  instrument  may  also  contain  other  appro¬ 
priate  provisions  in  keeping  with  the  purposes  of  this  subsec¬ 
tion.  The  Association  may  be  named  and  may  act  as  trustee 
of  any  such  trusts  and,  for  the  purposes  thereof,  the  title  to 
such  obligations  shall  be  deemed  to  have  passed  to  the 
Association  in  trust:  Provided,  That  the  trust  instrument 
shall  provide  that  custody,  control,  and  administration  of 
the  obligations  shall  remain  in  the  trustor  subjecting  the 
obligations  to  the  trust,  subject  to  transfer  to  the  trustee 
in  event  of  default  or  probable  default,  as  determined  by 
the  trustee,  in  the  payment  of  principal  and  interest  of  the 
beneficial  interests  or  participations.  Collections  from  obli¬ 
gations  subject  to  the  trust  shall  be  dealt  with  as  provided 
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1  in  the  instrument  creating  the  trust.  The  trust  instrument 

2  shall  provide  that  the  trustee  will  promptly  pay  to  the 

3  trustor  the  full  net  proceeds  of  any  sale  of  beneficial  interests 

4  or  participations  to  the  extent  they  are  based  upon  such 

5  obligations  or  collections.  Such  proceeds  shall  be  dealt 

6  with  as  otherwise  provided  by  law  for  sales  or  repayment  of 

7  such  obligations.  The  effect  of  both  past  and  future  sales 

8  of  any  issue  of  beneficial  interests  or  participations  shall  be 

9  the  same,  to  the  extent  of  the  principal  of  such  issue,  as 

10  the  direct  sale  of  the  obligations  subject  to  the  trust.  Any 

11  trustor  creating  a  trust  or  trusts  hereunder  is  authorized  to 

12  purchase,  through  the  facilities  of  the  trustee,  outstanding- 

13  beneficial  interests  or  participations  to  the  extent  of  the 
11  amount  of  his  responsibility  to  the  trustee  on  beneficial 

15  interests  or  participations  outstanding,  and  to  pay  his  proper 

16  share  of  the  costs  and  expenses  incurred  by  the  Associa- 

17  tion  as  trustee  pursuant  to  the  trust  instrument,  and  for 

18  these  purposes  may  use  any  appropriated  funds  or  other 

19  amounts  available  to  him  for  the  general  purposes  or  pro- 

20  grams  to  which  the  obligations  subjected  to  the  trust  are 

21  related. 

22  “(3)  When  any  trustor  guarantees  to  the  trustee  the 

23  timely  payment  of  obligations  he  subjects  to  a  trust  pur- 

24  suant  to  this  subsection,  and  it  becomes  necessary  for  such 

25  trustor  to  meet  his  responsibilities  under  such  guaranty,  he 
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is  authorized  to  fulfill  such  guaranty  by  using  any  appro¬ 
priated  funds  or  other  amounts  available  to  him  for  the 

3  general  purposes  or  programs  to  which  the  obligations  sub- 

4  jected  to  the  trust  are  related. 

g  “(4)  Beneficial  interests  or  participations  shall  not  be 
g  issued  for  the  account  of  any  trustor  in  an  aggregate  princi- 
rj  pal  amount  greater  than  is  authorized  with  respect  to  such 
g  trustor  in  an  appropriation  Act.  Any  such  authorization 
9  shall  remain  available  until  used. 

jo  “(5)  The  Association,  as  trustee,  is  authorized  to  issue 
2i  and  sell  beneficial  interests  or  participations  under  this  sub- 

12  section,  notwithstanding  that  there  may  be  an  insufficiency 

13  in  aggregate  receipts  from  obligations  subject  to  the  related 

14  trust  to  provide  for  the  payment  by  the  trustee  (on  a  timely 

15  basis  out  of  current  receipts  or  otherwise)  of  all  interest  or 

16  principal  on  such  interests  or  participations  (after  provision 

17  for  all  costs  and  expenses  incurred  by  the  trustee,  fairly 

18  prorated  among  trustors) .  Whenever  the  issuance  of  an 

19  aggregate  principal  amount  is  authorized  pursuant  to  para- 

20  graph  (4)  of  this  subsection,  such  an  authorization  in  an 

21  appropriation  Act  shall  establish  on  the  books  of  the  Treas- 

22  ury  as  appropriations  such  sums  as  may  be  necessary  from 

23  time  to  time  to  enable  the  trustor  to  pay  the  trustee  such 

24  insufficiency  as  the  trustee  may  require  on  account  of  out- 
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1  standing  beneficial  interests  or  participations.  Such  trustor 

2  shall  make  timely  payments  to  the  trustee  from  such  appro- 

3  priations,  subject  to  and  in  accord  with  the  trust  instrument. 

4  Sec.  3.  (a)  Section  305(c)  of  the  Federal  National 

5  Mortgage  Association  Charter  Act  is  amended  by  deleting 

6  “by  $450,000,000  on  July  1,  1966,”. 

7  (b)  Section  401  (d)  of  the  Housing  Act  of  1950  is 

8  amended  by  deleting  “1968:”  immediately  preceding  the 

9  first  proviso  and  by  substituting  therefor  1965,  and  1967 

10  and  1968:”. 

11  Sec.  4.  (a)  Section  303  (c)  of  title  III  of  the  Higher 

12  Education  Facilities  Act  of  1963  is  amended  by  striking  out 

13  the  first  nine  words  in  the  second  sentence  and  substituting 

14  therefor  the  following:  “For  the  purpose  of  making  pay- 

15  ments  into  the  fund  established  under  section  305  . 

16  (b)  Title  III  of  the  Higher  Education  Facilities  Act 

17  of  1963  is  further  amended  by  adding  after  section  304  the 

18  following  new  section: 

19  “revolving  loan  fund 

20  “Sec.  305.  (a)  There  is  hereby  created  within  the 

21  Treasury  a  separate  fund  for  higher  education  academic 

22  facilities  loans  (hereafter  in  this  section  called  “the  fund”) 

23  which  shall  be  available  to  the  Commissioner  without  fiscal- 

24  year  limitation  as  a  revolving  fund  for  the  purposes  of  this 

25  title.  The  total  of  any  loans  made  from  the  fund  in  any 
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1  fiscal  year  shall  not  exceed  limitations  specified  in  appropria- 

2  tion  Acts. 

3  “(b)  (1)  The  Commissioner  is  authorized  to  transfer 

4  to  the  fund  available  appropriations  provided  under  section 

5  303  (c)  to  provide  capital  for  the  fund.  All  amounts 

6  received  by  the  Commissioner  as  interest  payments  or 

7  repayments  of  principal  on  loans,  and  any  other  moneys, 

8  property,  or  assets  derived  by  him  from  his  operations  in 

9  connection  with  this  title,  including  any  moneys  derived 

10  directly  or  indirectly  from  the  sale  of  assets,  or  beneficial 

11  interests  or  participations  in  assets,  of  the  fund,  shall  be 

12  deposited  in  the  fund. 

13  “(2)  All  loans,  expenses,  and  payments  pursuant  to 

14  operations  of  the  Commissioner  under  this  title  shall  be  paid 

15  from  the  fund,  including  (but  not  limited  to)  expenses  and 

16  payments  of  the  Commissioner  in  connection  with  the  sale, 

17  under  section  302(c)  of  the  Federal  National  Mortgage 

18  Association  Charter  Act,  of  participations  in  obligations 

19  acquired  under  this  title.  From  time  to  time  and  at  least 

20  at  the  close  of  each  fiscal  year,  the  Commissioner  shall  pay 

21  from  the  fund  into  the  Treasury  as  miscellaneous  receipts  in- 

22  terest  on  the  cumulative  amount  of  appropriations  paid  out 

23  for  loans  under  this  title  or  available  as  capital  to  the  fund, 

24  Jess  the  average  undisbursed  cash  balance  in  the  fund  during 

25  the  year.  The  rate  of  such  interest  shall  be  determined 
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^  by  the  Secretary  of  the  Treasury,  taking  into  consideration 

2  the  average  market  yield  during  the  month  preceding  such 

3  fiscal  year  on  outstanding  Treasury  obligations  of  maturity 

4  comparable  to  the  average  maturity  of  loans  made  from  the 

5  fund.  Interest  payments  may  be  deferred  with  the  approval 
0  of  the  Secretary  of  the  Treasury,  but  any  interest  payments 
7  so  deferred  shall  themselves  bear  interest.  If  at  any  time 
g  the  Commissioner  determines  that  moneys  in  the  fund  exceed 
9  the  present  and  any  reasonably  prospective  future  require- 

40  ments  of  the  fund,  such  excess  may  be  transferred  to  the 
44  general  fund  of  the  Treasury.” 

42  Sec.  5.  Section  338  (c)  of  the  Consolidated  Fanners 

43  Home  Administration  Act  of  1961  is  amended  by  striking  in 

44  the  second  sentence  “and  (8)  ”  and  inserting  in  lieu  thereof 

15  “  (8)  section  8  of  the  Watershed  Protection  and  Flood  Pre- 

16  vention  Act,  as  amended  (16  U.S.C.  1006a)  ;  (9)  section 

17  32  (e)  of  the  Bankhead- Jones  Farm  Tenant  Act,  as  amended 

18  (7  U.S.C.  1011)  ;  and  (10)  and  by  inserting  in  the  fifth 

19  sentence  after  “title,”  the  following:  “section  8  of  the  Water- 

20  shed  Protection  and  Flood  Prevention  Act,  as  amended,  and 

21  section  32  (e)  of  the  Bankhead- Jones  Farm  Tenant  Act,  as 

22  amended,”. 

23  Sec.  6.  Nothing  in  this  Act  shall  be  construed  to  repeal 

24  or  modify  the  provisions  of  section  1820(e)  of  title  38, 
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United  States  Code,  respecting  the  authority  of  the  Adminis¬ 
trator  of  Veterans’  Affairs. 

Sec.  7.  Paragraph  (7)  of  section  8  of  the  Federal 
Credit  Union  Act  (12  U.S.C.  1757)  is  amended  to  read: 

“(7)  to  invest  its  funds  (A)  in  loans  exclusively  to 
members;  (B)  in  obligations  of  the  United  States  of 
America,  or  securities  fully  guaranteed  as  to  principal 
and  interest  thereby;  (C)  in  accordance  with  rules  and 
regulations  prescribed  by  the  Director,  in  loans  to  other 
credit  unions  in  the  total  amount  not  exceeding  25  per 
centum  of  its  paid-in  and  unimpaired  capital  and  sur¬ 
plus;  (D)  in  shares  or  accounts  of  savings  and  loan 
associations,  the  accounts  of  which  are  insured  by  the 
Federal  Savings  and  Loan  Insurance  Corporation ;  (E) 
in  obligations  issued  by  banks  for  cooperatives,  Federal 
land  banks,  Federal  intermediate  credit  banks,  Federal 
home  loan  banks,  the  Federal  Home  Loan  Bank  Board, 
or  any  corporation  designated  in  section  101  of  the 
Government  Corporation  Control  Act  as  a  wholly  owned 
Government  corporation;  or  in  obligations,  participa¬ 
tions,  or  other  instruments  of  or  issued  by,  or  fully 
guaranteed  as  to  principal  and  interest  by,  the  Federal 
National  Mortgage  Association;  or  (F)  in  participation 
certificates  evidencing  beneficial  interests  in  obligations, 


PARTICIPATION  SALES  ACT  OF  19  66 


63 


10 

1  or  in  the  light  to  receive  interest  and  principal  collections 

2  therefrom,  which  obligations  have  been  subjected  by  one 

3  or  more  Government  agencies  to  a  trust  or  trusts  for 

4  which  any  executive  department,  agency,  or  instrumen- 

5  tality  of  the  United  States  (or  the  head  thereof)  has 

6  been  named  to  act  as  trustee;” 

7  Sec.  8.  The  Secretary  of  the  Treasury,  in  consultation 

8  with  heads  of  agencies  of  the  United  States  carrying  on 

9  direct  loan  programs,  shall  conduct  a  study,  in  such  manner 

10  as  he  shall  determine,  on  the  feasibility,  advantages,  and 

11  disadvantages  of  direct  loan  programs  compared  to  guaran- 

12  teed  or  insured  loan  programs  and  shall  report  his  findings 

13  together  with  specific  legislative  proposals  to  the  Congress 
11  not  later  than  six  months  after  the  effective  date  of  this 
15  Act.  There  are  authorized  to  be  appropriated  such  sums 

10  as  necessary  for  the  purpose  of  this  section. 

17  Sec.  9.  The  Federal  National  Mortgage  Association  is 

18  authorized  during  fiscal  year  1966  to  sell  (1)  additional 

19  participations  in  the  Government  Mortgage  Liquidation 

20  Trust,  and  (2)  participations  in  a  trust  to  be  established  by 

21  the  Small  Business  Administration,  each  without  regard 

22  to  the  provisions  of  paragraph  (4)  of  section  302  (c)  of 

23  the  Federal  National  Mortgage  Association  Charter  Act, 
21  as  added  by  this  Act. 
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The  Chairman.  I  will  ask  permission  to  put  in  the  record  endorse¬ 
ment  of  the  American  Legion  through  Commander  James. 

Also  a  letter  addressed  to  Mr.  Patman  from  the  national  commander 
of  the  Disabled  American  Veterans. 

Also  endorsement  from  the  Amvets,  National  Headquarters. 

(The  material  referred  to  follows:) 

The  American  Legion, 
Washington,  D.C.,  April  27,  1966. 

Hon.  Wright  Patman, 

Chairman,  Committee  on  Banking  and  Currency, 

House  of  Representative,  Washington,  D.C. 


Dear  Mr.  Patman  :  As  national  commander  of  the  American  Legion,  I  have 
been  asked  to  comment  on  II.R.  14544,  the  Participation  Sales  Act  of  1966. 

I  am  advised  that  this  bill  would  authorize  Federal  agencies  administering 
credit  programs  to  enter  into  agreements  with  the  Federal  National  Mortgage 
Association,  whereby  that  Association  would  sell  to  private  investors  interest- 
earning  shares,  known  as  participation  certificates,  based  upon  a  pooling  of 
Government  loan  certificates.  I  am  told  that  this  plan,  in  effect,  would  serve 
to  substitute  private  for  public  credit. 

The  Veterans’  Administration  has,  since  1964,  used  this  technique  to  sell  a 
substantial  number  of  its  veterans’  housing  mortgages,  under  a  similar  authoriza¬ 
tion  contained  in  Public  Law  88-560.  H.R.  14544  would  encompass  this  au¬ 
thorization  and  extend  it  to  include  certain  other  Federal  agencies. 

The  impact  of  the  proposed  legislation  upon  present  VA  operations  in  the 
primary  concern  of  the  American  Legion.  It  is  our  understanding  that  the 
sale  of  participation  certificates  under  the  provisions  of  this  bill  would  not  give 
the  purchasers  any  control  over  the  programs  under  which  the  loans  were  made. 
The  veteran  would  continue  to  deal  directly  with  the  Veterans’  Administration, 
the  agency  which  administers  his  housing  loan  program. 

We  have  been  assured  by  the  Veterans’  Administration  that  the  provisions  of 
this  bill  will  favorably  affect  the  operations  of  the  VA.  Accordingly,  the  Amer¬ 
ican  Legion  favors  the  enactment  of  H.R.  14544. 

Sincerely  yours. 


L.  Eldon  James,  'National  Commander. 


Disabled  American  Veterans, 
Washington ,  D.C.,  April  20, 1966. 

Hon.  Wright  Patman, 

Chairman,  Committee  on  Banking  and  Currency,  House  of  Representatives, 
Washington,  D.C. 

Dear  Congressman  Patman  :  The  Participation  Sales  Act  of  1966  will  encour¬ 
age  greater  use  of  this  country’s  private  capital  assets  in  financing  education 
and  the  general  welfare  through  loan  programs.  One  of  the  major  lending  pro¬ 
grams  is  that  authorized  by  veterans  legislation. 

The  Disabled  American  Veterans  (DAV)  supports  only  that  legislation  which 
is  designed  for  the  benefit  of  the  disabled  veteran.  Recognizing  that  adequate 
financing  is  a  foundation  of  any  continuing  program,  a  review  of  this  act  shows 
that  it  warrants  our  endorsement. 

The  provisions  of  this  act  have  been  tested  and  proved  by  a  Veterans’ 
Administration  lending  program  in  which  numerous  members  of  the  DAV  have 
participated.  This  includes  guaranteed  loans  and  direct  loans  to  disabled 
veterans,  and  the  special  program  for  partial  Federal  financing  of  special  homes 
for  certain  disabled  veterans.  There  are  part  of  one  of  Government’s  largest 
lending  programs,  administered  by  the  VA.  which  has  sold  almost  $1  billion 
loans  to  private  capital.  The  Participation  Sales  Act  of  1966  would  extend  the 
same  privilege  of  “pooling”  loans  to  other  Federal  agencies. 

We  find  that  the  new  act  in  no  way  changes  the  veterans’  program  administra¬ 
tion,  and  that  the  VA  will  continue  to  deal  directly  with  the  veteran.  It  provides 
selling  of  mortgage  loans  through  the  Federal  National  Mortgage  Association, 
which  acts  as  marketing  agent  for  the  loans  to  private  capital.  This,  in  turn, 
permits  use  of  the  capital  from  sales  of  the  loans.  The  VA  experience  has  shown 
that  this  practice  has  allowed  loans  to  thousands  of  additional  veterans. 

The  DAV  support  of  the  President’s  policy  of  defending  freedom  against  com¬ 
munism  in  Vietnam  is  unwavering,  as  is  the  support  of  necessary  expenditures  to 
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fight  the  war.  As  veterans  who  have  suffered  at  the  hands  of  enemies  who 
would  deny  our  freedom,  we  best  understand  that  the  primary  responsibility 
of  Government  is  security  of  our  country.  . 

Since  the  provisions  of  tihs  act  strengthen  the  method  of  financing  by  our 
Government,  and  encourages  private  enterprise  participation  in  the  loan  pro¬ 
grams,  it  is  consonant  with  the  aims  of  the  DAY. 

The  goals  of  the  DAY  remain  consistent :  benefits  for  those  who  gave  so  much 
in  service  to  their  country.  Adequate  financing  of  those  benefits  is  essential. 
Therefore,  I  urge  you  to  support  this  legislation  and  its  passage  by  Congress. 

Sim>erely’  Claude  L.  Callegaby, 

National  Commander. 


AMVETS  National  Headquarters, 

Washington,  D.C.,  April  22,  1966. 


Hon.  Wright  Patman, 

Committee  on  Banking  and  Currency, 

House  of  Reiyresentatives,  Washington,  D.C. 

Dear  Mr.  Patman  :  The  President  of  the  United  States  has  called  for  passage 
of  the  Participation  Sales  Act  of  1966,  which,  if  enacted  into  law,  will  permit 
greater  use  of  private  capital  assets  in  financing  education  and  general  welfare 

through  loan  programs.  .  _  .  .  , 

One  of  the  major  Government  lending  programs  is  authorized  by  the  loan 
provisions  of  veterans’  legislation.  The  validity  of  the  principle  embraced  m 
this  proposed  law  has  already  been  tested  and  proved  by  this  veterans  lending 
program.  Since  1964,  nearly  $1  billion  in  these  loans  have  been  “pooled 
and  marketed  to  private  financial  institutions  through  the  Federal  National 
Mortgage  Association  (FNMA).  This  has  permitted  thousands  of  extra  loans  to 
veterans  without  extra  Treasury  borrowing. 

The  act  would  permit  the  same  practice  by  other  Federal  agencies,  in  per¬ 
mitting  “pooling”  to  market  Government-backed  loans  to  private  capital.  Ihe 
officers  of  AMVETS  have  reviewed  the  proposed  legislation  and  find  that  its 
passage  will  bring  absolutely  no  change  in  the  management  of  the  VA  guaranteed 
or  direct  loans  to  veterans  on  homes  and  businesses.  The  VA  will  continue  to 
be  the  administering  agency,  and  the  veteran,  as  always,  will  deal  with  the  1  A. 

We  also  find  that,  under  the  proposed  law,  Congress  will  retain  full  control 
of  appropriations,  and  in  many  areas  congressional  control  will  be  strengthened. 
No  veterans  benefits  funds  can  be  diverted  elsewhere. 

The  members  of  this  organization  fully  recognize  that  fighting  a  godless  enemy 
in  Vietnam  is  costly,  but  necessary.  It  cost  is  nothing  compared  to  the  human 
suffering  if  freedom  is  lost.  This  organization  is  on  record  strongly  supporting 
the  necessary  expenditures  for  the  Vietnam  conflict  and  the  President’s  policy 
of  resisting  the  Communist  conspiracy  that  has  threatened  to  bury  us.  As 
veterans,  we  recognize  that  a  primary  responsibility  of  government  is  security 

of  our  country.  . .  ,  .  - 

We  also  stand  firmly  on  the  long-established  principle  that  the  veterans  of 
this  country  are  fully  entitled  to  the  benefits  provided  under  present  laws,  and 
more.  For  without  those  who  respond  to  the  call  to  colors,  there  would  be 
no  freedom,  no  United  States  as  we  know  it. 

This  organization  is  seeking  liberalized  expenditures  in  compensation  for  those 
who  suffered  wounds  in  wars,  bigger  pensions  for  those  veterans  who  are  in 
need,  and  greater  aid  to  the  widows  and  children  of  those  who  served.  We  further 
seek 'strengthening  of  veterans  preference  in  Government  jobs,  another  benefit 
granted  veterans  by  the  latest  GI  bill  and  previous  veterans  legislation. 

Recognizing  the  need  for  adequately  financing  veterans  benefits,  including  those 
rightfully  extended  to  millions  of  yeterans  under  the  new  GI  bill  passed  by  this 
Congress,  and  the  need  for  financing  other  programs  improving  the  general  wel¬ 
fare,  the  AMVETS  endorses  the  principles  embodied  in  the  Participation  Sales 
Act  of  1966. 

The  act  obviously  enhances  and  improves  Government’s  method  of  financing, 
encouraging  a  greater  partnership  of  private  enterprise  and  Government.  This 
improvement  and  this  partnership  is  compatible  with  the  goals  of  this  or¬ 


ganization,  and  we  strongly  urge  its  passage. 

Sincerely, 

Ralph  E.  Hall,  National  Commander. 
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The  Chairman.  We  gave  as  much  notice  as  the  time  would  permit 
to  everybody  that  we  anticipated  would  want  to  appear  either  for  or 
against  this  proposal,  and  we  are  glad  that  we  have  with  us  today 
representatives  of  the  Farmers  Union,  which  wants  to  testify,  and 
the  Federal  National  Mortgage  Association.  We  will  be  glad  to 
hear  them. 

If  anybody  else  has  since  come  in,  we  will  be  glad  to  hear  them. 

Mr.  Clerk,  please  call  the  first  witness. 

Mr.  Hale.  Mr.  McDonald  from  the  National  Farmers  Union  is  the 
first  witness. 

The  Chairman.  Mr.  McDonald,  we  are  pleased  to  have  you.  You 
represent  a  fine  lodge  and  a  fine  organization.  We  are  always  pleased 
to  hear  its  views  on  matters  affecting  the  farmers.  I  assume  that  you 
speak  primarily  for  farmers,  do  you  not  ? 

STATEMENT  OF  ANGUS  McDONALD,  DIRECTOR  OF  RESEARCH, 

NATIONAL  FARMERS  UNION  j 

Mr.  McDonald.  That  is  correct,  Mr.  Chairman. 

Let  me  begin  by  stating  my  name — Angus  McDonald,  director  of 
research,  National  Farmers  Union. 

I  have  been  with  the  organization  18  years.  I  have  a  rather  exten¬ 
sive  farm  background.  I  grew  up  on  a  farm  in  eastern  Oklahoma.  I 
farmed  as  early  as  the  1920’s  during  the  agricultural  depression. 

I  have  owned  farms  in  New  York  State,  in  Maryland,  and  in  Okla¬ 
homa.  I  finally  liquidated  my  agricultural  assets  in  1958,  we  felt 
perhaps  wrongly,  Mr.  Chairman,  because  of  some  of  the  events  and 
policies  in  Washington.  Perhaps  we  were  incorrect. 

Rut  I  wanted  to  indicate  that  I  have  had  some  experience  and 
knowledge  of  agriculture. 

I  was  in  the  Soil  Conversation  Service  for  7  years,  1935  to  1942. 

I  was  a  free-lance  writer  for  some  years,  writing  primarily  on  agri¬ 
cultural  matters.  I  was  farm  editor  for  the  New  Republic  magazine 
for  the  years  1946  to  1948,  when  I  left  and  went  to  work  for  the 
Farmers  Union  in  February  of  1948,  and  I  have  been  in  this  position 
with  this  fine  organization  ever  since. 

First,  Mr.  Chairman,  I  would  like  to  ask  permission  to  put  this  I 
document  into  the  record.  I  am  not  going  to  read  it.  I  had  some 
copies  distributed.  It  is  a  brief  memorandum  on  the  Participation 
Act  of  1966. 

The  Chairman.  Without  objection,  it  maybe  incorporated. 

(The  memorandum  referred  to  follows :) 

Farmers  Union  Memorandum  on  H.R.  14544,  the  Participation  Sales  Act 

of  1966 

1.  The  purpose  of  this  legislation  is  to  get  the  Federal  Government,  out  of  the 
lending  business.  According  to  Budget  Director  Schultze,  the  Federal  Govern¬ 
ment  should  not  act  as  a  bank ;  all  Federal  lending  programs  and  assets  should 
be  taken  out  of  the  Federal  Government  and  turned  over  to  private  business. 

2.  The  Federal  National  Mortgage  Association  Charter  Act  is  amended  and 
the  Association  is  given  authority  to  issue  “participations”  which  shall  be 
guaranteed  as  to  principal  and  interest  by  agencies  of  the  United  States. 

3.  The  head  of  any  executive  department,  agency,  or  instrumentality  of  the 
United  States  is  authorized  to  set  aside  a  part  or  all  of  any  obligations  held  by 
him.  The  agency  “shall  guarantee”  to  the  trustee  timely  payments  thereof. 
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4.  The  “trustee”  which  would  issue  the  “particiuations”  is  the  Federal  Na¬ 
tional  Mortgage  Association  which  gets  investment  bankers  to  handle  the  paper 
and  sell  the  participations  on  the  public  money  market.  The  bill  indicates  that 
all  of  the  funds  raised  by  the  sale  of  the  participations  shall  be  turned  over  to 
the  agency  or  trustor.  The  trustee  is  the  mortgage  association  commonly  re¬ 
ferred  to  as  “Fannie  Mae.”  These  are  the  principal  provisions  of  the  bill. 

5.  Here  is  what  will  happen  :  The  loan  agency  which  might  be  Farmers  Home, 
Housing,  or  Small  Business,  or  any  one  of  the  lending  agencies,  must,  we  believe 
issue  these  participations  if  the  administration  so  desires.  The  language  says 
specifically  of  the  agency  “he  is  authorized  to  set  aside  all  or  part  of  any  obliga¬ 
tions  held  by  him.”  We  believe  the  effect  of  this  language  will  be  mandatory. 

6.  First,  the  lending  agency  will  turn  over  the  loan  papers  to  “Fannie  Mae” 
and  as  a  result  participations  will  be  issued.  The  New  York  banks  and  others 
will  underwrite  them,  “Fannie  Mae”  having  decided  that  they  are  sallable  and 
worth  their  face  value.  Interest  rates  or  effective  yields,  we  assume,  will  be 
agreed  on  by  “Fannie  Mae”  and  the  bank  and  other  underwriters. 

7.  Example :  The  agency  and  Fannie  Mae  decide  to  lump  together  papers  held 
by  farmers  homes,  small  business,  and  housing  agencies,  totaling,  say  $1,500,000, 
the  participations  are  then  sold  on  the  public  market  for  6  percent  plus  a 
servicing  fee.  We  do  not  believe  that  the  rate  will  be  much  lower,  since  90-day 
Treasury  bills  now  stand  at  4.7  percent,  and  prime  securities  are  around  5  to 
5%  percent.  Suppose  that  the  loan  paper  held  by  the  agency  on  which  the 
participations  are  based,  average  4  percent.  It  is  evident  that  the  Treasury 
will  have  to  make  up  the  difference.  In  other  words,  there  will  be  a  subsidy  of 

8.  Aside  from  costing  the  Federal  Government  additional  money  which  the 
banks  will  pocket,  the  issuance  of  guaranteed  paper  will  have  an  adverse  effect 
on  the  home  mortgage  institutions.  A  banker  would  be  loath  to  lend  money  for 
housing,  tractors,  etc.,  if  all  he  had  to  do  was  pick  up  the  phone  and  buy  a  P<> r- 
ticipation  at  5%  percent  which  was  guaranteed  and  which  could  be  sold  or  held 
at  his  discretion. 

9.  Savings  and  loan  associations  under  the  law  are  not  allowed  to  share  in 
these  participations ;  however,  to  complete  with  this  new  money  market  they 
will  have  to  raise  their  interest  rates  or  else  go  out  of  business  and  the  general 
effect  will  be,  of  course,  together  with  the  other  operations  mentioned,  to  raise 

interest  rates  all  along  the  line.  ,  . 

10  A  final  point  should  be  made.  Hometown  bankers  and  even  relatively 
large  banks  are  having  a  tough  time  because  of  the  policies  of  the  Federal  Reserve 
Board.  They  are  having  to  pay  a  4  -percent  discount  rate  and  are  in  competi¬ 
tion  with  institutional  money  lenders  who,  under  the  ruling  of  the  Board,  may 
get  51/)  percent  on  time  deposits.  Another  factor  is  the  fact  that  reserves  in  the 
banks  have  reached  a  minus  figure.  The  Federal  Reserve  Board  has  been  selling 
securities  on  the  open  market  thus  decreasing  liquid  reserves  of  the  banks,  ihe 
result  has  been  to  bring  about  a  very  tight,  high  interest  situation. 

The  Chairman.  Go  right  ahead  in  your  own  way. 

Mr.  McDonald.  I  also,  Mr.  Chairman,  would  like  to  have  a  letter 
dated  April  21  of  this  year  to  the  President  of  the  United  States  over 
the  signature  of  our  newly  elected  national  president,  Tony  Dechant, 
put  into  the  record. 

The  Chairman.  Without  objection. 

(The  letter  referred  to  follows :) 

v  Farmers  Union, 

Washington,  D.C.,  April  21, 1966. 


Hon.  Lyndon  B.  Johnson, 

The  President  of  the  United  States, 

The  White  House,  Washington,  D.C. 

Dear  Mr  President  :  We  are  very  much  concerned  about  H.R.  14&44  which 
would  increase  interest  rates  to  farmers  already  overburdened  by  excessive 
interest  charges.  The  Federal  Government  should  lead  the  way  toward  decreas¬ 
ing  interest  rates,  not  increasing  them. 

We  recognize  that  you  are  seeking  to  avoid  a  tax  increase  but  feel  that  a 
small  increase  in  the  Federal  deficit  or  an  increase  in  taxes  is  preferable  to  add¬ 
ing  one-half  of  a  percent  to  interest  charges  which  are  at  an  all-time  high. 
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All  interest  rates  will  be  affected  by  this  proposal  to  turn  over  all  Government- 
sponsored  programs  to  private  moneylenders.  Over  the  years  the  cumulative 
effect  of  H.R.  14544  will  add  millions  of  dollars  to  the  amount  consumers  of 
credit  will  i«iy.  It  will  result  in  increased  costs  for  all  consumers  since  interest 
charges  must  be  added  to  the  cost  of  doing  business  and  in  turn  passed  on  to  the 
consumer.  It  will  result  in  decreased  farm  income  since  the  farmer  cannot  pass 
on  his  costs  to  those  who  purchase  food  and  fiber. 

We  respectfully  urge  that  you  seek  other  ways  to  solve  your  budgetary  prob¬ 
lem.  We  must  regretfully  oppose  this  inflationary  interest  proposal  in  every 
way  possible. 

Respectfully, 

Tony  T.  Deohant,  President. 


Mr.  McDonald.  I  have  a  few  comments  on  this  legislation. 

I  would  like  to  indicate  first,  partly  in  response  to  a  comment  of 
the  Senator  from  Utah,  Mr.  Bennett,  in  regard  to  the  organizations 
affected  by  this  legislation. 

Mr.  Chairman,  I  call  your  attention  to  a  list  of  organizations  who 
would  be  affected  on  page  113  of  the  hearings  before  a  subcommittee 
of  the  Committee  on  Banking  and  Currency,  U.S.  Senate,  on  S.  249. 
The  date  of  these  hearings  was  October  7  to  11,  1965. 

It  appears,  Senator  Bennett,  that  Senator  Tower  from  Texas  re¬ 
quested  that  this  material  be  inserted  into  the  record  in  a  letter  ad¬ 
dressed  to  the  staff  director  of  this  committee. 

Senator  Bennett.  Yes,  I  have  a  copy  of  it,  and  I  know  of  the 
list.  What  I  was  trying  to  get  yesterday  was  an  official  list. 

I  was  trying  to  get  an  official  statement  of  the  Treasury  of  all  the 
agencies  that  might  be  affected.  I  am  not  sure  this  is  all.  There  may 
be  others. 

Mr.  McDonald.  I  was  going  to  comment  on  that. 

Now,  I  notice  .in  this  list,  Senator,  that  the  Commodity  Credit 
Corporation  is  not  included,  and  that  certainly  is  an  agency  I  believe 
in  my  interpretation  of  this  bill  that  could  be  affected.  So  it  obviously 
is  not  a  complete  list. 

Senator  Bennett.  Yes. 

Mr.  McDonald.  I  would  like  to  direct  my  remarks  primarily  to  the 
agricultural  agencies  that  would  be  affected,  naturally,  representing  a 
farm  organization. 

We  find  in  this  list  here  which  I  referred  to,  Farmers  Home  Admin¬ 
istration,  REA,  Crop  Insurance,  Bank  for  Co-Ops,  Intermediate 
Credit  Banks,  Farm  Credit  Administration,  Federal  Land  Banks, 
Bureau  of  Reclamation,  and,  as  I  indicated - 

The  Chairman.  Now,  with  all  due  deference,  you  appear  before  us 
as  an  expert  in  farm  matters,  and  you  are  appearing  to  object.  Now, 
will  you  qualify  as  an  expert  in  all  financial  matters,  or  are  you  still 
going  to  testify  just  about  the  farmers? 

I  just  want  to  know  what  scope  you  plan  to  occupy  here  today. 

You  said  you  had  been  18  years  with  the  Farmers  Union,  and  you 
grew  up  in  Oklahoma.  Very  fine.  You  came  to  appear  because  you 
thought  this  would  not  be  good  for  the  loans  made  to  farmers.  Are 
you  going  to  confine  yourself  to  the  farmers,  or  are  you  going  to  qualify 
as  an  expert  on  all  these  agencies  that  handle  $7  billion  of  loans? 

Mr.  McDonald.  No,  sir;  I  am  not  going  to  qualify  as  an  expert, 
really,  Senator,  on  anything. 

The  Chairman.  Well,  thank  you  very  much. 
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Mr.  McDonald.  With  my  limited  understanding  I  am  going  to  make 
some  comments  on  what  I  think  this  bill  might  do. 

Now,  first  of  all,  it  seems  clear  to  me  that  on  page  3,  line  1,  of  the 
House  bill,  that  all  these  agencies  are  affected.  That  seems  very 
clear — that  all  of  the  executive  departments,  agencies,  or  instrumentali¬ 
ties  of  the  United  States  come  under  this  bill. 

I  would  like  to  begin  by  commenting  on  the  Farmers  Home  Admin¬ 
istration,  which  we  think  is  a  very  fine  agency,  and  in  regard  to  what 
happens,  what  is  happening  and  has  been  over  the  years,  in  this 
agency  in  regard  to  farm  loans. 

Now,  this  is  an  insured  loan  program,  and  the  farmer  will  get  ap¬ 
proval  of  a  loan  from  FHA  and  the  bank  will  insure  it.  So  it  is  very 
beneficial  to  the  farmer,  very  beneficial  to  the  bank.  It  is  a  local  com¬ 
munity  matter  in  many  instances.  I  understand  that  the  FHA  deals 
with  4,000  country  banks. 

Furthermore,  the  relationship  between  the  farm  and  the  local  bank 
is  such  that  the  banker  often  will  make  additional  loans  which  are  not 
insured  in  regard  to  getting  the  farmer  through  a  rough  year,  in 
regard  to  buying  a  tractor,  in  regard  to  the  general  operation  of  his 
farm.  - 

This  FHA  guaranteed  loan  is  a  kind  of  a  bulwalk  for  the  local  bank 
which  also  establishes  credit  for  the  farmer.  And  often  it  is  a  family 
matter,  because  the  banker,  with  a  relationship  with  one  farmer  in 
credit,  perhaps  his  relatives,  his  friends,  his  neighbors,  develops  a  good 
community  relationship  there. 

Under  my  interpretation  of  this  bill  I  think  that  the  country  bank 
would  be  short  circuited.  I  think  that  the  farmer  would  request 
FHA,  go  to  the  Farmers  Home  Administration  for  a  loan,  and  the 
local  FHA  man  would  look  into  the  character  of  the  farmer,  his  assets, 
his  probability  of  being  able  to  repay  the  loan,  and  he  will  say,  “Well, 
for  all  practical  purposes  you  are  good  for  a  loan." 

Then,  instead  of  going  to  the  country  bank,  the  FHA  would  check 
with  the  National  Mortgage  Association,  the  Federal  Mortgage  As¬ 
sociation,  called  “Fannie  May,”  and  say,  “Well,  I  have  got  a  bunch 
of  people  here  who  have  good  credit,  and  I  think  they  are  good  people 
who  need  some  money.  Can  you  arrange  some  participation  so  we 
can  get  the  money  out  here  ?  ” 

And  Fannie  May  will  look  the  situation  over,  and  the  underwriter, 
or  whoever  is  working  with  Fannie  May,  such  as  the  First  Boston 
Corp.  of  New  York,  which  is  involved,  I  believe,  and  numerous  other 
large  banks,  and,  of  course,  these  loans  of  FHA  will  be  lumped  to¬ 
gether  with  many  other  loans  from  many  other  agencies  so  the  identity 
of  the  original  borrower  is  lost.  . 

It  would  remove,  it  seems  to  us,  one  step  by  this  legislation.  It 
would  take  it  out  of  the  community  and  be  adverse  to  the  interest  of 
the  local  community  and  the  country  banker. 

Furthermore,  it' takes,  it  seems  to  me,  Mr.  Chairman,  the  power 
of  decision  to  some  extent  out  of  the  Farmers  Home  Administration, 
because  the  ultimate  decision  on  whether  this  money  would  be  avail¬ 
able  or  not  would  be  in  the  F annie  May  Corporation. 

So  they  might  very  well  reach  a  point  where  they  felt  like  they  had 
sold  all  the  participations  that  they  wanted  to  sell  about  that  time, 
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and  they  might  very  well  say,  when  these  agencies  came  up  with  groups 
of  loans,  well,  we  can’t  do  it  now  because  of  certain  situations  in  the 
national  market. 

As  you  know,  of  course,  you  can’t  dump  a  lot  of  things  on  the 
market  all  at  once.  You  have  to  deal  with  these  matters  from  day  to 
day  and  adjust  your  financial  operations  to  the  market. 

Now,  that  is  my  second  point,  Mr.  Chairman.  Another  point  which 

1  would  like  to  refer  to  is  that  under  this  bill  subsidies  would  be 

increased.  _  . 

Now,  I  am  referring  primarily  to  the  agricultural  subsidies. 

I  have  in  my  hand  a  document,  “Budget  Estimates  for  the  U.S.  De¬ 
partment  of  Agriculture,  Fiscal  Year  Ending  June  30,  1967.”  On 
page  177  and  page  178  we  find  the  amounts  of  money,  Mr.  Chairman, 
which  are  loaned,  and  they  are  itemized. 

For  example,  on  page  178  you  will  find  $122,892,000  in  building 
loans.  You  will  find  $1.7  million  in  building  loans  for  the  elderly. 
You  will  find  other  categories.  The  interest  rate  is  3  percent. 

On  the  previous  page  there  is  another  list  there. 

My  point  is  that  there  is  a  wide  variation  in  the  ceilings.  That  is 
indicated  in  this  document  here  that  I  have  in  my  hand,  “Special  Anal¬ 
ysis,  Bureau  of  the  Budget,  of  the  United  States,  Fiscal  Year  1967.” 
And  on  page  62  of  this  document  there  is  quite  an  extensive  list  of  the 
interest  rates  and  maturities  for  major  active  credit  programs  classi¬ 
fied  by  agency  or  program,  December  1965. 

Yoii  find  listed  under  “Agriculture”  that  the  interest  rates  vary  from 

2  2>ercent  to  6  percent. 

You  will  find,  for  example : 

Commodity  Credit  Corporation  interest  rates  vary  from  3.5  to  4  percent.  Rural 
Electrification  is  2  percent. 

And  so  on .  There  are  others  too  numerous  to  read. 

Mr.  Chairman,  I  am  trying  to  bring  out  the  point  that  there  is  a 
wide  variation.  And  I  suggest  that  any  increase  in  interest  rates  on 
these  programs,  these  subsidized  programs — of  course,  we  are  heartily 
for  and  have  testified  many  times  for  subsidy  for  relief  for  slum  hous¬ 
ing  and  various  programs  which  burden  the  taxpayers,  and  we  think 
that  the  taxpayers  are  perfectly  willing,  as  evidenced  by  legislation 
passed  by  the  United  States,  to  support  these  programs  and  to  take 
money  from  the  taxpayers  and  to  give  it  to  help  the  poverty  program 
which  the  President  is  pushing,  and  so  forth  and  so  on. 

The  Chairman.  Well,  may  1  interrupt  to  ask  you  a  question  so  that 
we  can  get  on  to  the  nub  of  your  opposition  ?  Aren’t  you  opposing 
this  program  because  you  believe  it  will  result  in  increasing  the  in¬ 
terest.  rate  to  farmers  ? 

Mr.  McDonald.  Primarily. 

The  Chairman.  All  right.  That  is  the  decision  of  your  president. 

Mr.  McDonald.  My - 

The  Chairman.  Let  me  read  your  president’s  statement  to  that  ef¬ 
fect.  I  have  just  gotten  it : 

We  recognize  that  you  are  seeking  to  avoid  a  tax  increase  but  feel  that  a  small 
increase  in  the  Federal  deficit  or  an  increase  in  taxes  is  preferable  to  adding 
one-half  of  1  percent  to  interest  charges  which  are  at  an  all-time  high. 

All  interest  rates  will  be  affected  by  this  proposal  to  turn  over  all  Govern¬ 
ment-sponsored  programs  to  private  money  lenders. 
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Well,  the  whole  letter  will  be  in  the  record. 

Now,  let  me  ask  you  this:  Do  you  want  to  get  the  $477  million  for 
direct  loans  for  the  Federal  Farm  Home  Administration  or  not?  Are 
you  in  favor  of  that  or  not  ? 

Mr.  McDonald.  Yes,  sir. 

The  Chairman.  All  right.  You  favor  it  ? 

Mr.  McDonald.  Insured  loans. 

The  Chairman.  Did  you  read  in  the  paper  this  morning  that  even 
on  an  18-month  note  it  had  to  be  sold  at  a  discount  that  yielded  4.9- 
some  percent  rate  of  interest? 

Mr.  McDonald.  I  did  not  read  that.  No,  sir. 

The  Chairman.  Well,  that  was  in  there. 

Do  you  know  how  you  can  get  any  bank  or  any  private  institution  or 
any  individual  to  lend  you  money  for  20,  25,  or  80  years  at  4.5  percent? 

Mr.  McDonald.  I  don’t  know. 

The  Chairman.  All  right.  Do  you  know  that  the  law  authorizes 
these  loans  at  from  3  to  5  percent  for  the  direct  loans  and  at  2%  to 
5%  for  the  guaranteed  loans  ?  Do  you  know  that  ? 

Mr.  McDonald.  I  believe  that  is  in  this  table. 

The  Chairman.  All  right.  The  administration  tells  us  that  it  won’t 
have  the  money  to  let  you  have  $477  million  for  these  loans  unless  we 
permit  them  to  sell  some  of  the  $1.6  billion  of  these  loans  that  have 
already  been  made  and  pay  the  difference  between  what  those  certifi¬ 
cates — those  mortgages  bear,  which  as  I  say  will  range  from  3  to  5 
percent,  or  whatever  is  necessary  to  get  the  money  to  make  new  loans. 

That  is  the  problem  that  confronts  us. 

You  want  to  help  the  farmer.  You  want  him  to  have  low  interest 
rates.  So  do  we.  There  tre  plenty  of  people  in  the  city  that,  would 
like  to  see  cattle  drop  back  to  21  cents  a  pound  like  it  was  in  1964. 
They  don’t  like  the  idea  of  $1.09  for  bacon  and  $1.35  for  steak.  Don’t 
you  see  ? 

Why  are  they  up  there?  You  know  why  they  are  up  there.  There 
is  the  demand  for  them,  isn't  there?  And  still  the  farmer  does  not 
get  parity.  He  is  only  getting  but  85  percent  now.  Isn’t  that  right  ? 

Mr.  McDonald.  That  is  correct. 

The  Chairman.  He  has  not  gotten  through  the  years  what  is  com¬ 
ing  to  him.  So  we  are  trying  to  help  him.  And  we  have  been  mak¬ 
ing  him  loans  through  the  years  at  very  low  interest  rates. 

Now,  the  same  pressure  that  has  put  up  his  hogs  and  his  cattle  and 
others  in  less  proportion  is  putting  up  the  price  of  money.  You  just 
cannot  get  it.  Isn’t  that  right,  Doctor?  You  taught  economics. 

Senator  Douglas.  Well,  I  will  deal  with  that  later. 

The  Chairman.  All  right.  But  that  is  what  the  administration 
says.  We  can’t  get  this  3-percent  money  anymore.  We  can’t  even 
get  it  at  4.5  percent  for  a  long  time. 

So  that  is  one  reason  I  think  that  the  American  Bankers  Asso¬ 
ciation  sent  me  this  telegram.  They  realize  that  we  are  in  a  bind. 
And  they  say,  “With  the  proposed  amendments  it  offers  congressional 
safeguards,  and  we  interpose  no  objection.” 

Now,  if  you  will  confine  yourself  fo  the  farmers  and  tell  us  how 
you  think  we  can  get  4.5-percent  money  for  them  on  the  longtime 
market,  we  will  be  glad  to  hear  you. 
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Mr.  McDonald.  I  think  my  answer  to  that,  Mr  Chairman,  is  we 
prefer  a  deficit  of  $6  billion,  I  believe  it  is  for  fiscal  year  1967,  to  the 
Government  selling  off  at  sort  of  a  bankrupt  sale  these  securities,  this 


loan  paper,  next  year.  , 

We  would  also  prefer,  as  indicated  by  our  presidents  letter,  that 

perhaps  taxation,  selective  taxation,  would  be  preferable  for  paying 
for  the  cost  of  this  Vietnam  war  in  which  the  people  involved  are 
making  huge  profits.  Of  course,  we  are  for  the  profit  system,  but  we 
think  they  are  making  tremendous  profits.  Perhaps  we  should  have 

a  readjustment  in  regard  to  taxation. 

If  these  boys  are  giving  their  lives  for  the  country,  it  seems  to  me, 
with  the  corporations  having  now,  according  to  Economic  Indicators, 
$26  billion  worth  of  undistributed  profits,  some  of  those  undistributed 
profits,  which  are  causing  the  inflation  incidentally,  should  be  tapped 
by  the  Government  to  make  up  for  the  cost  of  the  Vietnam  war  which 
is  ruining  to  some  extent  President  Johnson  s  Great  Society  program. 

But  I  did  not  want  to— I  am  trying  to  stick  to  my  promise  to  state 
agricultural  matters.  And  I  would  hope  that  the  cost  of  these  sub¬ 
sidized  agricultural  programs  would  not  be  increased  as  they  would 

be  under  this  bill.  „  ,  _  T 

We  would  prefer  that  the  subsidies  come  out  of  the  treasury.  Bet 


me  illustrate.  ,  ,  , 

If  you  have  a  subsidy  program  which  is  4  percent,  3  percent,  and  the 
cost  is  4.6,  according  to  April  Economic  Indicators,  when  Treasury 
bills  stood  at  4.618, 1  think  it  would  be  preferable  to  finance  these  sub¬ 
sidies  at  this  figure  than  at  the  figure  of  5.4  or  5.5  or  whatever  it  is 
that  these  securities  would  sell  for,  or  6  percent,  on  the  competitive 
money  market.  Because  in  the  last  analysis 

The  Chairman.  May  I  interrupt  you?  Considering  the  fact  we 
have  other  witnesses  and  we  cannot  be  here  all  the  day,  would  you  mind 
yielding  to  let  Senator  Douglas  ask  you  a  question  or  two  that  he  wants 
to  have  some  information  on,  and  then  yield  to  the  Senator  from 


Utah?  ,  ,  „ 

Senator  Douglas.  Mr.  McDonald,  is  it  not  true  that  the  Farmers 
Home  Administration  has  been  virtually  the  only  farm  agency  that  has 
helped  the  so-called  poor  farmer  or  small  fanner  ?  Is  it  not  true  that 
the  price-support  programs  have  primarily  helped  those  who  have  had 
larger  commercial  crops  and,  therefore,  have  helped  them,  but  that 
the  poor  farmer,  the  subsistence  farmer,  the  farmer  with  small  crops, 
has  not  obtained  very  much  advantage  from  them?  Moreover,  isn’t 
it  true  that  the  Farmers  Home  Administration  by  helping  tenants  to 
purchase  this  land  and  to  obtain  loans  for  livestock,  for  seed  and  for 
machinery,  and  so  forth,  has  been  the  most  constructive  agency  for  the 
small  fanners  that  we  have  had  in  the  last  30  years?  Is  that  correct  ? 

Mr.  McDonald.  I  would  agree  completely,  Senator  Douglas,  with 
both  your  questions  in  regard  to  Farmers  Home  Administration 
and  in  regard  to  the  benefits  of  the  price-support  programs. 

The  Farmers  Union  is  the  only  general  farm  organization  which  has 
been  for  a  cutoff  which  would  prevent  these  millionaires,  some  of  them 
foreign  investors,  from  benefiting  to  the  extent  of  millions  of  dollars 
out  of  the  Federal  Treasury  because  of  price  support. 

We  think - 
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Senator  Douglas.  Now,  you  were  the  strongest  force  behind  the 
passage  of  the  original  Farmers  Home  Administration  Act,  were  you 
not? 

Mr.  McDonald.  We  fought  many  years.  Senator  Douglas.  I  was 
here  at  that  time  for  F arm  Security. 

Senator  Douglas.  Yes. 

Mr.  McDonald.  We  tried  to  save  Farm  Security,  which  was  the 
parent  of  the  present  F armers  Home  Administration. 

Senator  Douglas.  That  is  right.  And  this  program  was  under  very 
heavy  attack  in  the  Congress  and  from  the  more  affluent  farm  orga¬ 
nizations.  Is  that  not  true  ? 

Mr.  McDonald.  That  is  correct. 

Senator  Douglas.  Now,  you  have  supported  the  proposal  which  has 
been  advanced  that  no  subsidy  be  paid  in  excess  of  $25,000  to  any  one 

farmer?  , 

Mr.  McDonald.  That  was  a  figure,  Senator,  we  put  forward  several 
years  ago.  I  would  imagine  that,  due  to  recent  economic  changes  and 
so  forth,  that  that  would  probably  be  doubled  today  if  our - 

Senator  Douglas.  You  would  only  check  those  receiving  over 


$50,000? 

Mr.  McDonald.  That  would  be  gross. 

Senator  Douglas.  Oh.  Gross  ?  I  see. 

Mr.  McDonald.  Now,  I  am  really  talking - 

Senator  Douglas.  I  see.  Not  net?  . 

Mr.  McDonald  (continuing).  Without  any  authority  on  this  point, 
because  we  do  not  have  any  figures  in  our  resolution. 

Senator  Douglas.  You  remember  Senator  Brewster’s  amendment 
of  last  year  which  started  at  $25,000.  That  was  voted  down.  Then 
$50,000,  and  that  was  voted  down.  I  do  not  know  whether  or  not  he 

put  in  a  resolution  not  to  pay  subsidies  over  $100,000. 

But  the  figures  published  for  cotton  and  wheat,  as  I  recall,  showed 
large  numbers  of  farmers  getting  more  than  $25,000  a  year  m  cash 

SUTheCSHAiRMAN.  Will  the  Senator  from  Illinois  yield  there? 

Senator  Douglas.  Surely.  .  ,  .  .  , 

The  Chairman.  Would  you  mind  saying  that  the  chairman  of  this 
committee  supported  every  one  of  those  amendments  and  has  consist- 

enSenator  Douglas.  Mr.  Chairman,  this  one  of  the  few  occasions 

where  you  and  I  agree.  That  is  right. 

And  the  figures  for  corn,  I  believe,  were  never  published. 

I  have  talked  with  Senator  Brewster.  He  intends  to  renew  his 
amendment  or  family  of  amendments  this  year 

I  would  appreciate  it  if  you  would  help  us  on  these,  and  we  welcome 

the  aid  of  our  chairman  in  this  matter.  , 

The  Chairman.  And  I  have  always  supported  these  loans  to  the 

farmers.  IVIake  no  mistake  about  that. 

Senator  Douglas.  Very  good.  . 

And  it  is  your  belief  that  if  we  could  restrict  the  amounts  going  to 
the  extremely  rich  and  affluent  farmers,  in  some  cases  corporation  farm¬ 
ers,  that  we 'would  probably  have  money  enough  with  which  to  subsi¬ 
dize  loans  to  the  poorer  farmers?  Is  that  your  position. 
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Mr.  McDonald.  I  agree  with  that. 

Let  me  point  out,  Senator,  that  I  was  speaking  of  gross  sales  when  I 
mentioned  the  figure,  so  that  would  mean - 

Senator  Douglas.  Yes;  the  Brewster  amendment  was  directed  to 
the  amount  of  the  subsidy,  that  the  subsidy  should  not  be  more— 

Mr.  McDonald.  That  is  entirely  different. 

Senator  Douglas.  Yes. 

Mr.  McDonald.  As  you  know,  farm  costs  have  skyrocketed,  so  that 
even  a  farmer  making  $25,000  would  have  maybe  $5,000  left  after  he 
met  his  expenses. 

Senator  Douglas.  Yes. 

Well,  I  have  always  been  in  favor  of  fixing  an  upper  limit.  In 
fact,  my  upper  limits  on  subsidies  are  somewhat  more  rigorous  than 
those  which  Senator  Brewster  proposed. 

But  the  $25,000  limit  did  not  pass.  The  $50,000  limit  did  not  pass. 
And,  while  I  cannot  remember  whether  the  $100,000  limit  was  pro¬ 
posed  or  not,  if  it  was  proposed,  it  did  not  pass. 

The  difficulty  is  that  we  are  faced  with  a  situation  in  which  appar¬ 
ently  the  Congress  will  place  no  ceiling  on  the  subsidies  paid  to  the 
extremely  wealthy  farmers,  who  in  my  judgment  do  not  need  them. 
And  yet  the  costs  of  the  Vietnamese  war  go  on. 

I  think  the  administration  feels  that  unless  it  can  sell  off  these  assets 
the  pressure  of  the  conservative  forces  in  Congress  and  the  country 
will  force  it  to  curtail  the  programs  for  the  relief  of  poverty  and  to 
provide  economic  and  educational  opportunity. 

And  so,  with  torn  heartstrings,  they  have  made  this  very  difficult 
choice.  And  there  we  are. 

I  want  to  congratulate  the  Farmers  Union  for  the  part  they  have 
played  in  fostering  not  only  the  Farm  Security  Administration  and 
the  Farmers  Home  Administration  but  also  other  constructive  meas¬ 
ures  to  help  the  average  American  throughout  the  years. 

And  I  want  to  thank  you,  Mr.  McDonald,  for  your  unselfish  work 
through  the  years. 

Mr.  McDonald.  Thank  you. 

The  Chairman.  I  wish  to  make  this  comment.  I  think  it  must  have 
been  10  years  ago  we  first  had  a  proposal  to  limit  this  support  program 
to  what  we  call  the  family  farm.  And  then  with  the  overall  expenses 
we  had  a  limit  of  $25,000.  I  have  supported  it  all  the  time,  and  we 
have  never  had  a  chance  in  the  world  to  put  it  through.  We  have  no 
chance  in  the  world  to  put  it  through  now. 

While  it  might  be  a  fine  theory  that  if  we  put  this  through  we  could 
save  enough  on  price  supports  to  finance  loans  to  farmers,  we  cannot 
put  it  through.  It  is  just  that  simple. 

I  recognize  Senator  Bennett  of  Utah. 

Senator  Bennett.  Mr.  Chairman,  I  am  not  going  to  question  the 
witness  at  length.  Both  his  statement  and  the  letter  of  his  president 
indicate  that  there  is  some  feeling  that  the  Government  is  going  to 
sell  these  securities.  The  Government  will  continue  to  hold  the  secu¬ 
rities.  The  Government  will  collect  the  interest.  And  the  Govern¬ 
ment  will  sell  a  new  piece  of  paper  with  the  securities  as  collateral, 
which  it  calls  a  participation. 

Do  you  understand  that  ? 
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Mr.  McDonald.  I  understand  that,  Senator.  What  I  object  to  is 
the  increased  interest  rate.  Nobody  knows  for  sure  what  it  will  be. 
But  everyone  agrees  there  will  be  an  increase  which  will  go  into  the 
pockets,  we  feel,  of  the  big  bankers  ultimately. 

Now,  we  have  nothing  against  the  banking  industry,  of  course,  and 
particularly  the  local  industry  as  I  mentioned.  We  think  it  is  im¬ 
portant  to  economic  growth  in  agriculture  to  have  these  country  banks 
serving  the  farmer. 

But,  as  I  pointed  out,  they  will  be  sidetracked  in  this. 

Senator  Bennett.  The  reason  I  raise  the  question  is  that  in  the  first 
paragraph  of  your  statement  you  say  that,  the  Government  should  not, 
act  as  a  bank,  that  all  Federal  lending  programs  and  assets  should  be 
taken  out  of  the  Federal  Government  and  turned  over  to  private 
business,  according  to  Budget  Director  Scliultze. 

Mr.  McDonald.  That  is  what  he  said.  . 

Senator  Bennett.  That  is  not  the  effect  of  this  bill.  It  this  bill. is 
passed,  the  Government  will  still  own  the  obligations.  It  will  still 
collect  them.  And  if  the  man  who  makes  the  loan  goes  into  default, 
the  Government  will  still  attempt  to  force  payment. 

There  is  one  other  point  in  the  last  paragraph  of  your  statement 
before  us  which  has  just  been  called  to  my  attention  by  our  staff 
economist.  It  says : 

The  Federal  Reserve  Board  has  been  selling  securities  on  the  open  market 
thus  decreasing  liquid  reserves  of  the  banks. 

He  tells  me  that  the  reserves  have  increased  by  over  $1  billion  and 
the  Federal  Reserve  Board  has  bought  over  $3.5  billion  of  secunties 

net. 

Senator  Douglas.  Since  when  ? 

Senator  Bennett.  Since  last  year  according  to  Mr.  Ihomas. 
Senator  Douglas.  What  have  they  been  doing  m  the  last  few 
months  ? 

Mr.  Thomas.  Increasing.  .  . 

Senator  Douglas.  Increasing  purchases  or  increasing  sales  ( 

Mr.  Thomas.  Increasing  purchases. 

Senator  Douglas.  I  would  like  to  see  the  figures  on  that. 

Mr.  McDonald.  Mr.  Chairman,  in  that  connection  I  have  an  article 
from  the  Wall  Street  Journal,  a  clipping  dated  April  22,  1966.  I  do 
not  know  if  you  want  to  insert  it  in  the  record  or  not.  But  it  seems  to 
refute  that  statement  your  adviser  just  made.  They  are  m  a  minus 

position  now,  Senator.  .  . 

Senator  Bennett.  Unless  there  is  some  objection  the  article  will  be 

placed  at  the  end  of  your  statement. 

Mr.  McDonald.  They  have  no  reserves.  They  are  all  gone. 

Senator  Bennett.  But  they  have  moved  from  a  minus  position  to 
a  plus  position  and  back  to  a  minus  position  as  a  matter  of  policy.  This 
is  playing  what  I  call  the  “numbers  game.”  It,  depends  on  the  date 
which  you  use  for  your  comparison. 

Senator  Douglas.  That  is  right.  .  ..  . 

Mr.  McDonald.  It  has  generally  been  minus,  Senator,  the  last 

few  weeks. 

Senator  Bennett.  Well,  the  Government  over  the  last  year,  and 
I  am  sure  Mr.  Thomas  is  right,  has  bought  more  than  $3.5  billion  worth 
of  securities.  I  mean  the  F ederal  Reserve  has. 
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Now,  in  its  operating  day  to  day  it  may  have  been  selling  some  of 
these,  selling  more  than  it  bought  recently.  But,  on  balance,  it  still 
bought  $3.5  billion. 

Mr.  McDonald.  Senator,  if  you  sell  $3.5  billion  and  buy  $3.5  billion 
you  are  just  standing  still. 

Senator  Bennett.  That  is  not  my  point. 

Senator  Douglas.  Mr.  Chairman,  I  think  we  ought  to  get  at  the 
facts  on  this.  I  would  like  to  have  Mr.  Thomas,  or  whoever  you  des¬ 
ignate,  prepare  a  table  to  be  entered  into  the  record  showing  the  net 
monthly  purchases  or  sales  during  the  last  18  months,  with  subtotals 
by  each  6  months,  and  subtotals  for  the  year  and  a  half. 

The  Chairman.  That  will  be  helpful.  That  will  be  done.  Our 
statf  economist  will  get  those  figures,  and  we  will  publish  them  in  this 
record. 

(The  table  referred  to,  with  comments,  follows:) 

Transactions  in  Federal  Revenue  System  open  market  account ,  by  months, 
February  1965  to  February  1966 


[In  millions  of  dollars] 


Outright  transactions 

Repurchase  agreements 

Net  in- 

Gorss 

purchases 

Gross 

sales 

Redemp¬ 

tions 

Gross 

purchases 

Gross 

sales 

crease  in 
holdings 

1965— February _ 

865 

198 

464 

983 

1,019 

166 

March..  _  . 

642 

7 

482 

434 

684 

April _  _  - 

466 

290 

126 

1,831 

1,  717 

163 

984 

26 

1,207 

1,894 

1,233 

1,895 

932 

June . . . 

755 

115 

224 

415 

July _ 

206 

284 

2,  734 

1,  552 

2,  549 
1,955 

106 

August . 

758 

398 

114 

-157 

September _ 

1,692 

770 

198 

450 

450 

725 

October  _ _  _ 

652 

671 

98 

352 

352 

-117 

November . 

1,666 

598 

150 

24 

24 

918 

December  _ 

816 

615 

297 

1,661 

1, 372 

193 

1966— January  . . 

894 

919 

228 

1,595 

1,545 

-203 

February _ 

1, 114 

979 

171 

272 

611 

-376 

Total  for  12  months 
ending  February 

1966 . . 

10, 645 

5,656 

1, 613 

14,  054 

14, 197 

3, 283 

Note. — Sales,  redemptions,  and  negative  figures  reduce  System  holdings;  all  other  figures  increase  such 
holdings. 


Source:  Federal  Reserve  Bulletin. 

Comments  as  to  Federal  Reserve  Operations 

Federal  Reserve  operations  in  U.S.  Government  securities  during  1965  and  the 
first  4  months  of  1966  have  had  the  effect  of  assuring  a  substantial  and  fairly 
steady  increase  in  the  volume  of  reserves  available  to  banks.  Purchases  and 
sales  have  varied  in  the  course  of  the  year  to  offset  the  effect  of  seasonal  and 
other  temporary  variations  in  various  factors  affecting  the  supply  of  reserves. 
These  variations  through  February  are  reflected  in  the  table. 

On  balance,  daily  average  reserves  of  member  banks  increased  by  nearly  $1.2 
billion  from  the  last  week  of  April  1965  to  the  last  week  of  April  1966. 

Funds  to  supply  reserves,  as  well  as  to  meet  a  loss  in  the  country’s  gold  stocks 
of  nearly  $800  million  and  an  increase  of  over  $2  billion  in  currency  in  circulation 
(other  than  that  supplied  by  Treasury  issues  of  coins),  were  provided  by  the 
increase  in  Federal  Reserve  holdings  of  Government  securities,  amounting  to 
$3.1  billion,  by  additional  member  banks  borrowing  at  the  Federal  Reserve 
banks  of  nearly  $300  million,  and  by  other  factors  of  less  importance. 

The  additional  reserves  and  currency  thus  made  available  provided  the  basis 
for  a  large  expansion  of  bank  credit  that  resulted  in  an  increase  of  the  country’s 
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money  supply — demand  deposits  and  currency — of  over  $9  billion,  or  about  5 
percent,  and  an  increase  in  time  deposits  at  banks  of  nearly  $20  billion,  or  15 
percent.  This  expansion  in  money  and  credit  has  been  fairly  continuous  through¬ 
out  the  past  year,  after  allowance  for  usual  seasonal  variations. 

The  Chairman.  I  don’t  like  to  hurry  this,  but — 

Senator  Bennett.  All  right.  No  further  questions. 

Senator  Proxmire.  I  will  be  brief. 

I  am  shocked  at  the  conclusion  here.  Are  you  concluding  that  the 
farmers  would  have  to  pay  higher  interest  rates  because  of  this  Par¬ 
ticipation  Sales  Act? 

Mr.  McDonald.  Yes,  sir. 

Senator  Proxmire.  This  shocks  me.  We  went  into  great  detail 
with  the  Small  Business  Administration  on  this  provision.  Nobody 
argued  that  any  small  businessman  would  have  to  pay  more  than 
5.5  percent  or  on  distress  loans  more  than  3  percent.  And  I  am  very 
puzzled  as  to  how  you  conclude  that. 

It  seems  to  me  this  could  not  possibly  affect  the  interest  rate  that 
the  original  borrower  has  to  pay,  unless  there  is  further  congres¬ 
sional  action.  I  do  not  see  how  the  Participation  Sales  Act  by 
itself  would  have  any  effect  on  the  amount  that  the  person  who  bor¬ 
rows  from  the  Government  has  to  pay. 

Mr.  McDonald.  I  think,  Senator  Proxmire,  it  might  work  some¬ 
thing  like  this.  You  were  not  here  when  I  described  what  is  hap¬ 
pening,  what  has  happened,  in  regard  to  FHA  loans  and  what  might 
happen  under  this  bill. 

I  think  the  local  banker  would  be  sidetracked,  and  FHA  would  not 
go  to  him  at  all,  nor  the  farmers  to  the  local  bank.  It  would  be 
handled  by  FHA  and  Fannie  Mae. 

Now’,  the  local  banker  is  put  in  a  very  bad  position.  He  no  longer 
has  this  bulwark  of  the  guaranteed  insured  loan,  this  paper,  which 
enables  him  to  make  other  loans,  small  loans,  to  keep  his  customers, 
to  lend  money  for  a  tractor. 

I  think  the  local  banker  would  feel  that  because  of  the  general 
.increase  in  interest  rates  along  the  line  he  would  have  to  get  more 
interest  and  more  and  more  in  any  loan  that  he  made  to  the  farmer. 

Of  course,  my  point  on  the  subsidized  program  vTas  that  nobody 
seems  to  know  and  the  Director  of  the  Budget  yesterday  didn’t  know- 
in  response  to  Senator  Douglas’  question,  how  much  this  w-as  going 
to  cost,  a  half  a  percent  increase,  a  quarter  of  a  percent  increase,  or 
what. 

Senator  Proxmire.  The  increase  is  not  paid  by  the  borrow-er,  by 
I  he  farm  borrower. 

Mr.  McDonald.  That  ultimately - 

Senator  Proxmire.  Our  complaint  is  it  is  paid  by  the  taxpayer. 

Mr.  McDonald.  The  subsidized  programs  are  paid  by  the  tax¬ 
payers. 

The  Chairman.  If  the  gentleman  will  yield,  nobody  denies  that 
this  is  going  to  cost  more. 

Senator  Proxmire.  Yes. 

The  Chairman.  But  a  good  illustration  is  the  bill  we  passed  which 
w-as  for  3-percent  loans.  We  put  $300  million  in  it.  It  w-as  all  taken 
up  the  first  month.  And  we  got  over  $700  million  applications  pend- 
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ing.  Three-percent  money.  They  could  not  get  it  anywhere  else. 
A  whole  lot  wanted  it. 

There  is  nothing  in  this  law  that  raises  that  3  percent.  But  the 
agency  that  lends  the  3  percent  has  not  got  any  more  money.  So  we 
are  going  to  subsidize  the  3-percent  certificate'based  upon  the  3-per 
cent  loan  at  whatever  it  is,  5.5,  but  we  do  not  raise  it  any  higher  to 
the  colleges.  But  the  taxpayer  pays  the  difference. 

So  now  we  are  down  to  this.  You  cannot  get  any  more  3-percent 
money.  You  cannot  get  any  more  4-percent  money.  You  either  do 
not  put  the  money  out,  or  you  are  going  to  pay  more  interest  for  it. 

The  administration  says  it  is  going  to  cost  you  some,  but  Congress 
can  have  control,  because  you  can’t  put  out  any  more  of  these  subsi¬ 
dized  certificates  than  the  Appropriations  Committee  will  authorize. 
But  we  do  not  have  to  go  in  and  officially  raise  that  4.5  percent. 
Senator  Proxmire.  Thank  you. 

The  Chairman.  The  Senator  from  Maine. 

Senator  Muskie.  No  questions. 

The  Chairman.  Do  you  have  something  more,  Mr.  McDonald  ? 

Mr.  McDonald.  I  do  have  one  or  two  remarks.  I  think  this  will 
have  a  bad  effect  on  home  mortgages  as  indicated.  I  think  it  will  have 
a  bad  effect  on  the  farmer  getting  loans  from  the  local  banker. 

Why  should  the  local  banker,  when  he  can  pick  up  the  phone  and 
buy  a  participation  guaranteed  for  5.5  percent,  loan  money  to  me,  a 
farmer,  who  is  not  too  good  a  risk?  Why  should  the  local  banker 
tie  up  his  funds  in  a  house  or  a  building  or  a  tractor  which  he  cannot 
get  rid  of  if  the  loanee  does  not  make  good  ? 

So  it  will  just  squeeze  the  credit  in  the  local  areas. 

Senator  Douglas.  Are  you  more  afraid  of  the  indirect  effects  than 
of  the  direct  effects  ? 

Mr.  McDonald.  Yes,  sir.  I  believe  that  is  correct,  Senator.  There 
is  a  general  trend,  as  we  all  know,  toward  higher  interest  rates,  and  we 
feel  that  it  is  partly  because  of  the  Federal  Reserve  Board.  I  think 
the  President  feels  the  same  way  as  represented  by  his  December  state¬ 
ment. 

And  we  know  that  the  Federal  Reserve  Board  could  have  done  this 
thing  in  several  other  ways  besides  giving  the  time  depositors  up  to 
5.5  percent.  That  has  been  perhaps  one  of  the  worst  effects  of  this 
action. 

I  have  one  final  comment. 

I  was  going  to  express  my  appreciation  for  this  committee  allowing 
me  to  come  here  today.  I  believe  it  wasn’t  in  the  original  plan.  And 
the  Farmers  Union  is  very  grateful  for  the  opportunity  to  come  here. 
Senator  Douglas.  A  soft  answer  which  turneth  away  wrath. 

Mr.  McDonald.  And  this  is  really  a  wonderful  committee.  Nothing 
I  have  said  is  any  indirect  criticism  of  the  members  of  this  committee. 

”  ®  have  always  been  your  admirers.  AYe  feel,  however - 

Senator  Douglas.  Let  me  say  Mr.  McDonald  is  a  Scotchman,  and 
Scotchmen  are  proverbially  tough  and  persistent. 

The  Chairman.  We  understand  each  other. 

Senator  Douglas.  He  fights  for  what  he  believes.  I  have  found  him 
through  the  years  to  be  very  tough,  and  I  honor  him  for  it. 
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Mr.  McDonald.  Mr.  Chairman,  if  I  may  be  permitted  an  off-the- 
record  remark. 

(Remark  off  the  record.) 

Mr.  McDonald.  Thank  you  very  much. 

The  Chairman.  You  are  welcome,  sir. 

(The  Wall  Street  Journal  article  and  the  Federal  Reserve  statistics 
follow.) 

[From  the  Wall  Street  Journal,  Apr.  22,  1966]i 

Reserve  System  U.S.  Security  Holdings  Slashed — It  Made  Largest  1-Week 

Cut  in  18  Years  ;  Treasury  Tax  Fund  Redeposits  Fell — Rank  Loan  Pres¬ 
sure  Grows 

(By  a  Wall  Street  Journal  staff  reporter) 

New  York. — The  Federal  Reserve  System  reduced  its  holdings  of  U.S.  Govern¬ 
ment  securities  in  the  week  ended  Wednesday  by  the  largest  week-to-week  amount 
in  18  years  and  thus  bore  down  further  on  the  capacity  of  the  Nation’s  banks 
to  lend  and  invest. 

This  was  disclosed  in  data  released  yesterday  by  the  New  York  Federal  Reserve 
Rank.  The  weekly  reduction  in  the  system’s  holdings  of  Government  obliga¬ 
tions  was  $1,084  million,  the  'biggest  drop  since  the  week  ended  February  4,  1948. 

Still  further  pressure  on  the  Nation’s  commercial  banking  system  last  week 
came  when  the  Treasury  didn’t  redeposit  with  the  hanks  certain  funds  it  col¬ 
lected  on  the  April  15  tax  payment  date.  Banks  had  been  counting  on  the  usual 
redeposit  of  50  percent  of  larger  checks  drawn  on  them  by  corporate  taxpayers. 
But  the  Treasury’s  own  short  cash  position  prevented  it  from  redepositing  the 
funds. 

The  reserve  position  of  the  Federal  Reserve  member  banks  across  the  country 
a  rough  indicator  of  monetary  policy — showed  that  on  an  average  day  in  the 
latest  statement  week  the  banks  had  "net  borrowed,”  or  minus,  reserves  of  $281 
million.  This  was  the  largest  amount  since  March  2,  1960,  when  the  minus 
reserve  figure  stood  at  $352  million. 

The  previous  week’s  initial  estimate  of  $287  million  in  minus  reserves  was  also 
the  highest  since  March  1960,  but  this  week  the  estimate  was  reduced  to  $231 
million.  Net  borrowed  reserves  had  exceeded  the  $200  million  mark  only  four 
times  all  last  year,  when  a  moderately  restrictive  Federal  Reserve  policy 
prevailed. 

TUGGING  AT  CREDIT  REINS 

In  the  past  2  months  the  reserve  system  has  been  tugging  harder  at  the  credit 
reins  in  an  apparent  effort  to  moderate  the  rate  of  expansion  in  the  economy. 
This  new  policy  became  noticeable  7  weeks  ago  when  the  net  borrowed  reserve 
figure  hit  $237  million. 

Also  indicating  the  increased  tightening  in  the  statement  week  was  a  further 
increase  in  total  borrowing  by  member  banks  from  Federal  Reserve  banks.  Such 
borrowings  in  the  week  ended  Wednesday  averaged  $685  million  a  day,  up  from 
an  already  high  level  of  $603  million  a  week  earlier  and  a  substantial  increase 
from  an  average  level  of  about  $500  million  a  day  in  most  weeks  last  year. 

Some  indication  of  the  unusual  pressure  on  reserves  can  also  be  seen  in  a 
Wednesday -to- Wednesday  rise  of  $701  million  in  borrowings  by  the  13  reporting 
New  York  City  Federal  Reserve  banks.  This  was  the  highest  weekly  rise  since 
December  1952.  The  $701  million  rise  brought  the  borrowings  at  the  New  York 
banks  to  $706  million  last  Wednesday. 

Commercial  bank  members  of  the  Federal  Reserve  System  are  required  to  set 
aside  certain  percentages  of  their  deposits  at  Federal  Reserve  banks  or  as  cash 
in  their  own  vaults;  these  deposits  frequently  represent  loans  credited  to  the 
borrowers’  deposit  accounts.  On  any  day,  some  banks  will  have  reserves  that 
exceed  their  requirements,  while  others  will  have  to  borrow  from  the  Federal 
Reserve  to  meet  their  needs. 

When  total  borrowings  are  greater  than  aggregate  excess  reserves  as  at  pres¬ 
ent,  the  difference — a  minus  amount — constitutes  net  borrowed  reserves.  When 
excess  reserves  total  more  than  the  borrowings,  this  constitutes  free  reserves  or 
uncommitted  funds  the  banks  can  lend  and  invest. 
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HUGE  REDUCTION 

The  main  factor  contributing  to  the  further  tightening  of  reserves  was,  of 
course,  the  huge  reduction  in  the  system’s  holdings  of  U.S.  Government  securi¬ 
ties.  Although  the  Federal  Reserve  System’s  daily  average  holdings  of  Govern¬ 
ment  securities  fell  $1,084  million  on  a  Wednesday-to-Wednesday  basis  the  sys¬ 
tem’s  daily  average  holdings  were  down  $520  million  in  the  statement  week.  The 
total  decrease  occurred  in  securities  due  to  mature  in  a  year  or  less. 

When  the  Federal  Reserve  disposes  of  Government  securities  in  the  open 
market,  it  takes  money  out  of  the  banking  system  or  “sops  up”  reserves  as  the 
securities  dealers  draw  on  their  banking  accounts  to  pay  for  the  securities. 

Some  indication  of  the  effect  of  the  Treasury’s  failure  to  redeposit  its  tax  funds 
can  be  seen  in  figures  on  U.S.  Government  deposits  with  the  New  York  City  banks. 
These  deposits  rose  $16  million  on  a  Wednesday-to-Wednesday  basis  in  the  latest 
statement  week.  In  the  statement  week  that  included  the  March  15  tax  payment 
date  the  Wednesday-to-Wednesday  rise  of  U.S.  Government  deposits  at  the  New 
York  banks  was  $334  million. 

The  tightening  factors  in  the  statement  week  more  than  offset  expansionary 
factors  in  the  week.  One  was  a  $307  million  daily  average  rise  in  the  “float”  of 
checks  delayed  in  collection  for  which  Federal  Reserve  hanks  automatically  get 
credit.  Another  was  a  $301  million  daily  average  rise  in  vault  cash  counted  as 
part  of  reserve. 

NEW  YORK  LOANS  DROPPED 

The  New  York  Federal  Reserve  Bank  reported  also  that  commercial  and  in¬ 
dustrial  loans  at  leading  New  York  City  banks  fell  $42  million  in  the  week  ended 
Wednesday.  This  drop  followed  a  $72  million  rise  in  the  previous  statement 
week.  Bankers  said  the  drop  in  New  York  loans  in  the  latest  week  was  surpris¬ 
ing  because  corporations  were  expected  to  make  large  borrowings  for  the  April  15 
tax  payment  date. 

The  $42  million  drop  in  the  latest  statement  week  brought  the  total  of  business 
loans  on  the  books  of  the  13  reporting  New  York  banks  to  $17,831  million,  a  net 
rise  of  $558  million  since  the  start  of  the  year.  A  year  ago  such  loans  showed 
a  Wednesday-to-Wednesday  rise  of  $14  million  but  were  up  $888  million  since 
the  start  of  the  year. 

Other  figures  released  by  the  New  York  Federal  Reserve  Bank  showed  that 
major  New  York  bank  loans  to  sales  finance  and  business  credit  companies  rose 
$176  million  in  the  statement  week  to  $1,993  million.  In  the  previous  week  the 
loans  had  fallen  $63  million.  The  total  outstanding  loans  of  New  York  banks  to 
sales  finance  and  business  credit  companies  on  Wednesday  was  down  $23  million 
from  the  end  of  1965.  In  the  year  earlier  week,  such  loans  rose  $80  million  and 
were  up  $59  million  from  the  end  of  1964. 

In  another  development,  the  New  York  Reserve  Bank  reported  that  the  total 
of  negotiable  certificates  of  deposit  at  major  New  York  City  banks  rose  $40  mil¬ 
lion  to  a  record  $7,352  million,  marking  the  fifth  consecutive  weekly  increase. 
In  the  previous  week  the  rise  was  $45  million.  The  continuing  rise  was  attributed 
mainly  to  the  higher  rates  that  the  banks  have  been  paying  for  the  CD’s  to  re¬ 
place  other  certificates  that  have  fallen  due  and  haven’t  been  renewed. 

SAVINGS  DEPOSITS  DROP 

As  the  commercial  banks  gained  funds  through  CD’s,  they  continued  to  lose 
regular  savings  deposits  on  which  they  are  barred  from  paying  more  than  4  per¬ 
cent.  The  latest  statement  week  registered  a  drop  of  $53  million  and  followed 
a  drop  of  $66  million  the  previous  week.  The  drop  in  regular  savings  deposits 
so  far  this  year  is  $359  million,  in  contrast  to  a  rise  of  $238  million  in  the  like 
1965  period.  Bankers  attributed  the  fall  this  week  mainly  to  withdrawals  of 
funds  to  meet  the  April  15  tax  payment. 

Commercial  and  industrial  loans  of  leading  Chicago  banks  fell  by  $11  million 
in  the  latest  statement  week,  bringing  their  gain  since  the  start  of  1966  to  $40 
million.  In  the  1965  week  such  loans  fell  $25  million  and  were  up  $175  million 
since  the  start  of  that  year. 

The  New  York  Reserve  Bank  also  reported  that  the  U.S.  monetary  gold  stock 
was  unchanged  in  the  week.  There  was  a  drop  of  $100  million  in  the  stock  4 
weeks  ago.  That  drop  was  the  first  U.S.  gold  loss  this  year,  putting  the  monetarv 
gold  hoard  at  $13,634  million,  the  lowest  level  since  September  1938.  In  1965 
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the  loss  from  the  U.S.  monetary  gold  reserve  totaled  $1,654  million,  the  largest 
since  1960,  when  the  total  outflow  was  $1,703  million. 


Federal  Reserve  Report 

isnets  and  liabilities  of  13  weekly  reporting  member  banks  in  New  York  City 


[Inmillions  of  dollars] 


ASSETS 


Total  loans  and  investments - 

Loans  and  investments  adjustment  (r) 

Loans  adjusted  (r) - 

Commercial  and  industrial  loans. . 

Agricultural  loans - 

Loans  to  brokers  and  dealers  for 

U.S.  Government  obligations - 

Other  securities _ 

Other  loans  for  purchase  or  carry: 

U.S.  Government  obligations - 

Other  securities _ 

Sales,  personal  finance,  etc - 

Other _ 

Loans  to  foreign  banks - - 

Real  estate  loans . . . 

Other _ 

Loans  to  domestic  commercial  banks. 

U.S.  Governmnet  securities,  total - 

Treasury  bills - 

Treasury  certificates  of  indebtedness . 
Treasury  notes  and  bonds  maturing 

Within  1  year - 

1  to  5  years - - 

After  5  years - 

Other  securities - 

Reserve  with  Federal  Reserve  bank.. 

Currency  and  coin - 

Balances  with  domestic  banks - 

Other  assets,  net - 

Total  assets,  liabilities - 


LIABILITIES 

Demand  deposits: 

Adjusted _ 

Total  (g)  _ — _ 

Individual  partnerships  and  corporations 

States  and  political  subdivisions - 

U.S.  Government _ _ _ 

Domestic  interbank: 

Commercial _ 

Mutual  savings - - - 

Foreign: 

Official  institutions - 

Commercial  banks - 

Time  and  savings  deposits,  total  (v)  — . - 

Individuals,  partnerships,  and  corporations: 

Savings  deposits - 

Other  time  deposits  (z) - 

States  and  political  subdivisions - 

Domestic  interbank - 

Foreign: 

Official  institutions - 

Commercial  banks - 

Borrowings: 

From  Federal  Reserve  banks - 

From  others - 

Other  liabilities - 


CAPITAL  ACCOUNTS 
Capital  accounts - - 


Apr.  20 
1966 


42,  483 
42, 118 
31, 765 
17,831 
21 

696 

2,293 

15 
640 
1,993 
1,222 
792 
3, 019 
4,  010 
365 
4,386 
1,214 
125 

586 
1,320 
1,121 
5,967 
3,898 
303 
153 
2,891 
56, 016 


17, 276 
27, 018 
18, 756 
264 
131 

3,323 

312 

654 
946 
18, 077 

4,922 

8,846 

666 

486 

2,935 

139 

706 
1,688 
3, 581 


4,946 


Apr.  13 
1966 


41,705 
40, 989 
31,097 
17,  873 
22 

421 

2,  015 

17 
640 
1, 817 
1,246 
810 
3,006 

3,  996 
776 

4, 236 
1,061 
124 

591 
1,317 
1,143 
5,656 
3,826 
313 
149 
2,893 
54, 999 


16, 685 
26, 186 
18, 121 
283 
115 

3,333 

357 

552 
991 
18, 067 

4, 975 
8,940 
630 
481 

2,822 

139 

5 

2,170 
3, 622 


4,949 


Apr.  21 
1965 


38, 822 
37.  736 
27,  225 
14.  747 
29 

450 

2,427 

12 
518 
1, 575 
945 
843 
2,400 
3,899 
1,092 

4.  555 
870 
0 

673 
1,699 
1,313 
5, 950 
3,368 
286 
141 
2, 609 
50, 607 


15,995 
25, 842 
17,218 
305 
1,141 

3, 385 
320 

546 
875 
15, 374 

4,880 
6, 468 
528 
372 

2,910 

135 

0 

1,902 
3, 148 


4, 341 


r— Exclusive  of  loans  to  domestic  commercial  banks  and  after  deduction  of  valuation  reserves;  individual 
loL  items  are  shown  gross.  e-Includes  certified  and  officers  checks  not  shown  separately.  v-Includes 
time  deposits  of  U.S.  Government  and  postal  sayings  not  shown  separately.  C  ffitstmas  sav  g 

and  similar  accounts  which  amounted  to  $45  million  for  the  current  week,  s  Not  available. 
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Member  bank  reserves  and  borrowings  of  Central  Reserve  Neic  York  City  Banks 

[In  millions  of  dollars] 


Change  since— 

Apr.  20,  1966 

Apr.  13  1966 

Reserves  with  Federal  Reserve  bank . . .  . . 

Required  reserves  (partly  estimated) _  ...  _ _ _ 

4,351 
4, 270 
81 

12 

160 

-148 

+90 

+63 

+27 

-26 

+132 

-158 

Excess  reserves .  . .  . . 

Daily  averages  for  week: 

Estimated  excess  reserves..  .  ...  . . .  .  . 

Borrowings  at  Federal  Reserve  bank _  ..  .  . . . 

Free  reserves _  ....  . 

Member  bank  reserve  changes 

[Changes  in  weekly  averages  of  member  bank  reserves  and  related  items  during  the  week 

and  year  ended  Apr.  20,  1966] 

[In  millions  of  dollars] 


RESERVE  BANK  CREDIT 

U.S.  Government  securities: 

Bought  outright— system  account _ 

Held  under  repurchase  agreement . 

Acceptances — bought  outright _ 

Held  under  repurchase  agreement _ 

Loans,  discounts  and  advances: 

Member  bank  borrowings _ 

Other _ * _ 

Float _ _ __ 

Total  Reserve  bank  credit _ 

Gold  stock _ 

Treasury  currency  outstanding _ 

Total _ _ 

Money  in  circulation _ 

Treasury  cash  holdings _ 

Treasury  deposits  withFederal  Reserve  banks 
Foreign  deposits  with  Federal  Reserve  banks. 
Other  deposits  with  Federal  Reserve  banks... 

Other  Federal  Reserve  accounts  (net) _ 

Total... _ _ _ _ 

Members  bank  reserves: 

With  Federal  Reserve  banks _ 

Cash  allowed  as  reserve  (estimate) _ 

Total  reserves  held  (estimate). . . 

Required  reserves  (estimate) _ _ _ 

Excess  reserves  (estimate).. _ _ 


Member  bank  reserves: 

With  Federal  Reserve  banks _ 

Currency  ajid  coin  (estimate) _ 

Total  reserves  held  (estimate) _ 

Required  reserves _ 

Excess  reserves _ _ _ 

Borrowings  at  Federal  Reserve  banks. 


Change  from  week  ended — 


Apr.  20, 1966 

Apr.  13,  1966 

Apr.  21,  1965 

40, 301 

-486 

+2, 815 

-34 

77 

+24 

34 

-6 

-4 

685 

+82 

+113 

21 

+  1 

+4 

2,  176 

+307 

+220 

43, 293 

-138 

+3,  063 

13, 632 

-1 

-780 

5,776 

+16 

+368 

62, 702 

-122 

+2, 651 

41,  768 

-96 

+2,  710 

951 

+18 

+  190 

268 

+130 

-613 

146 

-12 

-32 

406 

+11 

+  178 

448 

-110 

-272 

43, 988 

-58 

+2, 162 

18,  713 

-65 

+489 

3,  927 

+301 

+429 

22,  640 

+236 

+918 

22,  236 

+204 

+988 

404 

+32 

-70 

Wednesday  to  Wednesday 


18,  488 

+136 

4.  337 

+140 

22,  825 

+276 

22,  307 

+162 

518 

+114 

1,587 

+1,290 
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12  Federal  Reserve  banks’  'position 
[In  millions  of  dollars) 


Apr.  20,  1966 

Apr.  13,  1966 

Apr.  21,  1965 

ASSETS 

13, 180 

13, 185 

14, 128 

U.S.  Government  securities: 

Bought  outright: 

6, 571 

6, 571 

4,928 

12 

12 

24, 926 

24, 926 

25, 691 

Bills  -  _ 

8,  434 

9, 278 

6,806 

39, 943 

40, 787 

37, 425 

0 

240 

77 

39, 943 

41,027 

37,  502 

64, 059 

62,  913 

60,  096 

LIABILITIES 

36, 653 

36, 857 

34, 188 

18, 555 

18, 115 

18, 750 

Ratio  of  gold  certificate  reserves  to  Federal  Reserve  notes 

(35) 

(34.9) 

(40.  6) 

GOLD  RESERVES 

13, 634 

13, 634 

14, 413 

Next  witness,  Mr.  Clerk.  .  . 

Mr.  Hale.  Mr.  Northup  of  the  Mortgage  Bankers  Association  asked 

for  an  opportunity  to  speak.  ....  . 

The  Chairman.  Without  objection,  this  witness  may  have  printed 
in  the  record  his  full  prepared  statement. 

I  hope  you  will  try  to  summarize  it  within  the  rules  under  which 
we  normally  operate,  that  a  witness  will  summarize  in  10  minutes  his 
views  but  print  as  much  as  he  wants  in  the  record  within  limitations. 

STATEMENT  OF  GRAHAM  T.  NORTHUP,  DIRECTOR  OF  GOVERN¬ 
MENTAL  RELATIONS,  MORTGAGE  BANKERS  ASSOCIATION  OF 

AMERICA 

Mr.  Northrup.  My  name  is  Graham  Northrup,  director  of  govern¬ 
ment  relations  for  the  Mortgage  Bankers  Association  of  America. 

We  have  no  printed  statement  in  view  of  the  fact  that  we  were  only 
advised  of  the  hearing  at  9 : 15  this  morning,  sir.  But  I  will  try  to  be 
brief  and  enter  some  material  in  writing  in  order  that  you  will  have 
the  benefit  of  the  thinking  that  we  have. 

We  appreciate  the  opportunity  to  be  here  and  to  speak  to  this  com¬ 
mittee  on  this  very  important  piece  of  legislation. 

We  do  wish  that  it  would  be  possible  for  us  to  have  had  more  advance 
notice  or  another  opportunity  to  appear  with  a  written  statement, 
which  we  believe  would  be  more  valuable  to  you. 

I  represent  an  organization  of  mortgage  bankers  and  investors  who 
are  involved  principally  in  the  financing  of  real  estate  mortgages.  We 
do  a  large  volume  in  home  mortgages,  farm  mortgages,  commercial 
and  industrial  properties,  and  our  organization  represents  mortgage 
bankers  and  investors  both. 
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We  have  a  large  number  of  insurance  companies,  savings  banks,  and 
pension  funds  in  our  membership,  as  well  as  the  bankers  who  originate 
and  service  these  mortgages  for  these  national  investors. 

We  are  presently  servicing  about  $50  billion  worth  of  residential, 
industrial,  and  commercial  mortgages,  and  we  originate  each  year  in 
the  neighborhood  of  $9  billion  worth  of  residential  mortgages. 

We  have,  as  a  result  of  this,  a  great  interest  in  this  piece  of  legis¬ 
lation  and  in  most  items  of  legislation  that  come  before  the  Congress 
which  affect  the  national  money  market  in  one  way  or  another. 

Those  items  of  legislation  that  have  a  tendency  to  increase  or  de¬ 
cease  the  shortage  of  money  available  in  the  market  for  any  purpose 
have  an  effect  ultimately  on  the  mortgage  market  with  which  we  are 
so  much  involved. 

To  answer  Senator  Robertson’s  questions  about  our  area  of  interest, 
we  are  not  an  authority,  and  I  personally  am  not  an  authority,  on  all 
phases  of  finance.  However,  because  of  our  association  with  this 
national  money  market,  we  do  have  an  interest  in  this  legislation,  and 
I  will  try  to  restrict  my  remarks  to  the  parts  that  are  really  germane. 

As  I  said,  we  do  not  have  a  written  statement  with  respect  to  this 
particular  piece  of  legislation  in  view  of  the  shortness  of  the  time. 

However,  on  February  24,  1966,  we  did  address  a  letter  to  Senator 
Robertson  with  respect  to  S.  2499,  the  bill  which  was  before  you  at 
that  time,  with  respect  to  the  part  icipation  pools  for  the  Small  Business 
Administration. 

With  your  permission,  Mr.  Chairman,  I  would  like  to  have  entered 
in  the  record  a  copy  of  that  letter  which  does  get  into  the  principal 
arguments  which  we  have  against  this  legislation. 

I  would  like  to  summarize  these  four  by  saying : 

First,  we  are  concerned,  at  a  time  when  we  are  trying  to  reduce 
our  domestic  spending  and  maintain  a  sound  budgetary  approach 
to  things,  that  we  should  be  undertaking  a  program  which  everybody 
seems  to  admit  will  be  more  costly  than  direct  Treasury  financing 
of  the  obligations  which  are  in  the  hands  of  the  agencies  at  the  present 
time. 

The  General  Accounting  Office  did  do  a  study  prior  to  your  hearings 
on  S.  2499  which  indicated  the  additional  costs  of  participation  pools 
that  had  been  put  out  prior  to  those  hearings.  Using  those  figures 
from  the  GAO  report  and  converting  them  to  percentages  and  then 
applying  those  percentages  to  the  approximately  $8  billion  worth 
of  participation  pool  certificates  that  you  plan  to  sell  in  this  and 
the  next  fiscal  year,  we  estimate  this  will  have  an  additional  cost  to 
the  U.S.  taxpayers  of  $381  million.  And  we  do  not  see  why  this  is 
necessary. 

Secondly,  we  do  feel  that  this  legislation  circumvents  the  prohibition 
against  the  414  percent  Treasury  financing — I  mean  the  4y4  percent 
limit  on  Treasury  borrowing.  It  gets  around  this  very  neatly  by  going 
to  Fannie  Mae  and  letting  Fannie  Mae  sell  participations.  In  the 
last,  issue  they  sold  I  believe  they  went  for  yields  as  high  as  5.75  percent. 

A  e  in  our  association  do  not  believe  the  Treasury  should  be  limited 

414  percent  in  its  borrowings.  We  believe  it  should  be  able  to  bor¬ 
row  at  market  rates.  But  so  long  as  the  Congress  keeps  this  limit  on 
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the  Treasury  we  feel  this  device  is  simply  a  means  of  circumventing 
your  imposed  control. 

There  is  some  loss  in  the  degree  of  congressional  control  over  pro¬ 
gram  operations  under  the  participation  pool  program. 

The  letter  which  I  am  submitting  for  the  record  speaks  to  S.  2499, 
and  I  would  like  to  call  to  your  attention  we  agree  the  draft  you  are 
now  considering  does  have  more  congressional  control.  This  argu¬ 
ment  has  been  offset,  somewhat,  by  the  requirements  that  the  agencies 
come  in  for  appropriation  to  make  up  the  difference  between  the  yield 
on  the  securities  in  the  pool  and  the  cost  of  these  participation  certifi¬ 
cates  to  Fannie  Mae.  .  ,  ,  ... 

However,  I  still  feel — and  X  will  admit  that  I  have  been  too  busy  this 
week  to  review  the  amendments  on  the  House  bill  that  you  nowT  have 
before  you,  but  it  is  my  understanding  that  there  still  would  be  a  possi¬ 
bility  for  some  of  these  funds  to  go  back  into  a  revolving  fund  and  be 


My  understanding  of  the  Farmers  Home  Administration’s  revolv¬ 
ing  fund,  for  instance,  is  that  you  have  no  legal  limit  on  the  number 
of  dollars  of  loans  that  they  can  make  out  of  this  revolving  fund  at  all. 
There  is  a  limit  in  there,  I  believe,  of  $100  million  that  they  can  have 
outstanding  in  loans,  at  any  one  time,  out  of  that  revolving  fund.  1 
would  stand  to  be  corrected. 

I  know,  Senator  Sparkman,  that  you  are  an  authority  on  this  par¬ 
ticular  piece  of  legislation.  ,  .  .  ,  .»  i 

But  I  do  think  it  is  something  we  should  examine.  And  it  we  do 
have  revolving  funds  that  have  not  got  some  precise  limit  to  govern 
program  activity,  we  should  think  about  this  and  impose  such  controls. 

Fourth,  we  do  not  consider  this  measure— and  1  think  this  is  the 
principal  argument  that  I  would  like  to  make0before  you  this  morn- 
ing- — we  do  not  consider  this  participation  pool  program  an  effective 
means  of  stimulating  private  investment  in  the  kinds  of  lending  that 

are  involved  in  these  participation  pools. 

This  measure  has  been  proposed  to  you  on  the  basis  that  this  is  a 
substitution  of  private  credit  for  public  credit  and  that  it  is  con¬ 
sistent  with  the  recommendations  of  the  various  committees  that  have 
studied  the  problems  of  credit,  consistent  with  their  recommendations 
that  Government  programs  should  stimulate  and  not  supplant  private 

credit.  i 

I  would  like  to  quote  for  you,  if  I  may,  a  couple  of  the  recommenda¬ 
tions  that  have  been  referred  to  by  the  proponents  of  this  legislation. 

The  report  of  the  Committee  on  Federal  Credit  Programs  to  the 
President  of  the  United  States  was  made  to  President  Kennedy,  I  be¬ 
lieve,  and  sent  out,  by  him,  to  the  various  agencies.  It  says,  on  page  7  : 

Basic  principles :  In  our  society  there  is  a  presumption  that  the  allocation  of 
credit  for  essentially  private  purposes  should  be  a  function  of  private  markets. 
Accordingly!  the  committee  believes  that  Federal  credit  programs  should  in 
the  main  and  whenever  consistent  with  essential  program  goals,  encourage  and 
su  wdenient ^ a ttier  than  displace  private  credit.  This  is  more  than  a  matter  of 
basic  economic  philosophv.  It  also  recognizes  the  fact  that  the  private  market 
will  emtinue  to  account  'for  the  great  bulk  of  all  credit  extensions.  More  can 
hp  lnincd  in  the  end,  therefore,  if  Federal  credit  programs,  by  working  through 
the  private  market  help  to  make  it  stronger  and  more  competitive  than  lf  they 
unnecessarily  preempt  the  function  that  the  private  parties  can  potentially 

perform  effectively. 
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They  go  on  in  this  paragraph.  And  I  would  like  to  skip  over  to  an¬ 
other  paragraph  here  on  page  8.  I  will  give  you  this  reference.  It 
says : 

The  ultimate  objective  should  be  to  reduce  or  eliminate  the  Government  in¬ 
volvement  if  and  as  private  imperfections  disappear. 

Now,  let  me  cite  for  you  what  this  bill  does.  This  bill  does  not  bring 
the  private  market  closer  to  the  problem  areas  of  financing  that  you 
are  trying  to  deal  with  in  your  various  programs.  It  contemplates  that 
the  Government  agency  will  make  the  loan  and  service  the  loan.  The 
notes  will  be  put  in  trust  with  Fannie  Mae.  The  mortgages  will  be 
serviced  continuously  by  the  agencies  who  originated  these  loans. 

Now,  the  FHA  and  VA  mortgages  in  these  pools  I  exempt  from  this 
particular  discussion  because  they  do  operate  differently,  but  the  FHA 
mortgage  is  the  best  example  of  the  difference.  Here  you  have  a  loan 
which  is  originated  through  a  local  mortgage  institution,  be  it  by 
member  or  a  commercial  banker  or  a  savings  and  loan  or  a  savings  bank 
Whoever  it  is,  it  is  a  local  institution. 

This  institution  originates  this  loan  and  services  this  loan.  If  it 
sells  that  loan  to  Fannie  Mae  and  the  loan  is  ultimately  put  into  the 
private  market  through  a  participation  program,  the  servicing  still 
remains  at  the  local  level. 

There  is  a  familiarity  with  this  particular  borrower  and  this  par¬ 
ticular  borrower’s  type  of  problem.  This  is  not  inherent  in  what  you 
are  proposing  under  this  participation  pool  program. 

Take  Farmers  Home  Administration  as  an  example.  Farmers  Home 
Administration  makes  the  loan.  Farmers  Home  Administration  serv¬ 
ices  theloan.  They  sell  the  note  to  Fannie  Mae.  Fannie  Mae  sells  a 
piece  of  paper  that  represents  a  participation  to  the  extent  of  maybe 
1  brick  in  100  different  houses  to  an  investor  somewhere. 

Now,  that  investor  never  becomes  familiar  with  the  kind  of  lending 
that  is  involved,  and  there  is  no  local  lending  company. 

The  Chairman.  May  I  interrupt  just  a  moment? 

Mr.  Northrtjp.  Yes,  sir. 

The  Chairman.  I  realize  you  did  not  have  notice  enough  to  comply 
with  our  regulation  to  have  a  statement  for  every  member  of  the  com¬ 
mittee.  You  have  no  prepared  statement? 

Mr.  Northrup.  No,  sir.  I  do  not. 

The  Chairman.  Tell  me  this :  Are  you  for  or  against  this  bill  ? 

Mr.  Northup.  We  are  very  much  opposed  to  this  bill,  Senator. 

The  Chairman.  Can  you  tell  us  in  simple  words  why  vou  are  od- 
posedtoit?  J  J  ^ 

Mr.  Northrup.  Yes  sir;  I  am  trying  to  do  that. 

The  Chairman.  I  know,  but  I  just  want  you  to  please  try  to  sum¬ 
marize  your  objections  1,  2,  3,  that  it  does  this,  it  does  the  other,  that 
you  are  against  it. 

Mr.  Northup.  No.  1,  it  is  more  costly  than  direct  Treasury  financ¬ 
ing. 

No.  2,  it  circumvents  the  legal  prohibition  against  Treasury  borrow¬ 
ing  in  excess  of  4 %  percent  interest. 

No.  3,  there  is  a  loss  or  reduction  at  least  of  congressional  control 
over  programs. 
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No.  4,  it  does  not  effectively  stimulate  private  investment.  It  sub¬ 
stitutes  for  it.  .  , 

I  would  only  like  to  add  one  additional  point  here,  sir,  and  that  is 
that  we  agree  with  the  comments  made  by  the  previous  speaker  that 
this  will  have  an  adverse  effect  on  home  mortgage  interest  rates. 

We  believe  that  the  injection  of  this  additional  $4.7  billion  into 
the  market  at  this  time  will  aggravate  the  current  shortage  of  funds 
and  tend  not  only,  because  it  permits  borrowing  at  higher  than  414 
percent,  raise  the  entire  level  of  interest  rates  in  the  market,  but 
create  an  additional  shortage  of  funds  which  will  aggravate  the  resi¬ 
dential  and  commercial  mortgage  business. 

Thank  you,  sir. 

The  Chairman.  Thank  you. 

Are  there  any  questions?  .  . , 

Senator  Sparkman.  May  I  ask  this  question :  Do  you  think  it  would 
aggravate  the  market  more  than  the  Government  issuing  a  similar 

amount  of  bonds? 

Mr.  Northup.  No,  sir.  I  don’t. 

Senator  Sparkman.  Which  it  would  have  to  do  to  take  care  ot  the 
same  amount  of  indebtedness  or  to  take  care  of  any  deficit. 

Mr.  Northup.  Senator  Sparkman,  I  am  only  asked  to  comment  on 
this  particular  bill.  But  to  answer  that  question  I  have  to  say  that 
our  philosophy  is  that  we  ought  to  have  a  little  less  butter  and  reduce 
the  domestic  spending  that  is  not  absolutely  essential  to  avoid  this 
problem. 

The  Chairman.  If  Senator  Sparkman  will  permit-— 

Senator  Douglas.  What  items  would  you  cut  down?  War  in  Viet- 

Mr.  Northup.  I  refer  to  nonessential  domestic  spending  Senator 
Douo-las.  Obviously  we  are  in  favor  of  support  of  Vietnam. 

The  Chairman.  We  might  hear  from  the  Senators  from  Wisconsin 
and  Minnesota.  Those  are  butter  States.  , 

I  just  want  to  say  this:  If  we  issue  the  bonds,  the  banks  cannot  buy 
them.  They  cannot  even  make  loans  to  their  best  customers  right 
now  ’  Who  would  buy  them?  The  agency  that  can  issue  a  dollar 
against  every  bond  that  they  buy.  And  what  happens  when  a  Federal 
Reserve  bank  buys?  It  sets  up  $6  of  new  credit  for  every  dollar 
it  buys.  So  think  of  the  inflationary  effect  if  we  have  to  force 
all  of  this  deficit  financing  into  the  Federal  Reserve  System.  How  do 
they  pay  for  it?  They  issue  the  money.  We  have  authorized  them 

to  do  it.  .  ,  .  .  , 

Senator  Douglas.  The  chairman  is  quite  correct  m  saying  that 

if  the  banks  create  the  monetary  purchasing  power  which  the  bonds 

support,  it  is  an  expansion  sixfold. 

The  Chairman.  For  the  Federal  Reserve  bank,  not  the  commercial 

banks.  .  . 

Senator  Douglas.  Well,  they  increase  the  reserves. 

Senator  Bennett.  We  are  running  downhill  so  fast  that  everybody 

is  out  of  breath.  [Laughter.]  i  .  .  .  ,  ,  ,,  . 

But  I  would  like  to  add  my  thanks.  I  think  it  is  important  that 
somebody  should  come  and  present  the  other  point  of  view  on  this 
very  important  bill,  particularly  since  the  charge  has  been  made  that 
on  the  other  side  of  the  Capitol  no  opportunity  was  given  for  any  op¬ 
position  witness. 
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I  appreciate  the  fact  that  you  had  to  come  here  under  the  worst  pos¬ 
sible  circumstances,  with  no  time  to  think  the  thing  through. 

I  realize,  Mr.  Chairman,  that  he  was  talking  as  fast  as  he  was  be¬ 
cause  you  were  anxious  to  have  him  finish  and  get  through. 

As  far  as  I  am  concerned,  I  would  like  to  thank  him  for  the  ex¬ 
cellent  job  he  did. 

Mr.  Nortiiup.  Thank  you.  I  would  like  to  say  that  I  talked  so 
fast  because  I  was  wanting  to  get  through  this. 

The  Chairman.  Yes;  we  appreciate  that.  Thank  you  very  much. 
(The  Mortgage  Bankers  Association  of  America  later  supplied  the 
following  material :) 

Mortgage  Bankers  Association  of  America, 

Washington,  D.C.,  February  24, 1966. 

Senator  A.  Willis  Robertson, 

Chairman,  Senate  Banking  and  Currency  Committee, 

New  Senate  Office  Building,  Washington,  D.C. 

Dear  Senator  Robertson  :  On  behalf  of  the  Mortgage  Bankers  Association  of 
America  may  I  express  appreciation  for  this  opportunity  to  express  the  views 
of  the  association  on  S.  2499.  The  bill  relates  only  to  the  authority  of  the 
Small  Business  Administration  to  pool  loans  and  sell  participations  therein, 
either  directly  or  through  a  trust  agreement  with  the  Federal  National  Mortgage 
Association.  However,  as  you  are  aware,  the  proposal  is  symbolic  of  a  trend  in 
Federal  fiscal  management,  and  it  therefore,  must  be  considered  in  a  broader 
light. 

From  statements  made  by  the  Director  of  the  Bureau  of  the  Budget  in  his 
testimony  before  Senator  Proxmire’s  subcommittee,  and  from  information  in 
the  President’s  economic  message,  we  judge  that  it  will  be  an  administration 
policy  to  liquidate  an  increasing  variety  of  debt  instruments  through  this  device. 
Just  how  broad  this  effort  will  be  is  not  yet  clear,  but  Senator  Tower’s  letter  of 
October  14,  1965,  to  Mr.  Matthew  Hale  (p.  113  of  the  hearings  on  S.  2499)  con¬ 
tains  an  impressive  list  of  the  types  of  collateral  held  in  various  Government 
agencies  and  which  it  would  be  possible  to  include  in  this  type  of  financing. 

The  major  justification  usually  advanced  for  financing  through  the  participa¬ 
tion  pool  is  that  it  makes  the  budget  for  the  year  in  which  the  sales  occur  look 
better.  However,  this  appearance  is  deceptive,  and  while  it  may  be  understood 
by  the  Congress,  it  almost  certainly  deceives  the  taxpayer. 

We  find  four  principal  objections  to  the  kind  of  financing  proposed  in  S.  2499: 

( 1 )  It  is  more  costly  than  direct  Treasury  financing. 

(2)  It  circumvents  the  legal  prohibition  against  Treasury  long-term  bor¬ 
rowing  at  more  than  4%  percent  interest. 

(3)  There  is  a  loss,  or  at  least  a  reduction,  of  congressional  control  over 
program  activity. 

(4)  We  do  not  consider  it  an  effective  means  of  substituting  private  in¬ 
vestment  for  Government  investment. 

As  to  cost 

During  fiscal  year  1966  it  is  proposed  to  sell  $3.3  billion  of  participations, 
most  of  which  have  in  fact  already  been  sold.  During  fiscal  1967  it  is  proposed 
to  sell  $4.7  billion. 

Government  Accounting  Office  figures  shown  on  page  49  of  the  hearing  report 
on  S.  2499  indicates  the  excess  costs  associated  with  this  type  of  financing. 
Converting  these  figures  to  percentages  and  applying  those  percentages  to  the 
$8  billion  of  participations  proposed  to  be  sold  in  fiscal  1966  and  1967,  we  esti¬ 
mate  a  total  additional  cost  to  the  Government  of  over  $381  million  (computa¬ 
tion  on  attached  sheet ) . 

The  proceeds  of  sales  in  any  given  year  are  handled  as  an  offset  against 
spending,  however,  the  costs  are  cumulative.  Conceivably,  a  point  will  be 
reached  where  sales  in  any  one  year  will  net  nothing  after  deducting  the  costs. 

As  to  the  4 Vi  percent  interest  rate  ceiling 

The  rates  currently  being  paid  on  participation  certificates,  many  of  which  are 
in  reality  long-term  obligations,  are  considerably  in  excess  of  the  4 14 -percent 
maximum  which  the  Treasury  can  pay  for  long-term  obligations.  While  there 
may  be  valid  questions  raised  about  the  advisability  of  limiting  the  Treasury  by 
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law  to  this  rate,  or  any  other  rate,  the  fact  remains  that  this  legal  requirement 
does  presently  prevail.  The  effect  of  taking  these  obligations  out  of  the  Treasury 
and  transferring  them  to  FNMA  and  the  participation  pool  is  to  circumvent  this 
legal  maximum.  In  addition,  these  obligations  in  participations  are  not  consid¬ 
ered  as  a  part  of  the  national  debt,  therefore,  they  are  not  subject  to  the  debt 
ceiling  established  by  Congress.  In  fact,  they  reduce  the  debt  as  Treasury  obli¬ 
gations  are  retired,  making  it  more  difficult  than  ever  to  make  objective  judgments 
of  the  Federal  financial  position. 

As  to  loss  of  congressional  control 

Perhaps  more  serious  from  the  congressional  viewpoint  is  the  fact  that  use  of 
participation  pools  in  conjunction  with  the  concept  of  revolving  funds  makes  it 
practically  impossible  for  the  Congress  to  exercise  any  control  over  the  lending 
activities  of  the  agency.  In  some  existing  programs,  the  proceeds  of  the  sales  of 
participations  replenish  revolving  funds  from  which  the  agency  makes  loans. 
Presumably,  this  will  be  true  in  the  future  extensions  of  this  concept. 

In  the  case  of  SBA  there  is  a  definite  dollar  limit  on  the  loans  which  can  be 
made.  In  other  instances,  activity  is  limited  only  by  a  maximum  dollar  amount 
per  year,  or  a  maximum  dollar  amount  outstanding  and  unsold  at  any  one  time 
(see  sec.  517,  National  Housing  Act,  governing  activity  of  the  Farmers  Home 
Administration).  The  ability  of  an  agency  to  make  loans  under  this  latter  type 
control  is  limited  only  by  its  ability  to  sell  loans  quickly. 

Some  agencies  are  limited  in  their  activity  by  expiration  dates  on  their  pro¬ 
grams,  but  these  are  generally  renewable  by  legislative  committees  rather  than 
appropriations  committees.  Hence,  the  difficulty  arises  of  coordinating  the 
agency’s  program  lending  activity  with  financial  policy  as  enunciated  by  the 
Congress. 

Additionally,  we  are  advised  that  there  is  no  statutory  limit  on  the  amount 
which  the  FNMA  can  borrow  from  the  Treasury  to  make  up  the  difference  between 
rates  received  on  securities  in  the  pool  and  rates  paid  on  participation  certificates. 
While  there  is  such  a  proliferation  of  different  laws  involved  here  that  we  find 
ourselves  less  than  certain  about  this  point,  we  understand  that  FNMA  can  borrow 
funds  without  limit  from  the  Treasury  to  make  up  deficiencies  in  the  receipts  from 
payments  on  obligations  in  the  pool  which  occur  because  of  the  fact  that  lower 
interest  rates  prevail  on  the  loans  than  on  the  certificates  sold  in  the  private 
market.  This  cost  can  reach  significant  proportions.  For  example,  if  this  inter¬ 
est  rate  spread  were  as  little  as  one-half  of  1  percent,  it  would  amount  to  $40 
million  per  year  on  $8  billion  of  participation  certificates.  Although  this  has 
not  been  a  problem  on  participation  certificates  sold  to  date,  it  probably  will  be 
in  the  future.  Authority  exists,  for  example,  for  the  Department  of  Housing 
and  Urban  Development  and  the  Farmers  Home  Administration  to  make  loans 
at  rates  as  low  as  3  to  4  percent,  while  at  the  present  time  investors  are  seeking 
yields  as  high  as  4.65  percent  on  long-term  Treasurys. 

These  are  not  additional  costs  for  these  programs,  for  Congress  has  authorized 
the  subsidy  involved  in  these  “below  market”  programs.  However,  the  extent  to 
which  such  programs  are  utilized,  and  the  total  amount  of  subsidy  the  Treasury 
will  be  called  upon  to  provide,  will  be  largely  beyond  congressional  control  under 
the  circumstances  outlined  above. 

As  to  recommendations  of  the  Committee  on  Federal  Credit  Programs 

This  program  does  not,  in  our  opinion,  comply  with  the  basic  principle  of  the 
report  of  the  Committee  on  Federal  Credit  Programs  cited  on  page  11  of  the 
hearings  on  S.  2499.  Contrast,  for  example,  operations  of  the  Federal  Housing 
Administration  with  those  of  the  Farmers  Home  Administration.  Under  the 
Federal  Housing’s  mortgage  insurance  programs,  loan  applications  are  processed 
by  privately  owned  lending  institutions  which  make  loans  with  the  funds  of 
private  investors.  Through  this  insurance  function,  private  investment  is  truly 
encouraged.  Even  when  loans  are  sold  to  FNMA  and  that  agency  pools  the 
resulting  loans,  selling  participations  therein,  servicing  of  the  loans  remains  in 
private  hands.  Under  these  circumstances  private  lenders  gain  increasing  famil¬ 
iarity  with  borrowers  and  as  opportunities  for  profitable  investment  arise  private 
funds  move  directly  into  these  markets. 

Under  the  Farmers  Home  Administration  program  a  Government  agency 
handles  all  origination  and  servicing  functions  precluding  any  contact  between 
a  'borrower  and  a  private  lender.  No  opportunity  exists  for  increasing  the 
private  lender’s  knowledge  of  the  market.  The  sale  of  loan  participation  in 
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pools  of  these  loans  does  not  give  investors  any  firsthand  familiarity  with  this 
market. 

SBA  loans,  and  loans  of  other  agencies  proposed  for  participation  pools,  would 
include  some  loans  falling  in  each  of  the  above  categories,  but  the  participation 
pool  has  no  benefit  in  stimulating  further  private  investment  in  these  markets. 

We  request  the  committee  to  take  note  of  our  real  concern  on  this  point. 
Mortgage  bankers  have  engaged  in  a  successful  30-year  effort  utilizing  FHA 
insurance  to  bring  an  ever-increasing  number  and  variety  of  investors  into  the 
housing  finance  field.  We  know  from  experience  that  private  investment  can 
truly  be  stimulated  by  such  a  program.  FHA  standards  constitute  a  benchmark 
which  not  only  governs  lending  on  an  insured  basis,  but  guides  lenders  in  the 
conventional  field  as  well. 

Conversely,  we  know  from  experience  that  direct  Government  loans,  either 
at  market  rates  or  submarket  rates,  drive  private  lenders  out  of  the  market 
for  such  loans.  This  is  particularly  true  where  submarket  interest  rates  are 
involved.  To  suggest  that  the  subsequent  sale  of  these  securities  (or  participa¬ 
tions  in  a  pool  of  them)  on  the  basis  of  an  absolute  guarantee,  ideal  liquidity, 
and  yields  above  those  paid  on  Treasury  obligations,  constitutes  a  stimulation 
of  private  investment,  is  to  demonstrate  a  complete  lack  of  understanding  of  the 
financial  markets. 


As  to  the  effect  on  mortgages 


So  far  as  the  mortgage  market  is  specifically  concerned,  we  can  only  conclude 
that  the  action  contemplated  by  S.  2499  and  current  Federal  budget  proposals 
will  add  impetus  to  the  upward  push  on  interest  costs.  So  long  as  the  current 
Treasury  obligations  are  outstanding  at  their  lower  interest  rates  the  amounts 
which  investors  can  pay  for  savings  must  of  necessity  remain  lower.  As  they 
are  refunded  through  the  participation  pools,  lower  interest  obligations  will  be 
substituted  in  loan  portfolios  by  the  higher  yielding  participation  certificates, 
and  the  ability  to  pay  more  for  savings  will  be  increased  with  the  consequent 
upward  pressure  on  the  general  level  of  interest  rates,  including  mortgages. 
At  least  at  the  present  time  we  consider  such  action  to  be  highly  undesirable. 
Current  rates  of  mortgage  interest  are  approaching  the  legal  maximum  in  many 
States.  They  are  so  far  above  the  presently  established  maximum  FHA  and  VA 
rate  as  to  make  money  for  these  programs  very  scarce.  In  addition,  so  long  as 
Government  guaranteed  obligations,  such  as  the  participation  certificates,  are 
available  at  high  yields  there  will  be  little  incentive  for  investors  to  assume 
the  problems  associated  with  mortgage  finance,  thus  it  will  be  increasingly  diffi¬ 
cult  for  the  private  mortgage  market  to  carry  on  its  normal  responsibility.  The 
ultimate  result,  obviously,  will  be  increased  reliance  on  the  Federal  Government. 

We  can  only  conclude  that  this  legislation  would  increase  costs  to  the  Govern¬ 
ment  and  have  adverse  long-term  effects  upon  private  credit  facilities. 

We  recommend  against  the  favorable  consideration  of  S.  2499. 

Sincerely, 


Samuel  E.  Neel, 
Executive  Vice  President. 


Estimate  of  Additional  Costs  to  Government  of  Funding  Through 

Participations 

Total  estimated  additional  cost  of  participation  sales  during  year  of  sale  of 
$2,185,000,  or  0.624  of  principal  amount.1 

Recurring  annual  expense  for  15-year  estimated  maturity  of  participation  cer¬ 
tificates  is  $2,185,000  (less  underwriter’s  expense  of  $1,155,000)  or  $1,030,000, 
which  equals  0.294  percent  of  principal  amount.1 

Fiscal  1966  sales  of  $3  billion  times  0.00624  equals  $20,592,000. 

Fiscal  1967  sales  of  $4  billion  times  0.00624  equals  $29,571,360. 

Recurring  annual  expense  for  both  equals  $8  billion  times  0.00294  percent  times 
14  equals  $331,173,360.  Total  for  15  years :  $381,336,720. 

We  believe  there  is  a  reasonable  expectation  that  the  difference  between 
Treasury  borrowing  costs  and  rates  on  participation  certificates  will  widen  from 
the  0.25  used  in  this  example  as  the  quality  of  loans  in  the  pool  declines — actually, 
or  in  the  investor’s  opinion. 


1  Using  figures  from  Government  Accounting  Office  report. 
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The  Chairman.  We  will  go  into  executive  session.  All  those  not 
entitled  to  the  floor  will  please  retire. 

(Whereupon,  at  11:10  a.m.,  the  committee  continued  in  executive 
session.) 

(The  following  material  was  submitted  for  inclusion  in  the  record  :) 

[Ercerpts  from  the  Presidential  Message  entitled  “Private  Financing  of  Credit’*] 

Letter  of  Transmittal 


The  White  House, 
Washington,  April  20, 1966. 

Hon.  Hubert  H.  Humphrey, 

President  of  the  Senate, 

Washington,  D.C. 

Dear  Mr.  Speaker:  I  have  the  honor  to  transmit  the  “Participation  Sales 
Act  of  1966.”  This  important  legislation  is  designed  to  forward  our  objective 
of  substituting  private  for  public  credit. 

For  many  years  the  Federal  Government  has  carried  on  lending  programs  to 
finance  essential  activities  which  would  not  otherwise  receive  adequate  financial 
support.  Under  these  programs  direct  loans  are  made  to  help  the  farmer,  the 
businessman,  the  home  buyer,  the  veteran,  the  student,  our  colleges,  and  our 
schools.  As  of  June  30,  1965,  the  volume  of  these  Federal  loans  exceeded  $33 
billion. 

Desirable  as  these  activities  are,  Federal  lending  neither  can,  nor  should, 
shoulder  the  entire  job. 

Under  our  system  of  free  enterprise  it  is  far  better  for  the  Government  to 
mobilize  private  capital  to  these  ends ;  and  it  is  far  better  for  the  Government  to 
stimulate  and  supplement  private  lending  rather  than  to  substitute  for  it. 

To  do  this,  we  sell  Federal  loans  directly,  or  in  some  cases,  sell  “participa¬ 
tions”  in  pools  of  loans,  to  private  investors.  The  Government  acts  as  both 
middleman  and  underwriter  for  the  loans,  assuring  adequate  and  economical 
financing  for  desirable  projects  while  at  the  same  time  attracting  the  maximum 
participation  of  private  investors. 

This  substitution  of  private  for  public  credit  provides  sound  financing  for 
worthwhile  projects  with  a  minimum  of  Federal  participation. 

In  encouraging  private  participation  in  Federal  credit  programs,  I  am  building 
on  the  outstanding  work  begun  and  carried  forward  by : 

President  Eisenhower’s  administration. 

The  1958  Commission  on  Money  and  Credit,  chaired  by  Frazar  B.  Wilde 
and  of  which  Secretary  of  the  Treasury  Fowler  and  many  other  distinguished 
citizens  were  members. 

President  Kennedy’s  1962  Committee  on  Federal  Credit  Programs,  under 
the  chairmanship  of  former  Secretary  of  the  Treasury  Dillon. 

The  substitution  of  private  for  public  credit  has  many  advantages : 

It  makes  more  effective  use  of  the  taxpayers’  dollar. 

It  offers  the  private  investor  an  opportunity  for  sound  investment  and  a 
fair  return. 

It  benefits  business  and  those  of  our  citizens  who  are  helped  by  the  vital 
programs  made  possible  both  by  Federal  and  private  investment. 

In  the  fiscal  year  we  expect  to  replace  a  total  of  $3.3  billion  in  public  credit 
with  private  credit.  In  fiscal  1967,  with  the  help  of  legislation  such  as  the 
proposal  I  am  submitting  today,  we  believe  that  private  credit  can  be  substituted 
for  public  credit,  advantageously  to  all  concerned,  in  the  amount  of  approxi¬ 
mately  $4.7  billion. 

As  private  credit  is  introduced  on  an  increasing  scale,  the  need  to  coordinate 
the  sales  of  Federal  loans  also  increases.  It  would  defeat  the  purpose  of  im¬ 
proving  the  operation  of  the  credit  market  if  loans  offered  under  particular 
programs  interfered  with  each  other  or  with  the  orderly  financing  of  the  public 
debt  through  the  sale  of  Treasury  securities. 

The  Participation  Sales  Act  of  1966  will  help  solve  this  problem  in  two  imr 
portant  respects : 

First,  instead  of  the  Government  making  a  number  or  relatively  small  and 
uncoordinated  offerings  of  loans  in  the  market,  the  act  provides  for  pooling 
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many  loans  together  together  and  selling  participations  in  the  pool.  The  pooling 
of  mortgages  and  loans  and  the  sale  of  poraticipations  in  the  income  and  repay¬ 
ments  from  loans  in  the  pool  is  not  new.  It  has  been  used  to  advantage  over  the 
past  several  years  by  the  Export-Import  Bank,  the  Veterans’  Administration, 
and  the  Federal  National  Mortgage  Association. 

Second,  this  legislation  would  extend  the  pool  participation  technique  to 
other  lending  programs,  including : 

Farmers  Home  Administration. 

Office  of  Education. 

College  housing. 

Public  facilities  loans. 

Small  Business  Administration. 

The  pool  technique  adopted  by  this  legislation  has  a  number  of  advantages : 

It  assures  the  Government  the  best  possible  return  on  the  sales  of  financial 
assets. 

It  provides  the  investor  with  a  widely  accepted  and  highly  desired  asset. 

It  provides  a  means  for  attracting  private  participation  in  loans  made  with 
relatively  low-interest  rates  for  special  purposes. 

It  reaches  sources  of  capital  which  would  not  be  available  for  loans  or 
mortgages  offered  individually,  thus  widening  the  reservoir  of  credit  for  vital 
projects. 

The  proposed  legislation  has  two  other  major  provisions. 

1.  Rather  than  have  each  of  the  agencies  concerned  conduct  their  own  separate 
sales  programs,  the  sale  of  participations  would  be  centralized  in  a  single  agency — 
the  Federal  National  Mortgage  Association.  This  agency  has  already  built  up 
extensive  experience  with  this  technique  in  its  mortgage  pooling  operations. 

Individual  agencies  would  continue  to  administer  their  credit  programs,  but 
the  pooling  of  credits  and  sales  of  participations  in  the  pools  would  be  handled 
by  the  Federal  National  Mortgage  Association.  This  centralization  will  greatly 
increase  the  efficiency  of  the  sales  operation  and  help  coordinate  this  program 
with  the  Treasury’s  debt  management  operations. 

2.  In  many  cases  the  Congress  has  established  Federal  credit  programs  in  which 
the  interest  rate  charged  to  the  borrower  is  below  the  market  rate.  The  differ¬ 
ence  represents  a  net  charge  to  the  taxpayer.  The  act  provides  that,  in  all  such 
cases,  the  Appropriations  Committees  of  both  Houses  must  authorize,  in  advance, 
the  amounts  of  participations  which  could  be  sold  against  these  assets.  In  this 
way,  the  safeguards  of  the  annual  appropriations  process  can  be  applied  to  this 
aspect  of  the  program. 

The  Participation  Sales  Act  of  1966  will  permit  us  to  conserve  our  budget  re¬ 
sources  by  substituting  private  for  public  credit  while  still  meeting  urgent  credit 
needs  in  the  most  efficient  and  economical  manner  possible. 

It  will  enable  us  to  make  the  credit  market  stronger,  more  competitive,  and  bet¬ 
ter  able  to  serve  the  needs  of  our  growing  economy. 

But,  above  all,  the  legislation  will  benefit  millions  of  taxpayers  and  the  many 
vital  programs  supported  by  Federal  credit.  The  act  will  help  us  move  this  Na¬ 
tion  forward  and  bring  a  better  life  to  all  the  people. 

I  am  enclosing  a  joint  memorandum  from  the  Secretary  of  the  Treasury  and  the 
Director  of  the  Bureau  of  the  Budget  which  discusses  in  detail  the  major  features 
of  this  legislation. 

I  urge  speedy  enactment  of  this  legislation. 

Sincerely, 

Lyndon  B.  .Johnson. 

*  *  ❖  *  *  *  * 

April  19,  1966. 

Memorandum  for  the  President 

This  memorandum  was  prepared  to  provide  you  with  background  concerning 
the  “Participation  Sales  Act  of  1966.”  We  recommend  that  you  transmit  the  leg¬ 
islation  to  the  Congress. 

The  proposed  legislation  is  designed  to  implement  your  recommendation  in  the 
budget  message  relating  to  the  substitution  of  private  for  public  financing  in 
various  Federal  credit  programs.  Specifically,  the  draft  bill  would  provide  for  a 
coordinated  program,  through  the  Federal  National  Mortgage  Association,  of  sales 
of  participations  in  pools  of  financial  assets  held  by  various  Federal  agencies. 
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The  basic  purpose  of  the  proposed  legislation,  as  indicated,  is  to  encourage  the 
substitution  of  private  for  public  credit  in  various  major  Federal  credit  pro¬ 
grams.  Given  the  desirability  of  drawing  in  greater  private  participation  in  the 
Federal  credit  programs,  the  sale  of  interests  in  pools  of  assets  is  the  most  satis¬ 
factory  and  economical  means  that  has  been  devised  to  meet  this  end.  The  pro¬ 
gram  of  asset  sales  also  facilitates  the  efficient  use  of  budgetary  funds. 

The  technique  now  proposed  for  sales  of  assets  have  evolved  gradually  during 
the  past  three  administrations,  stretching  back  in  time  to  the  mid-1960’s.  Both 
the  Commission  on  Money  and  Credit,  which  produced  its  distinguished  report 
in  1961,  and  President  Kennedy’s  Committee  on  Federal  Credit  Programs,  which 
was  chaired  by  Secretary  Dillon,  recommended  that  vigorous  efforts  should  be 
made  to  encourage  private  participation  in  Federal  credit  programs.  A  similar 
point  was  made  in  a  minority  report  of  the  House  Ways  and  Means  Committee 
in  1963,  which  urged  an  expansion  of  the  Federal  Government’s  asset  sales. 

A  guiding  principle  of  these  programs  is  that  Federal  credit  should  supplement 
or  stimulate  private  lending  rather  than  substitute  for  it.  This  is  a  matter  of 
basic  economic  philosophy,  as  well  as  a  recognition  of  the  fact  that  the  private 
market  should,  and  will,  continue  to  account  for  the  bulk  of  all  credit  extensions. 

Federal  credit  programs,  working  through  the  private  market,  help  to  make 
the  market,  stronger,  more  competitive,  and  better  able  to  serve  the  economy’s 
needs  over  the  long  term,  than  if  the  Federal  credit  programs  unnecessarily 
preempted  functions  that  private  lenders  could  perform  effectively.  In  addition, 
use  of  private  market  facilities  frequently  can  ease  the  problem  of  administering 
Government  programs  and  make  Government  aid,  where  appropriate,  more  avail¬ 
able  to  potential  borrowers. 

Carrying  through  these  principles  and  recommendations,  increased  emphasis 
has  been  placed  in  recent  years  on  greater  use  of  Government  guarantees  of 
private  credit  and  on  direct  sales  of  individual  Government  loans  to  private 
lenders.  More  recently,  sales  of  individual  loans  have  been  supplemented  by 
pooling  large  numbers  of  loans  and  selling  certificates  of  participation  in  such 
pools. 

But  the  use  of  this  efficient  technique,  the  Export-Import  Bank  of  Washington 
has  been  able,  since  1962,  to  sell  about  $1.7  billion  of  its  direct  loans  which  other¬ 
wise  might  not  have  been  marketable.  The  Federal  National  Mortgage  Associa¬ 
tion,  acting  as  trustee  under  authority  granted  by  the  Housing  Act  of  1964,  has 
been  able  to  sell  $1.6  billion  of  participation  certificates  (including  their  current 
offering)  in  pools  of  housing  mortgage  loans  set  aside  by  its  management  and 
liquidation  and  special  assistance  functions  and  by  the  Veterans’  Administration. 

Even  with  these  major  efforts  to  draw  on  private  credit,  the  volume  of  direct 
Federal  loans  outstanding  has  increased  in  recent  years.  It  was  $25.1  billion 
on  June  30,  1961,  and  $33.1  billion  on  June  30,  1965.  The  estimated  level  l5or 
June  30,  1966,  is  $33.3  billion  assuming  completion  of  the  sales  indicated  in  the 
latest  budget  document.  Under  the  proposed  program  of  asset  sales,  the  volume 
of  direct  Federal  loans  outstanding  would  decline  to  $31.5  billion  on  June  30, 1967. 

The  increase  in  asset  sales  largely  arises  from  broadening  the  program,  as 
proposed  in  your  1967  budget,  to  include  sales  of  participation  in  assets  of  the 
Farmers  Home  Administration,  the  Office  of  Education,  the  college  housing 
program,  the  public  facility  loan  program,  and  the  Small  Business 
Administration. 

The  centralization  of  the  participation  sales  activity  in  FNMA,  by  building 
on  an  already  successful  body  of  market  experience,  will  help  to  assure  the 
orderly  and  most  economical  sale  of  this  paper.  It  will  also  assure  the  effective 
coordination  of  these  offerings,  not  only  with  one  another  but  also  with  the 
Treasury’s  own  debt  management  operations.  The  alternative  of  having  each 
of  the  agencies  involved  conduct  its  own  sales  operation  would  greatly  complicate 
the  coordination  problem,  would  produce  a  wasteful  duplication  of  efforts,  and 
would  result  in  a  less  effective  and  more  costly  operation  for  the  Federal  Gov¬ 
ernment.  Under  the  guidance  of  FNMA,  the  asset  sales  undertaken  for  newer 
programs,  less  well  known  to  the  market,  would  gain  the  benefit  of  seasoning  and 
experience  that  has  been  built  up  already  through  the  FNMA  operations. 

Another  advantage  of  the  pool  arrangements  goes  back  to  the  fact  that  a 
number  of  sound  Federal  loans  carry  interest  rates  significantly  below  levels  at 
which  private  lenders  would  be  willing  to  invest  their  funds  in  the  present  mar- 
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ket.  These  rates,  in  many  cases,  have  been  written  into  the  legislation  setting 
up  the  programs.  While  the  relatively  low  rates  do  not  make  the  loans  any  less 
sound,  these  rates  do  mean  that  such  loans  could  be  sold  directly  to  private  in¬ 
vestors  only  at  substantial  discounts. 

The  proposed  legislation  would  make  it  possible  to  include  such  loans  in  mar¬ 
ketable  pools  by  providing,  in  effect,  means  for  the  agency  owning  the  loans  to 
make  supplementary  payments  to  the  trustee  of  the  pool  to  cover  the  interest 
insufficiency.  The  supplementary  payments  would  be  subject  to  the  effective 
approval  of  the  Appropriations  Committees  since  these  committees  would  au¬ 
thorize  the  amounts  of  any  issues  of  participations  on  which  supplementary 
payments  are  likely  to  be  required.  Section  2(b)(4)  of  the  bill  specifically 
provides  that  the  amount  of  any  such  participation  issues  be  within  aggregate 
principal  amounts  authorized  in  advance  in  appropriation  acts. 

A  further  advantage  of  the  pool  arrangements  is  in  their  ability  to  draw  into 
the  financing  of  public  credit  programs  practically  all  sectors  of  the  capital 
markets.  Many  segments  of  the  market  cannot  deal  in  individual  mortgages. 
Other  sectors  are  not  able  to  purchase  individual  business  or  college  housing 
loans.  But  almost  all  segments  of  the  market  are  potential  investors  in  pool 
certificates.  Two  consequences  flow  from  this :  first,  the  market  for  a  number 
of  particular  types  of  credit  instruments  is  substantially  broadened ;  and,  second, 
sales  of  participations  do  not  disrupt  particular  segments  of  the  capital  markets, 
as  might  be  the  case  if  the  mortgages  or  loans  were  sold  individually. 

It  has  been  pointed  out  on  some  occasions  that  the  sale  of  Federal  credit 
program  financial  assets,  whether  through  participation  certificates  or  other 
means,  is  more  expensive  than  financing  through  the  direct  issue  of  Treasury 
obligations.  This  is  true,  although  the  cost  difference  has  proved  to  be  relatively 
minor.  For  example,  FNMA  participation  certificates  have  been  sold  at  rates 
roughly  one-fourth  of  1  percent  above  Treasury  issues  of  comparable  maturity ; 
and  it  is  entirely  possible  that  the  margin  may  diminish  as  the  market  gains 
experience  with  these  high-quality  credits. 

Moreover,  carried  to  its  logical  conclusion,  this  argument  would  have  the 
Treasury  financing  directly  all  of  the  Federal  insurance  and  guarantee  pro¬ 
grams,  since  it  can  obviously  do  this  more  cheaply  than  the  private  market. 
Other  types  of  credit,  now  handled  entirely  in  the  private  market,  could  also  be 
financed  more  “cheaply”  by  the  U.S.  Treasury.  We  certainly  wish  to  retain, 
however,  the  principle  that  the  allocation  of  credit  for  essentially  private  pur¬ 
poses  should  be  a  function  of  the  private  market.  That  was  the  philosophy  of  the 
Commission  on  Money  and  Credit  and  of  the  President’s  Committee  on  Federal 
Credit  Programs.  It  is  a  sound  philosophy,  and  I  believe  we  should  continue 
our  efforts  to  strengthen  the  private  market  as  a  means  for  achieving  program 
objectives  with  a  minimum  of  Government  interference. 

For  the  reasons  stated  above,  we  recommended  that  you  transmit  the  attached 
bill  to  the  Congress  and  urge  its  speedy  passage. 

Henry  H.  Fowler, 

Secretary  of  the  Treasury. 

Charles  L.  Schultze, 
Director,  Bureau  of  the  Budget. 


Section-by-Section  Summary  of  the  Participation  Sales  Act  of  1966 
General 

The  bill  would  broaden  and  make  available  on  a  governmentwide  basis 
authority  for  the  sale  of  participations  in  pools  of  financial  assets  now  owned 
by  Federal  credit  agencies.  This  would  be  accomplished  by  revising  the  authority 
provided  in  1964  under  which  the  Federal  National  Mortgage  Association 
as  trustee  sells  certificates  of  participation  in  pools  of  assets  set  aside  by  the 
Veterans’  Administration  and  by  the  special  assistance  functions  and  the  man¬ 
agement  and  liquidating  program  of  FNMA,  and  by  making  related  changes  in 
statutes  of  other  agencies  to  permit  such  agencies  to  make  use  of  participation 
sales  methods. 

Section  1.  Short  title 

The  bill  would  be  cited  as  the  “Participation  Sales  Act  of  1966.” 
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Section  2.  Amendments  to  section  802(c)  of  the  Federal  National  Mortgage 
Association  Charter  Act 

Subsection  (a)  would  amend  existing  section  302(c)  of  the  Federal  National 
Mortgage  Association  Charter  Act  to  accommodate  the  provisions  of  new  para¬ 
graphs  (2),  (3),  and  (4).  The  first  and  second  amendments  are  technical. 
The  purpose  of  the  third  amendment  is  to  qualify  for  inclusion  in  participation 
trusts,  securities  held  by  various  Government  agencies  even  though  they  may 
not  be  within  the  technical  definition  of  obligations.  The  fourth  amendment 
would  exempt  participation  certificates  issued  pursuant  to  this  act  from  all 
regulation  by  the  Securities  and  Exchange  Commission.  The  fifth  amendment 
would  repeal  the  existing  authority  for  appropriations  to  offset  differentials 
arising  from  the  issuance  of  participations  based  on  below-market  interest  rate 
mortgages  insured  under  section  221(d)(3)  of  the  National  Housing  Act;  this 
repeal  is  appropriate  because  of  substitute  arrangements  provided  in  subsection 

(b)  of  section  2  of  the  bill. 

Subsection  (b)  would  add  new  paragraphs  (2),  (3),  and  (4),  to  section  302 

(c)  of  the  FNMA  Charter  Act.  New  paragraph  (2)  would  authorize  the 
head  of  any  executive  department,  agency,  or  instrumentality  of  the  United 
States  to  set  aside  a  part  or  all  of  any  financial  assets  held  by  him,  subject 
them  to  a  trust  or  trusts,  and  to  guarantee  to  the  trustee  the  timely  payment 
of  principal  and  interest  on  the  assets  so  set  aside.  Under  the  trust  instru¬ 
ment  FNMA  would  act  as  trustee,  and  title  to  the  obligations  so  set  aside 
would  be  deemed  to  have  passed  to  FNMA  in  trust.  The  custody,  control,  and 
administration  of  the  obligations,  however,  would  remain  in  the  trustor,  sub¬ 
ject  to  transfer  in  event  of  default  in  the  payment  of  principal  and  interest  of 
the  related  participation  certificates  issued  by  the  trustee.  The  trust  instru¬ 
ment  would  require  the  trustee  to  pay  promptly  to  the  trustor  the  full  net 
proceeds  of  any  sale  of  participations,  and  require  the  trustor  to  treat  the  pro¬ 
ceeds  as  otherwise  provided  by  the  law  for  direct  sales  or  repayments  of  such 
obligations.  To  facilitate  liquidation  of  assets  because  of  prepayments  or  de¬ 
faults  and  to  release  assets  for  direct  sale,  any  trustor  would  be  authorized, 
through  the  facilities  of  the  trustee,  to  acquire  outstanding  participation  to 
the  extent  of  his  responsibility  to  the  trustee.  Any  trustor  would  also  be  author¬ 
ized  to  pay  his  proper  share  of  the  costs  and  expenses  incurred  by  the  trustee. 

New  paragraph  (2)  would  also  specifically  exempt  any  such  trusts  from  all 
taxation.  This,  in  effect,  would  categorize  the  trust  as  a  corporation  and 
exempt  its  income  from  tax.  Since  the  trust  is  a  corporation,  the  income  re¬ 
ceived  by  the  participation  holders  would  be  taxable  dividends,  even  if  part 
of  the  income  earned  by  the  eori>oration  would  have  been  tax  exempt  if  owned 
directly  by  an  investor.  / 

New  paragraph  (3)  would  authorize  any  trustor  to  fulfill  his  guarantee 
of  the  timely  payment  of  obligations  subjected  to  a  trust  by  using  any  appro¬ 
priated  funds  or  other  amounts  available  to  him  for  the  general  purposes  of 
programs  to  which  the  obligations  subjected  to  the  trust  are  related. 

New  paragraph  (4)  would  expressly  authorize  FNMA,  as  trustee,  to  issue  and 
sell  participations  even  if  the  aggregate  receipts  from  obligations  subject  to  the 
related  trust  are  insufficient  to  permit  the  payment  by  the  trustee  of  all  interest 
or  principal  on  the  participations.  However,  the  trustee  cannot  issue  participa¬ 
tions  unless  it  determines  there  is  a  reasonable  probability  that  the  aggregate 
receipts  from  the  obligations  will  not  be  insufficient,  or  unless  the  amounts  of 
participations  issued  are  within  aggregate  principal  amounts  authorized  in  ad¬ 
vance  in  appropriation  acts.  Authority  is  given  to  include  provisions  authoriz¬ 
ing  the  issuance  of  such  participations  in  an  appropriation  act. 

When  the  amounts  of  participations  to  be  issued  are  authorized  in  an  appro¬ 
priation  act  or  acts,  indefinite  appropriations  would  be  established  on  the  books 
of  the  Treasury  in  the  amounts  necessary  to  enable  the  trustor  to  effect  timely 
payment  to  the  trustee  of  any  insufficiencies  on  account  of  outstanding  participa¬ 
tion.  The  trustor  would  be  required  to  make  timely  payments  to  the  trustees  from 
such  appropriations.  Thus,  purchasers  of  participations  would  be  assured  of 
timely  payments  of  principal  and  interest  without  further  action  by  the  Congress. 

Section  3.  Reductions  in  new  ohligational  authority 

Subsection  (a)  amends  section  305(c)  of  the  FNMA  Charter  Act  by  reducing 
by  $450  million  the  aggregate  potential  authority  of  FNMA  to  purchase  mortgages 
under  its  special  assistance  functions. 
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Subsection  (b)  would  amend  section  401(d)  of  the  Housing  Act  of  1950  by 
reducing  by  $300  million  the  borrowing  authority  of  the  college  housing  loan  pro¬ 
gram.  Both  reductions  are  made  possible  by  increased  sales  of  participation 
certificates  in  existing  loans. 

Section  4.  Office  of  Education  revolving  loan  fund  provisions 

Subsection  (a)  of  this  section  would  amend  section  303(c)  of  the  Higher 
Education  Facilities  Act  of  1963  to  provide  that  appropriations  for  making  aca¬ 
demic  facility  loans  would  now  be  payable  into  the  fund  to  be  established  by  sub¬ 
section  (b)  of  this  section. 

Subsection  (b)  would  add  a  new  section  305  to  the  Higher  Education  Facilities 
Act  of  1963  establishing  a  separate  revolving  fund  for  higher  education  academic 
facilities  loans,  available  without  fiscal  year  limitations.  The  total  of  new  loans 
made  from  the  fund  in  any  fiscal  year  would  be  subject  to  limitations  specified  in 
appropriation  acts.  All  appropriations  available  for  academic  facilities  loans 
and  all  receipts  from  operations  and  from  participation  sales  would  be  deposited 
in  the  fund.  All  loans,  expenses,  and  payments  would  be  paid  from  the  fund,  in¬ 
cluding  expenses  and  payments  to  the  Federal  National  Mortgage  Association  in 
connection  with  the  sale  of  participations.  The  Commissioner  would  be  required 
to  pay  from  the  fund  into  the  Treasury  interest  on  the  net  amount  of  appropria¬ 
tions  used  by  the  fund. 

Section  5.  Farmers  Home  Administration  direct  loan  account  provisions 

Section  5  would  amend  section  338(c)  of  the  Consolidated  Farmers  Home  Ad¬ 
ministration  Act  of  1961  to  transfer  to  the  direct  loan  account  watershed  protec¬ 
tion  and  flood  prevention  loans,  rural  renewal  loans,  and  resource  conservation 
and  development  loans  not  now  financed  through  revolving  funds.  The  intent 
is  to  include  among  the  loans  eligible  for  pooling  under  section  2  all  loans  made 
by  the  Farmers  Home  Administration  (including  not  only  those  in  the  direct  loan 
account,  but  also  those  in  the  emergency  credit  revolving  fund,  rural  housing  di¬ 
rect  loan  account,  agricultural  credit  insurancec  fund,  and  the  rural  housing  in¬ 
surance  fund). 

Section  6.  Preservation  of  existing  Veterans'  Administration  authority 

Section  6  would  made  it  clear  that  nothing  contained  in  this  bill  should  be  con¬ 
strued  to  repeal  or  modify  the  existing  authority  of  the  Administrator  of  Veterans’ 
Affairs  to  enter  into  trust  arrangements  eomparabe  to  those  contemplated  by  this 
bill.  The  intent  of  this  section  would  be  to  authorize  the  Administrator  of  Vet¬ 
erans’  Affairs  to  enter  into  trust  arrangements  either  under  the  provisions  of  this 
bill,  or  under  the  provisions  of  section  1820(e)  of  title  38,  United  States  Code. 


Bureau  of  the  Budget, 
Washington,  D.C.,  April  29, 1966. 

Hon.  A.  Willis  Robertson, 

Chairman,  Committee  on  Banking  arul  Currency, 

TJ.S.  Senate,  Washington,  D.C. 

Dear  Mr.  Chairman  :  You  have  inquired  whether  there  is  any  intention  on  the 
part  of  the  Administration  to  seek  the  congressional  authorization  which  would 
be  required  to  include  any  rural  electrification  or  telephone  loans  in  participation 
pools  established  under  the  provisions  of  the  Participation  Sales  Act  of  1966. 

As  you  know,  the  President  has  proposed  legislation  to  establish  Federal 
banks  for  rural  electrification  and  telephone  systems  in  order  to  provide  sup¬ 
plementary  financing  for  the  Rural  Electrification  Administration  program. 
We  believe  that  favorable  congressional  action  on  this  proposed  legislation  will 
assure  a  fully  adequate  supply  of  credit  to  meet  the  needs  of  rural  electric  and 
telephone  cooperatives. 

I  can  assure  you  that  in  no  event  under  the  legislation  now  before  your  com¬ 
mittee  will  any  participations  be  sold  in  any  REA  loans. 

Sincerely  yours, 


Charles  L.  Schultze, 
Director,  Bureau  of  the  Budget. 
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Export-Import  Bank  of  Washington  sales  of  bank  paper,  fiscal  year  1961 

through  fiscal  year  1965 

[In  millions] 


Fiscal  year 
1961 

Fiscal  year 
1962 

Fiscal  year 
1963 

Fiscal  year 
1964 

Fiscal  year 
1965 

Without  recourse: 

14. 1 

38.8 

80.8 

63.3 

87.5 

Assignment  of  undisbursed  obliga- 

(2) 

(*) 

31.9 

34.8 

40.8 

With  recourse: 

Participation  certificates  (portfolio 

0 

300.0 

250.0 

372.5 

450.0 

36.4 

Sales  of  specific  maturities - 

0 

0 

5.0 

0 

14.1 

338.8 

367.7 

470.6 

614.7 

1  Assumed  by  participants  prior  to  disbursement  by  Eximbank. 

2  Not  available. 

Source:  Office  of  the  Controller,  Apr.  29, 1966. 


April  29, 1966. 


Hon.  A.  Willis  Robertson, 

V.S.  Senate, 

Washington,  D.G. 

Dear  Senator  Robertson  :  The  attached  statement  and  proposed  amendment 
to  the  Participation  Sales  Act  to  make  its  provisions  inapplicable  to  the  loan 
urogram  operations  under  the  Rural  Electrification  Act  of  1936,  as  amended,  is 
furnished  at  the  request  of  Mr.  Earl  Shiflet,  executive  manager,  Virgima  Associa¬ 


tion  of  Electric  Co-ops. 
Sincerely, 


Ira  Shesser, 

Legislative  Research  Coordinator. 


Exclusion  From  the  Participation  Sales  Act  of  1966  of  Obligations 
Issued  Pursuant  to  the  Rural  Electrification  Act  of  1936  as  Now 
or  Hereafter  Amended 

The  rural  electrification  program  was  established  by  Executive  order  in  1935 
to  provide  financial  assistance  in  bringing  central  station  electric  service  to  the 
unserved  rural  areas  of  the  United  States. 

From  its  inception,  the  rural  electrification  program  was  set  up  to  serv^— and 
does  serve— a  social  as  well  as  an  economic  purpose  by  raising  the  working  and 
living  standards  of  the  people  of  rural  America.  In  1936,  Congress  enacted  the 
Rural  Electrification  Act  giving  statutory  authority  to  this  program.  The  present 
2-percent  interest  rate  charged  for  REA  loans  was  written  into  the  law  in  1944. 
The  rural  electric  cooperative  systems  established  by  farmers  and  other  rural 
residents  of  the  United  States  have  utilized  the  financing  made  available  under 
the  Rural  Electrification  Act,  to  provide  modern,  efficient  electric  supply  systems 

in  their  rural  areas.  „  ,  .  ,  , .  ,  .  „ 

This  job  has  been  carried  on  amidst  great  difficulties  and  continues  to  be  a 
challenge  to  the  dedicated  men  and  women  of  the  rural  electrification  program. 
Today  these  systems  serve  the  less  densely  populated  areas  of  the  country  and 
require  a  high  plant  investment  on  which  there  is  a  very  low  monetary  return. 

The  Federal  Government  holds  approximately  $3.5  billion  of  obligations  from 
rural  electrification  borrowers,  and  about  $700  million  of  obligations  of  rural 
telephone  borrowers.  These  obligations  all  carry  a  2-percent  interest  rate.  To 
include  these  low-interest-earning  holdings  in  the  proposed  Participation  Sales 
Act  would  require  an  extremely  large  annual  appropriation  by  the  Congress 
to  make  up  the  interest  deficiency  which  would  arise  from  the  sale  of  participa¬ 
tions  at  the  current  market  interest  rates,  which  are  now  at  a  level  of  between 
5%  and  5y2  percent.  Interest  rates  have  been  at  a  high  level  for  a  number  of 
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years,  and  in  all  likelihood  may  continue  to  remain  so  for  a  substantial  period 
of  time. 

In  addition,  there  has  been  proposed  legislation  submitted  by  the  administra¬ 
tion  to  amend  the  Rural  Electrification  Act  to  establish  Federal  Banks  for  rural 
electric  and  telephone  systems  to  provide  supplementary  sources  of  capital  for 
REA  borrowers.  This  legislation  is  patterned  after  operations  of  the  existing 
farm  credit  system  and  follows  proposals  which  have  been  endorsed  by  the  rural 
electric  cooperatives.  Under  the  proposal  submitted  by  the  administration,  the 
proposed  banks  would  have  authority  to  issue  up  to  $10%  billion  of  debentures. 
Similar  legislation  introduced  in  the  House  by  Representative  Poage,  of  Texas, 
H.R.  14000,  would  authorize  Federal  electric  and  telephone  banks  to  issue  up  to 
$12%  billion  of  debentures  for  program  purposes.  The  obligations  proposed  to  be 
issued  under  this  legislation  will  not  be  direct  obligations  of  the  Government, 
would  not  be  expressly  guaranteed  by  the  Government,  and  would  not  be  counted 
as  part  of  the  public  debt  or  included  in  the  Federal  administrative  budget. 
Further,  it  is  the  intention  that  the  banks  to  be  established  under  this  proposed 
legislation  would  eventually  become  institutions  wholly  owned  and  operated  by 
their  borrowers.  Any  possible  construction  of  language  of  the  Participation 
Sales  Act  which  would  suggest  that  obligations  of  these  banks  be  subject  to  its 
provisions  could  jeopardize  the  operations  of  these  banks. 

I  am  proposing  to  amend  the  Participation  Sales  Act  by  adding  a  new  section, 
specifically  excluding  from  the  provisions  of  this  bill  any  obligations  issued  to 
the  United  States  pursuant  to  the  provisions  of  the  Rural  Electrification  Act 
of  1936,  as  amended.  The  text  of  this  amendment  follows : 

“Sec.  9.  This  Act  shall  not  apply  to  any  obligations  issued  to  the  Rural  Elec¬ 
trification  Administration,  its  Administrator,  or  to  any  other  officer,  agency 
or  instrumentality  of  the  United  States,  pursuant  to  the  Rural  Electrification  Act 
as  now  or  hereafter  amended.” 


United  States  Savings  &  Loan  League, 

_  .  _  April  29,  1966. 

Hon.  A.  Willis  Robertson, 

Chairman,  Senate  Banking  and  Currency  Committee, 

New  Senate  Office  Building,  Washington,  D.C. 

Dear  Mr.  Chairman  :  We  have  noted  that  the  Senate  Banking  and  Currency 
Committee  yesterday  approved  the  administration’s  proposal  with  respect  to 
the  sale  of  participations  in  certain  Government-held  loans.  It  is  our  under¬ 
standing  that  such  participations  will  be  sold  to  institutional  investors  and 
other  large  savers.  We  believe  that  some  minimum  size,  such  as  $25,000  or 
$50,000,  should  be  established. 

We  are  anxious  that  these  participations  not  compete  in  any  way  for  the 
ordinary  savings  which  now  go  into  savings  and  loan  associations  and  other 
financial  institutions.  As  you  know,  savings  competition  is  at  an  alltime  high 
and  many  savings  institutions  are  suffering  their  worst  losses  in  savings.  Cer- 
tanly,  we  would  not  want  the  new  program  to  add  further  to  the  turmoil. 
t  We  would  hope  that  either  the  Committee  report  or  your  statement  on  the 
Senate  floor  would  emphasize  that  only  large  blocks  of  participations  will  be 
sold  and  that  there  will  be  no  competition  with  the  typical  passbook  type 
savings. 

Sincerely, 

Stephen  Slipher, 
Legislative  Director. 
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TO  PROMOTE  PRIVATE  FINANCING  OF  CREDIT 
NEEDS— TO  AMEND  THE  SMALL  BUSINESS  ACT 


WEDNESDAY,  MAY  4,  1966 

House  of  Representatives, 

Committee  on  Rules, 

IF ashington,  D.C. 

The  committee  met,  pursuant  to  notice,  at  10 :45  a.m.,  in  room 
.  H-313,  the  Capitol,  the  Honorable  Howard  W.  Smith  (chairman) 
f)  presiding. 

Present:  Representatives  Smith  of  Virginia  (presiding),  Madden, 
Delaney,  Trimble,  O’Neill,  Young,  Pepper,  Smith  of  California, 
Anderson,  Martin  of  Nebraska,  Quillen,  and  Latta. 

Also  present:  Laurie  C.  Battle,  counsel;  Mary  Spencer  Forrest, 
assistant  counsel ;  and  Robert  D.  Hynes,  Jr.,  minority  counsel. 

The  Chairman.  The  committee  will  be  in  order. 

We  will  take  up  H.R.  14544,  which  is  the  sales  participation  bill — 
and  Mr.  Patman  has  expressed  a  desire  to  discuss  it— and  at  the  same 
time  the  related  bill,  which  is  S.  2499,  but  which  covers  a  smaller  area  of 
just  the  Small  Business  Administration. 

Mr.  Pepper.  Mr.  Chairman,  I  know  we  all  take  pleasure  to  note 
the  return  of  our  distinguished  colleague,  Mr.  Delaney. 

The  Chairman.  We  missed  him  very  much,  and  we  are  glad  to 
see  that  he  is  looking  so  much  better. 

Mr.  Pepper.  Yes,  both. 

And  I  wish  to  say  congratulations  to  Mr.  Madden. 

Mr.  Young.  Congratulations  to  Mr.  Madden  and  Mr.  Pepper,  re¬ 
nominated  yesterday. 

k  Mr.  Martin.  It  was  a  hard  race,  was  it  not,  Ray  ? 

P  Mr.  Madden.  I  am  all  out  of  breath. 

The  Chairman.  Mr.  Patman,  you  may  now  proceed,  since  the  pre¬ 
liminaries  are  being  over  with. 
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PRIVATE  FINANCING  OF  CREDIT  NEEDS 


(H.R.  14544  and  S.  2499  f  ollow :) 


89th  Congress 
2d  Session 


[Union  Calendar  No.  629] 

H.R.  14544 

[Report  No.  1448] 


IN  THE  HOUSE  OF  REPRESENTATIVES 


April  20,  1966 


Mr.  Patman  introduced  the  following  bill ;  which  was  referred  to  the  Committee 

on  Banking  and  Currency 

April  25,  1966 


Reported  with  amendments,  committed  to  the  Committee  of  the  Whole  House 
on  the  State  of  the  Union,  and  ordered  to  be  printed 
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A  BILL 

To  promote  private  financing  of  credit  needs  and  to  provide  for  an  efficient  and 
orderly  method  of  liquidating  financial  assets  held  by  Federal  credit  agencies, 
and  for  other  purposes. 

Be  it  enacted  by  the  Senate  and  House  of  Representatives  of  the  United  States  of 
America  in  Congress  assembled,  That  this  Act  mav  be  cited  as  the  “Participation 
Sales  Act  of  1966”. 

Sec.  2.  (a)  Section  302(c)  of  the  Federal  National  Mortgage  Association 
Charter  Act  is  amended — 

(1)  by  inserting  “(1)”  immediately  following  “(c)”; 

(2)  by  inserting  after  “undertakings  and  activities”  a  comma  and  “herein¬ 
after  in  this  subsection  called  ‘trusts’,”; 

(3)  by  striking  out  the  words  “offered  to  it  by  the  Housing  and  Home 
Finance  Agency  or  its  Administrator,  or  by  such  Agency’s  constituent  units 
or  agencies  or  the  heads  thereof,  or  any  first  mortgages  in  which  the  United 
States  or  any  agency”  in  the  first  sentence  thereof  and  by  inserting  “any  other 
types  of  securities,  including  any  instrument  commonly  known  as  a  security, 
hereinafter  in  this  subsection  called  ‘obligations,’  in  which  the  United  States 
or  any  executive  department,  agency,”; 

(4)  by  striking  out  the  third  sentence  thereof  and  substituting  therefor  the  g 
following:  “Participations  or  other  instruments  issued  by  the  Association* 
pursuant  to  this  subsection  shall  to  the  same  extent  as  securities  which  are  - 
direct  obligations  of  or  obligations  guaranteed  as  to  principal  or  interest  by 
the  United  States  be  deemed  to  be  exempt  securities  within  the  meaning  of 
the  laws  administered  by  the  Securities  and  Exchange  Commission.”;  and 

(5)  by  striking  out  the  fourth  sentence  thereof. 

(b)  Section  302(c)  of  such  Act  is  further  amended  by  adding  the  following: 

“(2)  -Notwithstanding  any  other  provision  e#  lawy  Subject  to  the  limitations 
provided  in  paragraph  (4)  of  this  subsection,  the  head  of  any  executive  department, 
agency,  or  instrumentality  of  the  United  States,  hereinafter  in  this  subsection 
called  the  “trustor”,  is  authorized  to  set  aside  a  part  or  all  of  any  obligations  held 
by  him  and  subject  them  to  a  trust  or  trusts  and,  incident  thereto,  may  shall 
guarantee  to  the  trustee  timely  payment  thereof.  The  trust  instrument  may 
provide  for  the  issuance  and  sale  of  beneficial  interests  or  participations,  by  the 
trustee,  in  such  obligations  or  in  the  right  to  receive  interest  and  principal  collec¬ 
tions  therefrom;  and  may  provide  for  the  substitution  or  withdrawal  of  such 
obligations,  or  for  the  substitution  of  cash  for  obligations.  The  trust  or  trusts 
shall  be  exempt  from  all  taxation.  The  trust  instrument  may  also  contain  other 
aPPr0Priate  provisions  in  keeping  with  the  purposes  of  this  subsection.  Not 
■withotanding  any  other  provioion  of  lawy  the  The  Association  may  be  named  and 
may  act  as  trustee  of  any  such  trusts  and,  for  the  purposes  thereof,  the  title  to 
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such  obligations  shall  be  deemed  to  have  passed  to  the  Association  in  trust-} 
Provided-,  That  the  .  The  trust  instrument  shall  provide  that  custody,  control, 
and  administration  of  the  obligations  shall  remain  in  the  trustor  subjecting  the 
obligations  to  the  trust,  subject  to  transfer  to  the  trustee  in  event  of  default  or 
probable  default,  as  determined  by  the  trustee,  in  the  payment  of  principal  and 
interest  of  the  beneficial  interests  or  participations.  Collections  from  obligations 
subject  to  the  trust  shall  be  dealt  with  as  provided  in  the  instrument  creating  the 
trust.  The  trust  instrument  shall  provide  that  the  trustee  will  promptly  pay  to 
the  trustor  the  full  net  proceeds  of  any  sale  of  beneficial  interests  or  participations 
to  the  extent  they  are  based  upon  such  obligations  or  collections.  Such  proceeds 
shall  be  dealt  with  as  otherwise  provided  by  law  for  sales  or  repayment  of  such 
obligations.  The  effect  of  both  past  and  future  sales  of  any  issue  of  beneficial 
interests  or  participations  shall  be  the  same,  to  the  extent  of  the  principal  of  such 
issue,  as  the  direct  sale  of  the  obligations  subject  to  the  trust.  Any  trustor 
creating  a  trust  or  trusts  hereunder  is  authorized  to  purchase,  through  the  facilities 
of  the  trustee,  outstanding  beneficial  interests  or  participations  to  the  extent  of 
the  amount  of  his  responsibility  to  the  trustee  on  beneficial  interests  or  partici¬ 
pations  outstanding,  and  to  pay  his  proper  share  of  the  costs  and  expenses  incurred 
by  the  Federal  National  Mortgage  Association  as  trustee  pursuant  to  the  trust 
instrument,  and  for  these  purposes  may  use  any  appropriated  funds  or  other 
amounts  available  to  him  for  the  general  purposes  or  programs  to  which  the 
obligations  subjected  to  the  trust  are  related. 

“(3)  if  When  any  trustor  shall  guarantee  guarantees  to  the  trustee  the  timely 
payment  of  obligations  he  subjects  to  a  trust  pursuant  to  this  subsection,  and  it 
becomes  necessary  for  such  trustor  to  meet  his  responsibilities  under  such  guaranty, 
he  is  authorized  to  fulfill  such  guaranty  by  using  any  appropriated  funds  or  other 
amounts  available  to  him  for  the  general  purposes  or  programs  to  which  the 
obligations  subjected  to  the  trust  are  related. 

-■44}  The  Association,  as  trustee,  Is  authorized  te  issue  and^sell 

receipts  from  obligations  onbjeet  te  the  related  tenet  are  er  may 
ficient  in  amount  te  provide  fer  the  payment  by  the  trustee  -(en  a 
eat  ef  earrent  receipts  er  otherwise)  ef  all  interest  er  principal  en  each 


-(after  provision  fer  aH  costs  and  expenses  incurred  by  the 
among  trustors)-}  Provided -  That  ne  sueh  beneficial 
shall  be  issacd  in  relation  te  any  obligations  unless  the 
there  is  a  reasonable  probability  there  will  net  be  an  in-saffi- 
er  anless  the  amounts  issued  are  within  aggregate  principal 
in  appropriation  -Acts?  and  it  shall  be  in  order  te 
w  saeh  issuance  in  an  appropriation  Act:  Whenever 
amount  is  se  authorized?  there  shall  be  established  en 
the  books  ef  the  Treasury  as  indefinite  appropriations  ouch  sumo  as  may  -be 
necessary  from  time  te  time  te  curable  the  trustor  te  pay  the  trustee  saeh  insuffi¬ 
ciency  as  the  trustee  may  require  en  account  ef  outstanding  beneficial  interests 
er  par-ticipatiensT  and  each  trustor  shall  make  timely  payments  te  the  trustee 
from  ouch  appropriations?  subject-  te  and  in  aeeerd  with  the  trust  instrument-:— 

“(4)  Beneficial  interests  or  'participations  shall  not  be  issued  for  the  account  of 
any  trustor  in  an  aggregate  principal  amount  greater  than  is  authorized  with  respect 
to  such  trustor  in  an  appropriation  Act.  Any  such  authorization  shall  remain 
available  until  used. 

“( 5 )  The  Association,  as  trustee,  is  authorized  to  issue  and  sell  beneficial  interests 
or  participations  under  this  subsection,  notwithstanding  that  there  may  be  an  in¬ 
sufficiency  in  aggregate  receipts  from  obligations  subject  to  the  related  trust  to  provide 
for  the  payment  by  the  trustee  {on  a  timely  basis  out  of  current  receipts  or  otherwise ) 
of  all  interest  or  principal  on  such  interests  or  participations  {after  provision  for  all 
costs  and  expenses  incurred  by  the  trustee,  fairly  prorated  among  trustors).  Whenever 
the  issuance  of  an  aggregate  principal  amount  is  authorized  pursuant  to  paragraph  (4) 
of  this  subsection,  such  an  authorization  in  an  appropriation  act  shall  establish  on  the 
books  of  the  Treasury  as  appropriations  such  sums  as  may  be  necessary  from  time 
to  time  to  enable  the  trustor  to  pay  the  trustee  such  insufficiency  as  the  trustee  may 
require  on  account  of  outstanding  beneficial  interests  or  participations.  Such  trustor 
shall  make  timely  payments  to  the  trustee  from  such  appropriations,  subject  to  and  in 
accord  with  the  trust  instrument.” 

Sec.  3.  (a)  Section  305(c)  of  the  Federal  National  Mortgage  Association 
Charter  Act  is  amended  by  deleting  “by  $450,000,000  on  July  1,  I960,”. 
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(b)  Section  401(b)  of  the  Housing  Act  of  1950  is  amended  by  deleting  “1968:” 
immediately  preceding  the  first  proviso  and  by  substituting  therefor  “1965,  and 
1967  and  1968:”. 

Sec.  4.  (a)  Section  303(c)  of  title  III  of  the  Higher  Education  Facilities  Act 
of  1963  is  amended  by  striking  out  the  first  nine  words  in  the  second  sentence  and 
substituting  therefor  the  following:  “For  the  purpose  of  making  payments  into 
the  fund  established  under  section  305”. 

(b)  Title  III  of  the  Higher  Education  Facilities  Act  of  1963  is  further  amended 
by  adding  after  section  304  the  following  new  section: 

“revolving  loan  fund 


“Sec.  305.  (a)  There  is  hereby  created  within  the  Treasury  a  separate  fund 
for  higher  education  academic  facilities  loans  (hereafter  in  this  section  called 
“the  fund”)  which  shall  be  available  to  the  Commissioner  without  fiscal  year 
limitation  as  a  revolving  fund  for  the  purposes  of  this  title.  The  total  of  any 
loans  made  from  the  fund  in  any  fiscal  year  shall  not  exceed  limitations  specified 
in  appropriation  Acts. 

“(b)  (1)  The  Commissioner  is  authorized  to  transfer  to  the  fund  available 
appropriations  provided  under  section  303(c)  to  provide  capital  for  the  fund. 
All  amounts  received  by  the  Commissioner  as  interest  payments  or  repayments 
of  principal  on  loans,  and  any  other  moneys,  property,  or  assets  derived  by  him  from 
his  operations  in  connection  with  this  title,  including  any  moneys  derived  directly 
or  indirectly  from  the  sale  of  assets,  or  beneficial  interests  or  participations  in 
assets,  of  the  fund,  shall  be  deposited  in  the  fund. 

“(2)  All  loans,  expenses,  and  payments  pursuant  to  operations  of  the  Com¬ 
missioner  under  this  title  shall  be  paid  from  the  fund,  including  (but  not  limited 
to)  expenses  and  payments  of  the  Commissioner  in  connection  with  sale,  under 
section  302(c)  of  the  Federal  National  Mortgage  Association  Charter  Act,  of 
participations  in  obligations  acquired  under  this  title.  From  time  to  time,  and 
at  least  at  the  close  of  each  fiscal  year,  the  Commissioner  shall  pay  from  the  fund 
into  the  Treasury  as  miscellaneous  receipts  interest  on  the  cumulative  amount  of 
appropriations  paid  out  for  loans  under  this  title  or  available  as  capital  to  the  fund, 
less  the  average  undisbursed  cash  balance  in  the  fund  during  the  year.  The  rate 
of  such  interest  shall  be  determined  by  the  Secretary  of  the  Treasury,  taking 
into  consideration  the  average  market  yield  during  the  month  preceding  each 
fiscal  year  on  outstanding  Treasury  obligations  of  maturity  comparable  to  the 
average  maturity  of  loans  made  from  the  fund.  Interest  payments  may  be 
deferred  with  the  approval  of  the  Secretary  of  the  Treasury,  but  any  interest 
payments  so  deferred  shall  themselves  bear  interest.  If  at  any  time  the  Com¬ 
missioner  determines  that  moneys  in  the  fund  exceed  the  present  and  any  reason¬ 
ably  prospective  future  requirements  of  the  fund,  such  excess  may  be  transferred 
to  the  general  fund  of  the  Treasury. 

Sec.  5.  Section  338(c)  of  the  Consolidated  Farmers  Home  Administration  Act 
of  1961  is  amended  by  striking  in  the  second  sentence  “and  (8)”  and  inserting 
in  lieu  thereof  “(8)  section  8  of  the  Watershed  Protection  and  Flood  Prevention 
Act,  as  amended  (16  U.S.C.  1006a);  (9)  section  32(e)  of  the  Bank  head- Jones  Farm 
Tenant  Act,  as  amended  (7  U.S.C.  1011);  and  (10)”;  and  by  inserting  in  the  fifth 
sentence  after  “title,”  the  following:  “section  8  of  the  Watershed  Protection  and 
Flood  Prevention  Act,  as  amended,  and  section  32(e)  of  the  Bankhead- Jones 
Farm  Tenant  Act,  as  amended,”. 

Sec.  6.  Nothing  in  this  Act  shall  be  construed  to  repeal  or  modify  the  provisions 
of  section  1820(e)  of  title  38,  United  States  Code,  respecting  the  authority  of  the 
Administrator  of  Veterans’  Affairs. 

SEC..  7.  Paragraph  (7)  of  section  8  of  the  Federal  Credit  Union  Act  ( 12  U.S.C. 
1757 )  is  amended  to  read: 

“(7)  to  invest  its  funds  (A)  in  loans  exclusively  to  members;  (B)  in  obligations 
of  the  United  Stales  of  America,  or  securities  fully  guaranteed  as  to  principal 
and  interest  thereby;  (C)  in  accordance  with  rules  and  regulations  prescribed 
by  the  Director,  in  loans  to  other  credit  unions  in  the  total  amount  not  exceeding 
25  per  centum  of  its  paid-in  and  unimpaired  capital  and  surplus;  ( D )  in  shares 
or  accounts  of  savings  and  loan  associations,  the  accounts  of  which  are  insured  by 
the  F ederal  Savings  and  Loan  Insurance  Corporation;  (E)  in  obligations  issued  by 
banks  for  cooperatives,  Federal  land  banks,  Federal  intermediate  credit  banks, 
F ederal  home  loan  banks,  the  Federal  Home  Loan  Bank  Board,  or  any  corporation 
designated  in  section  101  of  the  Government  Corporation  Control  Act  as  a  wholly 
owned  Government  corporation;  or  in  obligations,  participations,  or  other  instru- 
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merits  of  or  issued  by,  or  fully  guaranteed  as  to  principal  and  interest  by,  the 
Federal  National  Mortgage  Association;  or  ( F )  in  participation  certificates 
evidencing  beneficial  interests  in  obligations,  or  in  the  right  to  receive  interest 
and  principal  collections  therefrom,  which  obligations  have  been  subjected  by  one 
or  more  Government  agencies  to  a  trust  or  trusts  for  which  any  executive  depart¬ 
ment,  agency,  or  instrumentality  of  the  United  Slates  (or  the  head  thereof)  has 
been  named  to  act  as  trustee;” 

Sec.  8.  The  Secretary  of  the  Treasury,  in  consultation  with  heads  of  agencies  of 
the  United  States  carrying  on  direct  loan  programs,  shall  conduct  a  study,  in  such 
manner  as  he  shall  determine,  on  the  feasibility,  advantages,  and  disadvantages  of 
direct  loan  programs  compared  to  guaranteed  or  insured  loan  programs  and  shall 
report  his  findings  together  with  specific  legislative  proposals  to  the  Congress  not  later 
than  six  months  after  the  effective  date  of  this  Act.  There  are  axdhorized  to  be  appro¬ 
priated  such  sums  as  necessary  for  the  purpose  of  this  section. 
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89th  Congress 
2d.Sessionjj 


Union  Calendar  No.  628 

S.  2499 


[Report  No.  1447] 


IN  THE  HOUSE  OF  REPRESENTATIVES 
March  16,  1966 

Referred  to  the  Committee  on  Banking  and  Currency 
April  25,  1966 

Reported  with  an  amendment,  committed  to  the  Committee  of  the  Whole  House 
on  the  State  of  the  Union,  and  ordered  to  be  printed 

[Omit  the  part  struck  through  and  insert  the  part  printed  in  italic] 


AN  ACT 

To  amend  the  Small  Business  Act  to  authorize  issuance  and  sale  of  participation 
interests  based  on  certain  pools  of  loans  held  by  the  Small  Business  Adminis¬ 
tration,  and  for  other  purposes 

|  Be  it  enacted  by  the  Senate  and  House  of  Representatives  of  the  United  States  of 
America  in  Congress  assembled,  That  section  5(b)  of  the  Small  Business  Act  is 
amended  by  deleting  the  word  “and”  at  the  end  of  paragraph  (8),  by  deleting  the 
period  at  the  end  of  paragraph  (9)  and  inserting  in  lieu  thereof  a  semicolon,  and 
by  adding  at  the  end  thereof  two  new  paragraphs  as  follows: 

“(10)  notwithstanding  a»y  other  provision  of  lawr  issue,  offer,  sell,  guar¬ 
antee,  and  purchase  participation  certificates  evidencing  a  beneficial  interest 
in  principal  and  interest  collections  to  be  received  by  the  Administration  on 
obligations  comprising  loan  pools  established  by  it.  Proceeds  from  the  sale 
of,  afid  collection  receipts  allocable  to,  the  participations  shall  be  deposited 
in,  and  payments  required  on  account  of  the  certificates  evidencing  such 
participations  shall  be  made  from,  the  revolving  fund  established  by  section 
4(c),  or,  if  two  or  more  such  funds  shall  be  so  established,  the  deposits  in,  and 
payments  from,  such  funds  shall  be  on  the  same  proportional  basis  as  the 
obiigations,  comprising  the  pool  against  which  the  participations  were 
issued,  are  allocable  to  such  funds.  Substitution  or  withdrawal  of  obligations 
in  such  pools  may  be  made,  but  the  amount,  interest  rates,  and  maturities  of 
such  obligations  shall  at  all  times  be  sufficient  to  assure  all  payments  under 
the  participations.  Participations  issued  and  guaranteed  by  the  Adminis¬ 
tration  shall  be  lawful  investments,  and  may  be  accepted  as  security  for  all 
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fiduciary,  trust,  and  public  funds,  the  investment  or  depost  of  which  shall  be 
under  the  authority  and  control  of  the  United  States  or  any  officer  or  officers 
thereof.  Such  participations  shall  also  to  the  same  extent  as  securities 
issued  or  guaranteed  by  the  United  States  or  its  instrumentalities  be  deemed 
to  be  exempt  securities  within  the  meaning  of  the  laws  administered  by  the 
Securities  and  Exchange  Commission,  and  the  limitations  and  restrictions 
contained  in  paragraph  Seventh  of  section  5136  of  the  Revised  Statutes,  as 
amended  (12  U.S.C.  24),  with  respect  to  the  power  of  any  national  banking 
association  to  deal  in,  underwrite,  and  purchase  for  its  own  account  certain 
securities,  shall  not  apply  to  such  participations;  and 

“(11)  notwithstanding  any  othea  provision  e#  lawy  set  aside  a  part  or  all 
of  the  obligations  held  by  him  and  subject  them  to  a  trust  and,  incident 
thereto,  guarantee  payment  thereof.  The  trust  instrument  may  provide  for 
the  issuance  and  sale  of  beneficial  interests  or  participations,  by  the  trustee, 
in  such  obligations  or  in  the  right  to  receive  interest  and  principal  collections 
therefrom;  and  may  provide  for  the  substitution  or  withdrawal  of  such 
obligations,  or  for  the  substitution  of  cash  for  obligations,  but  the  amount, 
interest  rates,  and  maturities  of  such  obligations  shall  at  all  times  be  sufficient 
to  assure  all  payments  under  the  participations.  The  trust  instrument 
may  also  contain  other  appropriate  provisions  in  keeping  with  the  purposes 

■-»  » t  r  /-  ■  1  U  <  ■  t*  n.~ii  /  ir\  f  1  fin;  t  r\  'I'll  r>  a 
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of  this  paragraph. 
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Federal  National  Mortgage  Association  may  be  named  and  may  act  as  trustee®* 
of  any  such  trusts  and,  for  the  purposes  thereof,  the  title  to  such  obligations^ 
shall  be  deemed  to  have  passed  in  trust-;  -Ppevtdeeh  That  the .  The  trust  in¬ 
strument  shall  provide  that  custody,  control,  and  administration  of  the 
obligations  shall  remain  in  the  Administrator  subject  to  defeasance  in  the 
event  of  default  or  probable  default,  as  determined  by  the  trustee,  in  the 
payment  of  the  beneficial  interests  or  participations.  Notwithstanding  the 
provisions  of  section  4(c)  hereof  relating  to  the  payment  of  collections  into 
any  revolving  fund  established  by  such  section,  collections  from  obligations 
subject  to  the  trust  shall  be  dealt  with  as  provided  by  the  instrument  creating 
the  trust.  The  trust  instrument  shall  provide  that  the  trustee  will  promptly 
pay  to  the  Administrator  the  entire  proceeds  of  any  sale  of  beneficial  interests 
or  participations  to  the  extent  they  are  based  upon  such  obligations  or  col¬ 
lections.  The  Administrator  shall  deposit  such  proceeds  in  the  revolving 
fund,  cr,  if  two  or  more  such  funds  shall  be  established,  the  Administrator 
shall  deposit  such  proceeds  in  such  funds  on  the  same  proportional  basis  as 
the  obligations,  which  are  subject  to  the  trust,  are  allocable  to  such  funds. 
The  Administrator  is  authorized  to  purchase  outstanding  beneficial  interests 
or  participations  to  the  extent  of  the  outstanding  amount  of  his  commitment 
to  the  trustee.  In  the  event  that  collections  from  obligations  subject  to  the 
trust  are  insufficient  to  enable  the  Administrator  to  meet  any  of  his  respon¬ 
sibilities  with  respect  to  such  beneficial  interests  or  participations  the  Ad¬ 
ministrator  may  utilize,  for  the  purpose  of  meeting  such  responsibilities, 
sums  available  in  the  revolving  fund,  or,  if  two  or  more  such  funds  shall  be 
established,  the  Administrator  may  utilize  amounts  available  in  such  funds^Nl 
on  the  same  proportional  basis  as  the  obligations,  which  are  subject  to  the»j 
trust,  are  allocable  to  such  funds.  There  are  hereby  authorized  to  be  appro¬ 
priated  to  such  revolving  fund  or  funds  any  amounts  not  otherwise  available 
therein  as  may  be  required  to  enable  the  Administrator  to  meet  any  of  his 
responsibilities  with  respect  to  beneficial  interests  or  participations  based  on 
obligations  set  aside  by  the  Administrator  pursuant  to  this  subsection.” 

Sec.  2.  Section  5  of  the  Small  Business  Act  is  amended  by  adding  at  the  end 
thereof  a  new  subsection  as  follows : 

“(e)  Certificates  issued  in  connection  with  the  sale  of  beneficial  interests  or 
participations  under  paragraph  (10)  or  (11)  of  subsection  (b)  shall  bear  appro¬ 
priate  language  clearly  indicating  that  such  certificates,  together  with  the  interest 
thereon,  are  not  guaranteed  by  the  United  States  and  do  not  constitute  a  debt  or 
obligation  of  the  United  States  or  of  any  agency  or  instrumentality  thereof  other 
than  the  Administration  or  the  Federal  National  Mortgage  Association,  as  the 
case  may  be.” 

Sec.  3.  The  first  sentence  of  section  302(c)  of  the  National  Housing  Act  is 
amended  by  striking  out  “offered  to  it  by  the  Housing  and  Home  Finance  Agency 
or  its  Administrator,  or  by  such  Agency’s  constituent  units  or  agencies  or  the 
heads  thereof,  or  any  first  mortgages”. 
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4r  Section  S  ef  tfee  federal  Credit  Union  Aet  4+3  U-.S.C.  is  ■ 
fey  adding  after  -fevfeefev  owned  Government  eerporation;”  tfee  following: 

■fF4  *»  participation  certificate.!]  evidencing  a  beneficial  interest  in  principal  and 
interest  collection-)  to  fee  received  fey  Government  agencies  on  obligations  com¬ 
prising  loan  pools  wfeen  tfee  agency  waning;  offering  or  selling  tfee  eertificatcs  feas 
set  aside  a  part  or  all  o£  tfee  obligations  feeld  fey  ft  and  subjected  them  to  a  trust 
for  which  the  Federal  National  Mortgage  Association  or  seme  other  Government 
agency  feas  been  named  to  aet  as  trustee-pfe 

Sec.  4-  Section  8  of  the  Federal  Credit  Union  Act  ( 12  U.S.C.  1757 )  is  amended  ( 1 ) 
by  striking  out  “or”  immediately  before  “(E)”,  and  (2)  by  adding  after  “ wholly  owned 
Government  corporation;”  the  following:  “or  in  obligations,  participtations,  or  other 
instruments  of  or  issued  by,  or  fully  guaranteed  as  to  principal  and  interest  by,  the 
Federal  National  Mortgage  Association;  or  (F)  in  participation  certificates  evidencing 
beneficial  interests  in  obligations,  or  in  the  right  to  receive  interest  and  principal  collec¬ 
tions  therefrom,  which  obligations  have  been  subjected  by  one  or  more  Government 
agencies  to  a  trust  or  trusts  for  which  any  executive  department,  agency,  or  instru¬ 
mentality  of  the  United  States  (or  the  head  thereof )  has  been  named  to  act  as  trustee;”. 

Passed  the  Senate  March  15,  1966. 

Attest:  Emery  L.  Frazier, 

Secretary. 


STATEMENT  OF  HON.  WRIGHT  PATMAN,  A  MEMBER  OF  CONGRESS 
FROM  THE  FIRST  DISTRICT  OF  TEXAS 


Mr.  Patman.  Thank  you,  sir. 

Of  the  two  bills  mentioned,  Judge,  one  is  what  you  might  call  a  com¬ 
paratively  small  bill.  It  would  allow  SBA  to  make  certain  sales  be¬ 
tween  now  and  June  30.  That  is  the  second  bill.  But  we  would  like 
to  have  it :  it  is  related  to  the  first  one,  and  we  hope  by  considering  the 
first  one,  there  will  be  consideration  of  the  second  one,  too,  sir. 

Mr.  Chairman,  H.R.  14544,  the  Participation  Sales  Act  of  1966,  is  a 
sensible  and  worthwhile  legislative  proposal.  This  bill  is  needed  if 
many  necessary  programs  are  to  continue. 

The  military  and  political  realities  of  the  day  are  justifiably  asking 
and  making  substantial  demands  on  our  public  revenues.  No  one  will 
deny  that  our  national  security  comes  first. 

As  a  result,  however,  congressional  policies  of  longstanding  and 
proven  worth  will  very  definitely  be  frustrated  if  adequate  financing 
is  unavailable. 

This  bill  will  serve  this  need  and  at  the  same  time,  this  fact  should 
not  be  minimized,  it  would  increase  the  participation  of  private  lend¬ 
ers  and  Government  sponsored  credit  programs  by  making  these  sound 
loans  attractive  as  sound  investments. 

As  the  bill  itself,  and  the  committee  report  clearly  shows,  H.R.  14544 
is  very  definitely  not  another  type  of  Government  financing  program 
on  top  of  existing  programs.  It  is  anything  but  that. 

At  this  very  moment,  the  Federal  Government  has  outstanding  over 
$33  billion  in  direct  loans.  This  huge  sum  is  composed  of  farm  loans, 
educational  loans,  housing  loans,  public-facility  loans,  small-business 
loans,  and  others. 

Pretty  soon,  unless  this  measure  is  enacted,  Federal  agencies  will  be 
holding  as  much  securities  as  the  Federal  Reserve  System,  which  now 
exceeds  $40  billion. 

Sound  and  prudent  public  administration  demands  that  such  un¬ 
necessarily  large  holdings  be  liquidated. 

The  Government,  in  carrying  out  congressional  policies,  must  be  in 
a  position  to  turn  over  its  loan  inventory.  By  so  doing,  the  financial 
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needs  of  many,  many  worthy  borrowers  are  met  and  private  investors 
will  be  encouraged  to  serve  these  needs  directly  themselves. 

The  mechanics  are  very  simple.  The  Government  agencies  holding 

these  loans  will  merely  transfer  legal  title  to - 

The  Chairman.  Mr.  Patman,  will  you  pardon  an  interruption  ? 

Mr.  Patman.  Yes,  sir. 

The  Chairman.  You  just  said  that  the  mechanics  of  this  are  very 
simple. 

Mr.  Patman.  Yes,  sir. 

The  Chairman.  And,  as  a  matter  of  fact,  I  did  not  find  it  that  way 

according  to  the  bill.  . 

Now,  I  spent  a  couple  of  hours  last  night  on  this  bill  and  I  spent 
some  time  on  it  before  because  I  wanted  to  understand  just  what  it  did 
and  how  it  did  it.  To  say  that  it  is  simple  just  does  not  cover  the 
whole  situation. 

Mr.  Patman.  Well,  you  have  not  heard  what  I  said  about  it  yet, 
J udge.  I  made  the  statement — now  I  want  to  back  it  up. 

The  Chairman.  All  right. 

Mr.  Patman.  All  right. 

The  Chairman.  I  am  glad  you  are  because  that  troubles  me. 

Mr.  Patman.  The  Government  agencies  holding  these  loans  will 
transfer  legal  title  to  the  Federal  National  Mortgage  Association, 
FNMA,  as  it  is  properly  known - 

The  Chairman.  That  is  all  of  them  ? 

Mr.  Patman.  That  is  trustees ;  yes,  sir. 

The  Chairman.  All  of  the  loans  that  are  outstanding - 

Mr.  Patman.  Transferred. 

The  Chairman.  With  any  agency ;  is  that  right? 

Mr.  Patman.  Yes,  sir. 

The  Chairman.  Yes. 

Mr.  Yoijng.  All  $33  billion  of  them? 

Mr.  Patman.  Any  number  that  is  eligible  under  this. 

Mr.  Young.  Well,  but  it  is  only — if  the  gentleman  will  yield - 

Mr.  Patman.  Yes.  Under  the - 

Mr.  Young.  Only  the  ones  you  are  actually  discounting  are  trans¬ 
ferred,  not  all  the  total  indebtedness  ? 

Mr.  Patman.  That  is  correct.  You  are  entirely  correct. 

The  Chairman.  I  did  not  get  that,  Mr.  Young. 

Only  what  will  be  transferred  ? 

Mr.  Young.  Just  the  ones  they  are  going  to  rediscount,  or  what¬ 
ever  it  is  they  are  handling. 

The  Chairman.  They  will  do  that  from  time  to  time,  is  that  right? 

Mr.  Patman.  Those  in  the  budget.  It  will  run  to  about  $7  or  $8 
billion  for  the  2  fiscal  years. 

Mr.  Martin.  The  way  the  bill  is  written,  there  is  no  limit  as  to  what 
can  be  transferred,  is  that  correct  ? 

Mr.  Patman.  It  would  be  available  to  all  agencies,  but  it  is  in  the 
budget,  you  know,  as  to  the  amount  that  is  contemplated. 

Because  of  FNMA’s  successful  experience  over  a  number  of  years 
in  marketing  participations  and  loan  portfolios  there  is  little  doubt 
but  that  private  funds  can  be  brought  into  these  loans  programs  in 
the  most  efficient  and  economical  way. 
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Loans  received  from  the  agencies  will  be  pooled  by  FNMA  and  sold 
to  private  investors. 

Experience  has  shown  that  individual  agencies  in  attempting  to  sell 
their  own  loans  directly  have  not  been  nearly  as  successful  as  has 
FNMA  operating  through  participating  pools. 

This  FNMA  way  is  a  tried  and  proven  procedure. 

That  is  the  essence  of  this  proposal,  Mr.  Chairman,  the  mechanical 
procedure  for  the  orderly  disposition  of  Government  holdings.  It  is 
not  a  new  financing  method  at  all. 

Furthermore,  the  procedure  provided  in  this  bill  would  be  subject 
to  strict  congressional  controls.  In  the  first  place,  the  moneys  for 

these  programs  were  appropriated  funds.  Section  2(b)  (4) - 

The  Chairman.  Mr.  Patman  ? 

Mr.  Patman.  Y es,  J udge  ? 

The  Chairman.  I  hate  to  keep  on  interrupting - 

Mr.  Patman.  That  is  all  right,  Judge,  perfectly  all  right  as  far 
as  I  am  conerned. 

The  Chairman.  But  you  said  that  it  had  worked  perfectly  with 
FNMA. 

Mr.  Patman.  Yes,  sir;  it  did. 

The  Chairman.  Now,  FNMA  has  been  doing  this  same  thing - 

Mr.  Patman.  Yes,  sir;  for  sometime. 

The  Chairman.  Bunching  them  up  and  issuing  participation - 

Mr.  Patman.  Yes,  sir. 

The  Chairman.  A  specific  goup  of  loans  ? 

Mr.  Patman.  That  is  right.  Of  course,  principally  housing. 

The  Chairman.  Yes,  of  course. 

Now,  under  what  authority  did  they  do  that  ? 

Mr.  Patman.  We  had  a  bill  in  1964  and  one  in  1965,  a  housing  bill 
each  year,  and  the  Senate  placed  on  an  amendment  allowing  participa¬ 
tion  certificates  to  be  sold  in  1964.  In  conference,  the  House  was 
persuaded  to  accept  it,  and  that  conference  report  with  participations 

in  it  was  adopted  by  both  Houses  unanimously  in  1964 - 

The  Chairman.  Yes. 

Mr.  Patman  (continuing).  Without  a  record  vote. 

Now,  in  1965,  the  same  thing  occurred. 

The  Chairman.  How  much  of  that  has  been  done  ? 

Mr.  Patman.  Well,  quite  a  bit  of  it.  I  do  not  know - 

The  Chairman.  Now,  if  that  is  true - 

Mr.  Patman.  About  $1.6  billion. 

The  Chairman.  Yes. 

Mr.  Martin.  Where  was  that  ? 

The  Chairman.  If  they  have  done  that,  why  do  they  need  this  if  they 

are  already  doing  it?  . 

Mr.  'Patman.  Well,  that  was  only  for  the  housing,  and  this  will 
embody  the  Small  Business  Administration,  the  Farmers  Home  Ad¬ 
ministration  and  other  agencies. 

The  Chairman.  Is  that  the  basic  difference  ? 

Mr.  Patman.  It  is  the  basic  difference. 

The  Chairman.  Between  the  present  practice  and  the  present  law 
and  this  law,  is  that  just  to  extend  it  to  all  of  them  ? 

Mr.  Patman.  They  legalize  it.  In  other  words,  they  legalize  a  gap 

in  there. 
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The  Chairman.  Yes. 

Mr.  Patman.  It  was  already  legalized - 

The  Chairman.  Have  you  told  me,  they  have  already  legalized  it, 
and  practice  it? 

Mr.  Patman.  The  housing. 

The  Chairman.  The  housing  thing  now  ? 

Mr.  Patman.  That  is  right ;  yes,  sir. 

The  Chairman.  Do  you  mind  if  I  ask  you  one  more  question? 

Mr.  Pepper.  Will  the  participating  certificates  show  which  secu¬ 
rities  or  which - 

Mr.  Patman.  I  do  not  think  so. 

Mr.  Pepper.  All  of  them - 

Mr.  Patman.  They  are  put  in  a  pool,  like  a  mutual  fund,  yes. 

Did  you  want  to  ask  a  question  ? 

Mr.  Pepper.  I  am  sorry,  Mr.  Chairman. 

The  Chairman.  Now,  I  forgot  just  what  it  was  ? 

The  question  I  was  going  to  ask  you  is,  Why  could  we  not  simplify 
this  thing?  What  is  troubling  me  is  that  I  just  cannot  understand 
all  the  details  of  it  from  the  language  of  the  bill,  and  I  have  not  read 
anything  except  the  bill  because  the  bill  is  the  thing  that  is  going  to 
tell  you  what  the  law  is  after  you  get  done  legislating. 

Mr.  Patman.  But,  Judge,  you  know  and  I  know  that  oftentimes  a 
bill  must  be  written  in  technical  language,  and  it  is  not  as  understand¬ 
able,  but  the  staff  has  been  very  careful  and  the  Members  are  very 
careful  to  make  sure  that  they  harmonize  and  are  consistent. 

The  Chairman.  But  you  and  I  both  remember  the  time  when  the 
bills  were  written  on  the  Hill  instead  of  at  the  White  House,  and  I 
think  that  is - 

Mr.  Patman.  And  we  know  the  other  time,  too - - 

The  Chairman  (continuing) .  The  way  to  do  it. 

Mr.  Patman.  Yes,  sir;  and  know  the  other  times  when  they  were 
written  down  at  the  White  House  and  it  is  both  administrations,  not 
just  one. 

The  Chairman.  Yes,  I  know,  that  has  been  the  practice;  it  is  not 
just  one  administration. 

Mr.  Patman.  I  know  one  time  they  brought  a  bill  up  here,  a  mimeo¬ 
graphed  bill,  introduced  it  on  the  floor  and  passed  it  in  '20  minutes. 
You  do,  too. 

The  Chairman.  I  do  not  remember  that  one.  I  remember  the  court¬ 
packing  bill,  too,  when  your  colleague  pulled  it  off  the  back  of  the 
President’s  message,  reeled  it  off  the  back  of  the  President’s  message, 
and  dropped  it  in  the  box  before  anybody  got  a  chance  at  it.  That  was 
the  court-packing  bill. 

Mr.  Patman.  That  one  I  do  not  ever  think  was  put  in  the  hopper. 

In  the  first  place,  the  moneys  for  these  programs  are  from  appro¬ 
priated  funds.  Section  2(b)  (4)  of  the  bill  specifically  provides  that 
the  amount  of  any  participation  issues  be  within  amounts  authorized 
and  advanced  in  appropriation  acts. 

There  is  certainly  nothing  back  door  about  this  bill.  It  is  a  front¬ 
door  procedure  for  putting  Government  financial  assistance  on  a  sound 
financial  basis,  always  subject  to  the  will  of  Congress,  to  committees 
passing  on  it,  the  bill  authorizing  it  and  the  appropriations  commit¬ 
tees  that  will  have  the  power  to  even  designate  terms  that  must  be  met. 
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The  Congress  has  complete  control  over  it  before  they  issue  these 
certificates. 

Now,  Mr.  Chairman,  several  of  my  colleagues,  while  agreeing  in 
principle  with  everything  I  just  said,  have  questioned  the  need  for 
such  a  bill  at  this  particular  time. 

I  will  answer  that  question  by  simply  going  back  to  a  statement  I 
made  just  a  few  moments  ago. 

The  monetary  demands  on  our  Federal  funds  are  great.  Of  that 
there  is  no  question.  No  one  can  predict  how  long  these  demands 
will  continue. 

Furthermore,  due  to  the  current  tight  money  policy  of  the  Federal 
Reserve  System,  the  Nation  is  suffering  from  a  very  pronounced  money 
shortage. 

Some  particular  segments  of  the  economy  are  suffering  quite  severely. 

Small  business  is  an  outstanding  example.  No  direct  loans  have 
been  made  since  last  October. 

For  instance,  the  Small  Business  Administration  was  deluged  with 
fc  loan  applications  last  fall  from  small  business  firms  who  were  feeling 
"the  pinch  of  the  Fed  credit  tightening,  as  a  result  of  this  increased 
demand,  in  combination  with  the  necessity  of  meeting  war  financing 
needs  first  and  foremast. 

The  SB  A  was  forced  to  go  into  the  market  last  month  and  sell  other 
obligations  it  held  in  the  hope  of  resinning  its  normal  loan  activities. 
It  sold  $110  billion  worth. 

Unfortunately,  the  market  reception  was  poor.  These  SBA  securi¬ 
ties  were  unfamiliar  to  the  market.  While  they  ultimately  placed  all 
the  paper,  the  operation  was  both  expensive  and  inefficient. 

This  would  have  been  unnecessary  had  the  procedure  contemplated 
by  this  bill  been  in  effect.  It.  would  be  a  vast  improvement  over  cur¬ 
rent  procedures  engaged  in  by  the  agencies  to  attract  funds  to  their 
worthwhile  projects. 

Your  Banking  and  Currency  Committee  has  made  a  careful  and 
lengthy  study  of  Federal  credit  programs  beginning  in  1963. 

In  1964,  there  was  published  as  a  subcommittee  print  a  carefully 
documented  study  of  Federal  credit  programs.  It  is  a  wonderful  book. 
Every  Member  of  Congress  should  have  it. 

In  March  and  April  of  this  year,  we  conducted  exhaustive  studies 
Pand  heard  numerous  witnesses  on  the  subject  of  agency  participation, 
particularly  SBA.  Not  only  were  administration  witnesses  heard,  but 
also  representatives  from  the  GAO.  Letters  were  received  from  a 
number  of  private  organizations  on  this  matter,  expressing  their  views. 

This  idea  is  certainly  nothing  new.  It  was  not  hastily  conceived. 
Furthermore,  a  Republican  administration  may  claim  credit  for  the 
idea,  which  has  been  endorsed  by  the  Commission  on  Money  and  Credit 
composed  of  many  of  the  Nation’s  top  businessmen  as  well  as  minority 
members  of  the  House  IV ays  and  Means  Committee  in  recent  years. 

This  legislation  will  allow  the  Government  to  make  more  efficient 
use  of  its  assets  and  its  status  in  the  money  market. 

H.R.  14544  would  accomplish  this  objective,  Mr.  Chairman,  and 
I  urge  this  committee  to  grant  this  bill  a  rule.  . 

I  iiope,  Mr.  Chairman,  that  you  will  give  us  a  rule  waiving  points 
of  order.  There  is  one  place  in  S.  2499  which  might  be  subject  to  a 
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point  of  order.  In  order  to  relieve  the  necessity  of  asking  for  another 
rule,  we  would  like  to  get  that  rule  waiving  points  of  order. 

Now,  may  I  suggest,  Mr.  Chairman,  that  this  is  not  new. 

We  were  criticized  for  getting  the  bill  out  so  quickly.  Well,  we 
feel  it  is  an  emergency.  Really,  it  is  an  emergency.  This  is  now  an 
old  subject.  The  procedure  has  been— it  has  been  on  the  Hill  available 
in  the  Export-Import.  Act  for  21  long  years. 

Now,  of  course,  I  was  criticized  last  fall  for  holding  up  a  bill. 
I  had  had  2  or  3  weeks  or  more  hearings  on  it.  Some  wanted  it  out 
very  quickly,  right  off,  and  we  got  it  out,  too,  because  we  go  accord¬ 
ing  to  the  will  of  our  committee. 

So  the  chairman  cannot  hardly  win  on  this  thing. 

You  shall  and  you  shan't.  You  will  and  you  won’t.  You  be  damned 
if  you  do  and  damned  if  you  don’t. 

So  last  fall.  I  was  accused  of  holding  up  the  bill.  Now,  I  am 
accused  of  trying  to  get  one  through  too" fast. 

There  seems  to  be  no  way  a  chairman  can  win. 

In  1934,  when  we  were  in  the  depths  of  the  depression,  by  Executive 
order,  President  Franklin  D.  Roosevelt,  created  the  Export-Import 
Bank,  one  of  the  finest  organizations  we  ever  had  around  us.  We 
have  never  had  any  scandals  in  the  Export- Import  Bank.  It.  has 
been  conducted  by  good  people,  in  the  right  way,  in  the  public  interest. 

And  in  1945,  il  years - 

The  Chairman.  On  Export-Import  Bank,  if  you  do  not  mind,  while 
you  are  right  there  on  that  one  specific  instance,  how  will  that  work 
in  this  program? 

Mr.  Patman.  I  am  coming  to  that— 11  years  later,  1945,  we  amended 
the  Export-Import  Bank  by  inserting  a  participations  program  just 
exactly  like  we  have  here  in  H.R.  14544.  That  was  21  years  ago, 
and  that  hill  was  to  allow  them  to  sell  participations  and  I  have  the 
record  here,  like  this  year  they  sold  $450  million  worth  of  partici¬ 
pations.  1 

I  he  Chairman.  Did  we  guarantee  the  payment  of  them? 

Mr.  Patman.  Yes;  the  Eximbank  does. 

The  Chairman.  I  am  just  asking.  I  just  want  to  know. 

Mr.  Patman.  Beg  pardon  ? 

The  Chairman.  I  just  wanted  to  know.  I  am  tryino-  to  o^t  inf  or* 
mation.  because  I  am  truly  puzzled  about  this. 

Mr.  Patman.  If  they  are  not,  they  are  guarantees  by  Export-Import 
Bank  which  is  a  moral  obligation  of  the  IT.S.  Government. 

Now,  then,  Judge,  we  took  that  law,  that  amendment  in  1945  exact- 
ly  what,  we  want  here  for  the  Export-Import  Bank.  It,  has  been  in 
efiect-1  years.  It  has  been  very  good.  Nobody  has  complained  about 
it  And  that,  bill,  to  grant  exactly  what  we  are  asking  here  now  for 
other  agencies,  passed  the  Senate  committee  by  unanimous  vote  the 
Senate  by  voice  vote;  passed  the  House  Banking  and  Currency  Com¬ 
mittee  by  unanimous  vote,  and  passed  the  House  of  Representatives 
by  voice  vote.  ’ 

So  there  is  bipartisan  support. 

The  Chairman.  May  I  interrupt  again  ? 

Mr.  Patman.  Yes,  sir. 

The  Chairman.  Now,  what  will  become  of  that  particular  agency?’ 
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Mr.  Patman.  It  will  not  be  affected  because  they  already  have  the 
direct  power  and  they  are  not  contemplated  to  come  under  this.  It  is 
not  contemplated  they  will  come  under  this,  but  their  activities  will 
be  coordinated,  too. 

The  Chairman.  Does  the  bill  say  who  comes  under  it  and  who  does 
not? 

Mr.  Patman.  The  budget - 

The  Chairman.  My  recollection  a- as- — no. 

Mr.  Patman.  The  budget. 

The  Chairman.  I  know  I  am  a  little  old  fashioned,  but  I  like  to  go 
by  the  language  of  the  law  that  we  are  acting  under,  not  by  the  budget 
or  by  something  else. 

Mr.  Patman.  Yes,  sir.  I  assure  you  that  the  language  of  the  law  is 
in  harmony  with  the  statements  that  I  make,  Judge. 

It  is  exactly  harmonious. 

The  Chairman.  My  recollection  of  the  language  of  the  law  is  that 
all  agencies  would  come  under  it. 

Mr.  Patman.  That  is  correct ;  yes. 

The  Chairman.  It  would  cover  them  all,  so  it  would  cover  Export- 
Import  Bank. 

Mr.  Patman.  No  reason  for  it,  Judge.  You  see,  they  already  have 
the  power  and  have  had  it  for  21  years.  It  is  not  contemplated,  it  is 
not  anticipated,  that  they  will  be  under  this.  There  is  no  reason  for  it. 

The  Chairman.  I  am  talking  about  the  law.  Under  the  law,  they 
can  be  put  under  it. 

Mr.  Patman.  Well,  in  the  technical  reading  of  the  law  you  are  right. 
But  I  assure  you,  Judge,  it  will  never  be  an  issue.  It  will  never  be  a 
problem. 

Mr.  Smith  of  California.  How  does  he  know  that? 

The  Chairman.  I  would  just  like  to  see  things  written  in  the  law, 
instead  of  in  somebody’s  mind  about  what  is  going  to  happen.  I  do 
not  know  that  there  is  any  objection  to  it  being  in  or  out,  if  it  is  work¬ 
ing  all  right  now. 

Mr.  Patman.  Yes,  sir ;  it  is  working  fine. 

The  Chairman.  I  would  like  to  know  what  we  are  doing  and  that 
is  what  is  puzzling  me. 

Mr.  Patman.  I  assure  you  I  talked  to  the  Budget  about  this. 

The  Chairman.  It  is  our  duty  to  know  what  we  are  doinp-  in  this 
bill. 

Mr.  Patman.  Yes,  sir;  that,  is  right.  I  am  for  that,  sir. 

The  Chairman.  It  is  a  terrifically  important  thing. 

Mr.  Patman.  That  is  right. 

The  Chairman.  Just  to  think  of  what  you  think  is  going  to  be  very 
soon  $40  billion ;  $33  billion  now - 

Mr.  Patman.  Yes. 

The  Chairman.  That  we  are  piddling  around  with - 

Mr.  Patman.  Yes,  sir;  that,  is  correct. 

The  Chairman  (continuing).  It  is  our  duty  to  know  what  we  are 
doing. 

Mr.  Patman.  I  would  not  use  the  words  “fiddling  round,”  Judge. 

The  Chairman.  I  was  hesitating  for  a  word  and  that  sounded  like 
a  good  one  at  the  moment. 

Mr.  Patman.  Anyway,  it  is  all  right.  It  expresses  it. 

62-668—66 - 3 
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X of,  as  to  the  HEW  program,  if  this  bill  passes,  it  is  anticipated 
they  will  sell  $100  million  of  participation  agreements  in  1967,  not 
this  year,  and  the  Federal  National  Mortgage  Association,  of  course, 
they  have  their  separate  law  too,  $520  million,  and  the  college  housing- 
loans,  $820  million,  and  the  public  facility  loans,  $80  million,  that 
means  the  sanitation  loans  like  water  and  sewer  and  things  like  that, 
that  are  helping  out  more  small  towns  in  America. 

The  Chairman.  We  know  that. 

Mr.  Patman.  So,  it  is  just  helping  out  these  programs  in  an  addi¬ 
tional  way. 

Further,  there  is  the  Veterans’  Administration  that  needs  this. 

They  have  put  out  this  year  under  law  $93  million  direct  loans  in 
participation,  and  they  anticipate  $625  million  next  year.  That  is 
quite  a  sizable  sum. 

Also,  the  Small  Business  Administration  is  dependent  upon  aid 
As  I  said,  they  have  not  made  a  direct  loan  since  last  October.  They 
have  not  gotten  back  into  the  business  yet,  and  it  is  going  to  take  a^-i 
little  time.  If  this  does  not  pass,  I  do  not  know  when  they  will  ever^| 
get  back  into  the  direct  loan  business.  If  this  passes,  they  will  get 
back  in  quickly. 

Mr.  Smith  of  California.  One  of  the  reasons  SBA  has  not  made 
loans  is  that  it  ran  out  of  money,  as  you  and  I  know,  because  of  the 
Alaska  disaster,  and  others.  You  and  I  would  have  gone  to  the  floor 
and  asked  for  additional  money  any  time  Mr.  Foley  came  in  and 
asked  us. 

We  did  do  it.  The  bill  was  signed  for  money  to  increase  their  lend¬ 
ing  authority. 

Mr.  Patman.  That  is  right. 

Mr.  Smith  of  California.  I  think  the  Members  of  Congress  would 
give  SBA  any  amount  of  money  that  it  can  establish  it  needs,  and  the 
appropriations  committee  has  funded  the  entire  request  every  year. 

Air.  Patman.  That  is  limited  to  a  new  authorization  of  $125  mil¬ 
lion. 

Mr.  Smith  of  California.  But  they  ran  out  of  money,  is  that  why 
they  did  not  make  loans? 

Mr.  Patman.  Yes,  sir ;  that  is  correct. 

Mr.  Smith  of  California.  They  made  quite  a  few,  15,000. 

Mr.  Patman.  They  had  a  lot  of  things  to  do,  to  deal  with,  besides^! 
that,  Mr.  Smith. 

Mr.  Smith  of  California.  I  do  not  think  you  can  blame  SBA’s  fail¬ 
ure  to  make  loans  on  the  fact  that  this  bill  was  not  in  existence. 

Mr.  Patman.  This  bill,  if  passed,  will  help  them  make  loans  in  the 
future. 

Mr.  Smith  of  California.  May  I  ask  this?  Before  the  Easter  recess, 
as  I  understood  it,  your  committee  was  considering  the  SBA  partici¬ 
pation  loan  bill.  I  do  not  know  what  happened  to  that.  But,  as  I 
understand  from  what  I  am  told,  at  that  time  you  were  concerned 
about  that  particular  bill.  When  you  got  into  it,  you  more  or  less  came 
to  the  conclusion  that  it  was  like  a  man  who  says  that  he  has  more 
money  today  than  he  had  yesterday.  He  sold  the  furniture  in  his 
house  last  night  and  he  has  more  money  but  he  does  not  have  any  place 
to  sleep. 
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Mr.  Patman.  If  this  bill  passes,  small  business  will  be  in  good  shape. 
If  it  does  not  pass,  small  business  is  in  bad  shape.  It  is  that  simple. 

Mr.  Smith  of  California.  Has  there  been  any  change  since  Easter 
in  your  thinking  on  this  from  what  it  was  during  the  hearings  before 
Easter  ? 

Mr.  Patman.  No.  I  have  just  been — my  attitude  has  been  flexible, 
according  to  what  we  had  before  us  at  the  time,  and  sometimes  we  learn 
things  that  will  change  our  minds. 

Mr.  Smith  of  California.  I  always  was  of  the  opinion - 

Mr.  Patman.  I  have  known  Members  of  Congress,  you  know,  some¬ 
times  they  reserve  the  right  to  be  consistently  inconsistent.  We  all 
get  ourselves  on  that  side  of  being  inconsistent,  and  we  just  cannot 
help  it  because  in  the  light  of  new  information,  the  problem  at  the 
time,  and  changing  conditions,  we  do  what  is  necessary  for  the  public 
interest,  sometimes  we  do  what  would  appear  to  be  contrary  to  what 
we  have  done  in  the  past. 

|  Mr.  Smith  of  California.  I  do  not  in  any  way  have  any  idea  of 
trying  to  be  personal,  Mr.  Patman,  but  I  have  gotten  the  impression 
over  the  years  that  you  have  always  been  against  high  interest  rates 
and  businessmen  making  a  lot  of  money. 

Mr.  Patman.  I  am  against  high  interest  rates. 

Mr.  Smith  of  California.  Is  this  not  a  reversal  of  that  belief? 

Mr.  Patman.  I  will  get  to  that  a  little  later.  I  assure  you  I  have  a 
good  answer  for  you. 

Mr.  Smith  of  California.  All  right. 

The  Chairman.  I  bet  you  have. 

Mr.  Smith  of  California.  I  will  be  looking  forward  to  it. 

Mr.  Patman.  Now,  in  addition  to  the  Export-Import  Bank,  which 
shows  that  this  thing  has  been  around  for  21  years,  that  it  is  not  new 
at  all,  you  know,  during  the  preceding  administration  of  President 
Eisenhower,  he  sent  four  messages  to  Congress,  asking  for  participa¬ 
tion  sales  authority. 

Later,  in  1964  and  1965,  both  Houses  adopted  this  procedure  for 
several  programs  in  a  conference  report. 

Mr.  Smith  of  California.  I  am  sorry  to  interrupt,  Mr.  Chairman, 
but  my  understanding  of  former  President  Eisenhower’s  proposal  was 
kthat  there  should  be  an  outright  sale ;  it  ivas  not  a  proposal  of  a  sale  of 
certificates.  That  is  what  my  record  shows  in  the  office ;  he  was  going 
to  sell  assets  outright,  and  not  merely  sell  certificates. 

Mr.  Patman.  We  are  going  to  sell  participations  outright,  which 
is  the  same  thing.  The  principle  is  exactly  the  same  thing. 

Noaat,  then,  Judge,  on  the  second  bill  Ave  would  like  to  have  a  rule 
on  that.  That  just  relates  to  the  Small  Business  Administration,  and, 
Mr.  Smith,  I  wish  you  aaouIc!  listen  to  this. 

Mr.  Smith  of  California.  Yes,  sir. 

Mr.  Patman.  My  objection  to  SBA  direct  sales  approach  aatis  that 
I  considered  it  inept  really,  I  did  not  look  on  it  AATith  favor  at  all. 
What  they  did  Avrong  Avould  be  cured  by  this  particular  bill.  They 
A\Tere  going  into  the  market  themselves  to  sell  agency’s  paper  directly 
through  the  market.  They  were  dealing  only  with  select  institutions. 
They  had  to  pay  5%  percent  interest,  and  a  quarter  of  1  percent  broker¬ 
age  fees,  6  percent  on  what  is  in  fact  U.S.  Government  guaranteed 
obligations.  That  is  what  I  objected  to. 
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Mr.  Smith  of  California.  Are  you  not  going  to  add  a  brokerage  fee 
in  this,  one-quarter  percent  ? 

Mr.  Patman.  No,  sir,  it  shouldn’t  be  that  high  effectively. 

Mr.  Smith  of  California.  I  think  the  language  would  indicate  that 
it  would. 

Mr.  Patman.  If  there  are  brokerage  fees,  it  would  not  be  any  one- 
quarter  of  1  percent.  They  might  have  to  pay  a  small  bit,  like  they 
always  do  securities,  but  there  should  be  nothing  like  any  one-quarter 
of  1  percent.  That  will  be  stopped. 

And  this  will  allow,  Judge,  on  this  second  bill,  about  $350  million 
of  securities,  or  participation  in  securities,  to  be  sold  between  now  and 
June  30  only.  It  is  a  short-term  approach.  That  is  to  get  the  SBA 
back  in  business  quickly. 

So  now  then,  about  the  interest  rates,  Mr.  Chairman. 

The  Chairman.  They  do  not  have  this  now  ?  Small  Business  does 
not  have  this  ? 

Mr.  Patman.  They  do  not  have  the  power  to  sell  it  by  participation,! 
by  selling  participating  certificates.  They  have  the  right  to  sell  direct 
loans,  like  Jolin  Smith’s  loan,  or  something  like  that,  but  they  do  not 
have  the  right  to  pool  them  like  we  proposed  and  to  sell  participating 
certificates  in  the  pool.  That  would  make  better  market,  Judge.  The 
interest  rate  will  be  way  down  in  comparison. 

The  Chairman.  Under  this,  do  we  guarantee  principal  and  interest 
on  all  of  these  bonds  ? 

Mr.  Patman.  Why,  certainly,  yes,  sir.  That  is  the  only  way  to  have 
a  good  market. 

The  Chairman.  It  is  a  good  way  to  go  broke  sometimes,  too. 

Mr.  Patman.  No.  We  would  not  go  broke  on  this. 

The  Chairman.  Suppose  we  had  a  depression  ? 

Mr.  Patman.  Well,  we  could  have.  Everybody  would  be  in  it,  you 


know. 

The  Chairman.  Everybody  would  be  in  it,  yes. 

Mr.  Patman.  Yes.  And  we  would  all  be  squeezed. 

I  hope  we  do  not  have  any. 

There  are  plenty  of  ways  you  can  stop  inflation,  but  there  is  no 
known,  provable  way  of  stopping  a  deflation. 

Mr.  Pepper.  Mr.  Chairman,  may  I  just  ask  these  questions?  \ 

Would  these  SBA  participations  be  sold  by  SBA  directly  or  through 


FNMA?  .  , 

Mr.  Patman.  Through  FNMA,  because  FNMA  has  acquired  a 
reputation  in  the  marketplace  that  is  good.  And  the  participating 
certificates  can  be  sold  to  a  much  better  public  advantage  through 
FNMA,  and  that  is  the  object  of  this.  It  is  to  keep  all  these  agencies 
from  going  in  the  market  by  themselves  and,  like  the  SBA  did,  they 
dealt  only  with  one  New  Y ork  brokerage  house. 

The  Chairman.  I  would  think  that  would  be  a  good  idea,  if  you 
are  going  to  do  it,  but  would  you  scramble  up  in  a  bunch,  say,  you  are 

going  to  sell  a  block  of  notes - 

Mr.  Patman.  Yes. 

The  Chairman  (continuing).  A  billion  dollars’  worth— would  you 
scramble  housing  loans  in  with  small  business  loans?  And  how  in 
dhe  world - 
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Mr.  Patman.  Not  accepting  your  word  “scramble,”  which  I  do 
not.  think  it  is,  in  this,  we  would  pool  them,  Judge.  We  would  put 
them  together  in  the  same  pool  and  then  sell  participation  certificates 
on  the  pool. 

The  Chairman.  Of  a  number  of  given - 

Mr.  Patman.  Just  like  a  mutual  fund.  Everybody  knows  what 
a  mutual  fund  is,  and  how  it  operates. 

The  Chairman.  But  as  to  a  mutual  fund,  those  securities  are  all 
owned  by  the  fund.  These  securities  come  out  of  some  other 
agency - 

Mr.  Patman.  That  is  right. 

The  Chairman  (continuing).  And  go  into  this  pool  which  is  con¬ 
trolled  by  the  housing,  and  then  you  have  them  scrambled  up,  a  half 
dozen  different  agencies  of  Government  owning  some  of  the  specific 
bonds  in  the  pool. 

Mr.  Patman.  Do  not  overlook  this,  Judge. 

The  Chairman.  How  are  you  going  to  unscramble  those  eggs? 

Mr.  Patman.  The  legal  title — I  do  not  like  the  word  “scramble” 
because  I  do  not  think  it  expresses  what  we  have  in  mind. 

The  Chairman.  I  am  not  very  good  at  expressing  my  thoughts. 

Mr.  Patman.  Only  for  that  reason — but  the  legal  title  would  pass 
to  the  pool,  FNMA,  just  like  in  the  mutual  funds. 

The  Chairman.  But  the  agency  still  has  to  service  them. 

Mr.  Pepper.  The  agency  would  assign  it. 

The  Chairman.  What  would  the  agency - 

Mr.  Patman.  Selling  participation  and  the  legal  title. 

The  Chairman.  The  agency  that  turns  the  things  over  to  Federal 
Housing — what  would  they  get  so  as  to  keep  their  books  straight? 

Mr.  Patman.  When  they  are  sold,  it  goes  into  the  Treasury,  re¬ 
duces  the  national  debt  that  much. 

The  Chairman.  I  have  heard  it  said  that  it  does  not. 

Mr.  Patman.  If  you  sell  $4,700  million  of  these  securities,  money 
goes  to  the  Treasury  on  a  net  basis. 

Mr.  Pepper.  Mr.  Chairman- - - 

The  Chairman.  I  am  talking  about  the  different  agencies  involved. 

Mr.  Patman.  They  get  their  part,  of  course.  They  get  credit  for  it. 

Mr.  Pepper.  The  Judge  is  trying  to  find  out  if  Small  Business,  for 
example,  transfers  $100  million  worth  of  its  securities,  what  does  it 
get  back  from  FNMA  ? 

Mr.  Patman.  In  proportion  to  what - - 

Mr.  Pepper.  Get,  some  sort  of  paper  back  ? 

Mr.  Patman.  Yes,  sir. 

Mr.  Pepper.  It  gets  back — it  is  like  you  trying  to  sell  your  prop¬ 
erty  to  a  trustee.  You  get  an  acknowledgment  from  the  trustee  that 
he  holds  for  you. 

Mr.  Patman.  This  gentleman  would  like  to  answer. 

The  Chairman.  The  unscrambling  process  comes  then  when  the  note 
is  liquidated? 

Mr.  Hanna.  Mr.  Chairman? 

The  Chairman.  When  the  participation - 

Mr.  Patman.  Mr.  Hanna  would  like  to  be  heard  on  that  point,  Judge. 
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Mr.  Hanna.  Mr.  Chairman,  I  think  you  are  right  in  saying  that  it  is 
a  little  difficult  to  see  the  structure  of  this  thing,  even  though  the 
mechanics  are  rather  simple  when  broken  down,  but  what  we  are  doing 
here  is  taking  the  loan  asset  and  providing  a  paper  to  the  pool  which 
indicates  that  asset  which  is  held  by  the  agency  which  created  it ;  then 
the  assignment  of  the  value  of  that  asset  goes  into  the  pool,  into  FNMA. 

Now,  at  this  juncture,  I  think  we  should  understand  that  manage¬ 
ment  is  very  important  in  this  whole  thing,  and  this  is  something  you 
cannot  put  in  the  bill,  Judge,  because  management  is  predicated  upon 
the  maturity  of  the  paper  being  assigned  and  the  market  at  the  given 
date  of  an  issuance  of  a  particular  pool. 

Now,  the  management  has  to  determine  what  the  market  response 
will  be  and  then  they  have  to  take  the  mix,  the  mix  will  be  determined 
upon  the  maturity  of  the  paper  from  the  various  agencies,  and  the 
strength  of  that  particular  type  of  paper  has. 

So  that  it  would  seem  to  be  that  what  will  happen  is  that  the  SEA 
will  assign  more  mature  paper  than  the  FIJA  would  assign,  simply 
because  that  kind  of  paper  is  not  as  readily  acceptable. 

On  the  other  hand,  no  agency  is  going  to  assign  paper  which  has 
maturity,  like  a  year  or  2  years  from  now,  because  they  will  hold  it 
and  get  the  total  payoff  themselves. 

So  that,  somewhere  along  here,  the  management  of  the  pool  has  to 
make  a  judgment  as  to  what  mix  to  put  in,  the  degree  of  maturity 
required  on  the  paper,  and  then - 

The  Chairman.  Did  you  use  the  word  “mix”? 

Mr.  Hanna.  Yes. 

The  Chairman.  Probably  that  is  better  than  “scramble”. 

Mr.  Hanna.  I  would  hope  that  it  would  be  an  acceptable  phrase, 
Judge,  because  I  think  that  is  really  what  the  market  phraseology  is 
on  these  things. 

Mr.  Martin.  Where  in  the  bill  does  it  provide  for  this  point  you  are 
making  ? 

Mr.  Hanna.  It  puts  the  management  of  the  pool  in  the  FNMA,  and 
I  am  just  telling  you  that  you  cannot,  once  you  have  given  them  the 
management,  do  more ;  that  is  about  all  you  can  put  in  law. 

Mr.  Martin.  The  authority. 

Mr.  Patman.  Talking  about  regulations  FNMA  will  make. 

Mr.  TIanna.  It  has  to  be  left  in  terms  of  flexibility  on  the  part  of 
management  that  can  respond  to  the  market  and  to  the  available  paper 
that  is  in  the  hands  of  the  various  agencies. 

I  do  not  know  how  you  could  put  this  into  the  language  of  the  bill 
without  destroying  certain  flexibility  that  will  give  them  the  market 
response.  It  does  not  make  any  difference  to  us  if  we  said,  for  instance, 
as  we  have  in  law,  we  said  to  SBA,  you  can  sell  any  of  your  loans  that 
you  want  to,  but - 

Mr.  Smith  of  California.  They  can  now  do  it  and  they  are  doing  it. 

Mr.  Hanna.  Yes. 

Mr.  Smith  of  California.  They  have  12  former  bankers  in  the  United 
States  doing  just  that  right  now. 

Mr.  Hanna.  Yes,  Mr.  Smith.  What  I  want  to  point  out - 
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The  Chairman.  FNMA? 

Mr.  Smith  of  California.  SBA. 

Mr.  Hanna.  This  bill  will  change  the  market  response.  We  do  not 
make  the  market  response  in  Congress.  The  market  response  is  a 
reality  on  its  own,  and  what  we  have  found  is  that  the  market  response 
for  a  pooling  arrangement  where  you  have  a  diversification  of  port¬ 
folio  behind  the  pool  is  affirmative  and  strong.  Where  you  are  going 
on  just  one  type  of  loan  with  one  payor  behind  it,  you  do  not  have  a 
strong  market  response,  and  what  this  bill  does,  gentlemen,  is  change 
velocity  for  volume.  We  can  either  go  ahead  and  serve  the  commit¬ 
ments  Congress  has  made  to  policy  by  increasing  the  volume  of  money 
that  each  agency  will  have,  or  we  can  look  for  velocity  and  turnover, 
by  utilizing  this  kind  of  arrangement,  to  which  the  market  response 
has  already  been  demonstrated  as  being  strong  and  affirmative,  and 
that  is  really  the  choice  that  we  are  making,  as  I  see  it. 

Mr.  Patman.  May  I  suggest  this,  the  12  bankers - 

The  Chairman.  Just  a  moment  now. 

P  Mr.  Hanna,  you  have  made  a  very  good  statement,  but  if  the  bill  is 
not  scrambled  up,  some  of  us  on  this  committee  are  scrambled  up. 

Mr.  Smith  of  California.  That  is  sure. 

The  Chairman.  I  think  we  will  get  along  better  if  we  have  one  wit¬ 
ness  at  a  time. 

Mr.  Hanna.  I  am  sorry. 

The  Chairman.  I  assume  you  are  going  to - - 

Mr.  Patman.  Mr.  Hanna  made  a  great  contribution  here.  I  think 
he  explained  this  procedure  perfectly. 

The  Chairman.  It  is  all  right,  but  I  am  confused  enough  already. 

Mr.  Patman.  Judge,  you  are  not  confused  on  this.  This  is  very 
simple. 

The  Chairman.  You  told  me  that  before. 

Mr.  Martin.  I  would  like  to  ask  a  question. 

The  Chairman.  You  clarified  a  great  deal. 

Mr.  Patman.  Let  me  answer. 

The  Chairman.  Let  us  go  on  with  Mr.  Wright  Patman,  and  then 
follow  the  usual  course. 

Now,  did  you  finish  your  statement,  Mr.  Hanna? 
k  Mr.  Hanna.  Yes,  sir. 

"  The  Chairman.  Mr.  Patman? 

Mr.  Patman.  I  will  yield  for  questions  if  you  think  that  is  a  better 
way  to  proceed. 

The  Chairman.  You  proceed  as  you  like  to. 

Would  you  like  to  make  a  further  statement? 

Mr.  Patman.  Now,  on  the  12  bankers,  the  question  is,  should  we 
let  these  different  agencies  pursue  this  matter  on  their  own  and  be 
independent  and  all  of  them  go  into  the  market,  some  of  them  at  the 
same  time,  trying  to  sell  certificates  for  loans  that  are  held  by  Govern¬ 
ment  agencies  directly  ? 

I  want  to  invite  your  attention  to  the  fact  that  would  be  awfully 
confusing. 

Mr.  O’Neill.  Do  they  not  have  that  right  today? 

Mr.  Patman.  Some  of  these  agencies  do  have,  and  have  just  begun 
to  exercise  their  right  in  a  way  that  is  not  very  favorable. 
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Now,  the  Small  Business  Administration,  seeing  it  just  had  to  have 
money,  they  dealt  with  these  underwriters — these  12  bankers  that  Mr. 
Smith  talked  about,  underwriters,  through  a  firm  in  Wall  Street, 
which,  of  course,  they  had  the  knowledge  and  know-how,  and  it  is 
understandable  why  they  go  there  to  get  somebody  to  sponsor  it. 
But  in  order  to  get  a  sponsor,  they  just  sold  the  cream  of  the  securities 
to  these  12  underwriters.  That  is  all  they  were  interested  in.  They 
would  not  buy  any  of  the  poor  stuff  at  all,  none  of  it. 

Mr.  Smith  of  California.  Now  you  are  talking  about  two  different 
things. 

Mr.  Patman.  So  the  idea  is  to  put  in  the  pool  and  sell  it  together, 
and  let  me  tell  you  what  that  costs,  Mr.  Smith.  I  hope  you  do  not 
overlook  this  point. 

Mr.  Smith  of  California.  You  are  talking  about  two  different 
things. 

Mr.  Patman.  No,  we  are  not.  This  thing  is  what  you  mentioned. 
I  am  acquainted  with  it. 

Now,  in  pursuing  this  thing  by  itself,  a  lot  of  the  people  in  the 
financial  world  did  not  consider  this  agency  had  a  right  to  get  the 
credit  of  the  United  States  behind  these  securities.  Therefore,  they 
said  they  doubted  that,  and  therefore  had  to  have  a  higher  interest 
rate.  The  SB  A  in  order  to  get  this  $110  million  worth  of  paper  sold 
had  to  pay,  not  only  5:%  percent,  which  is  the  highest  on  record  for 
the  United  States,  1  guess — I  never  heard  of  a  higher  rate,  or  never 
read  about  one — in  addition  to  that  they  had  to  pay  a  brokerage  fee 
of  one-quarter  of  1  percent,  which  made  for  an  effective  rate  of  6  per¬ 
cent  on  U.S.  Government  securities. 

And  if  those  same  securities  had  been  sold  through  a  participation 
pool  as  contemplated  in  H.R.  14544  through  FNMA,  the  rate  would 
not  have  been,  in  my  opinion,  over  5 y2  percent.  It  is  because  FNMA 
has  the  right  to  pledge  the  Government  credit  for  it  and,  of  course,  the 
Small  Business  did,  too,  but  the  financial  market  would  not  accept  it 
that  way. 

By  putting  this  paper  in  one  barrel,  one  pool,  and  doing  it  through 
FNMA,  an  agency  that  has  gained  the  reputation,  properly  so,  of  deal¬ 
ing  with  the  market,  it  will  save  the  Government  tremendous  sums  of 
money  and  will  not  be  confusing  as  it  would  be  to  let  each  agency  pur¬ 
sue  it  on  its  own. 

Mr.  Martin.  Is  it  not  true  that  all  obligations  of  FNMA  state  it  is 
not  an  obligation  of  the  F ederal  Government  ? 

Mr.  Patman.  N ot  to  my  knoweldge. 

Mr.  Smith  of  California.  Mr.  Patman,  will  you  help  me  understand 
this?  Under  a  prospectus - 

Mr.  Patman.  Guaranteed  by  the  Government.  I  do  not  know  what 
the  language  is  that  is  used. 

Mr.  Smith  of  California.  Under  a  prospectus  of  FNMA,  Febru¬ 
ary  18, 1966,  $410  million  participation  certificates  in  the  Government 
Mortgage  Liquidation  Trust,  the  Federal  National  Mortgage  Associa¬ 
tion  trustees,  it  says  this : 

Timely  payments  of  principal  and  of  interest  on  the  participation  certificates 
is  guaranteed  by  the  Federal  National  Mortgage  Association,  a  corporate  instru¬ 
mentality  of  the  United  States.  The  participation  certificates  are  not  obliga¬ 
tions  of,  and  are  not  guaranteed  by  the  United  States. 
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Now,  are  they  guaranteed  or  are  they  not  guaranteed  ? 

Mr.  Patman.  That  is  exactly  right,  what  you  see  there. 

Mr.  Smith  of  California.  That  is  what  it  says. 

Mr.  Patman.  I  know  what  you  are  talking  about.  Do  not  overlook 
this  fact,  that  FNMA  has  an  unlimited  power  of  draw  from  the  Treas¬ 
ury  of  the  United  States  to  pay  its  securities. 

Mr.  Smith  of  California.  Well,  now - 

Mr.  Patman.  That  gives  it  a  guarantee,  although  you  might  say  it 
is  not  full  faith  and  credit  of  the  Government  behind*  it,  it  is  in  fact  a 
100-percent  guarantee. 

The  Chairman.  I  cannot  understand  that. 

Mr.  Smith  of  California.  Brokers  are  being  used  in  this.  They  are 
listed  down  here : 

Mortgage  Guarantee;  Merrill,  Lynch,  Pierce,  Fenner,  and  Smith, 
and  Simon  Bros.,  and  First  Boston  Corp. 

Mr.  Patman.  That  is  right.  They  use  brokerage  in  all  of  them,  not 
any  one-quarter  of  1  percent. 

Mr.  Pepper.  Will  the  gentleman  yield  for  a  minute  ? 

I  call  your  attention  to  the  report  No.  1448,  page  8,  where,  under 
the  rule,  they  set  up  just  exactly  what  the  language  of  that  new  bill 
would  be.  Along  about  the  middle  of  the  page,  it  says : 

The  Association  may  join  in  any  such  undertakings  and  activities  notwith¬ 
standing  that  it  is  also  serving  in  a  fiduciary  or  representative  capacity ;  and 
is  authorized,  consistent  with  section  307,  to  guarantee  any  participations  or 
other  instruments,  whether  evidence  of  property  rights  or  debt,  issued  for  such 
financing  purposes. 

Let  me  ask  you,  does  this  bill  propose  for  the  Government  to  guar¬ 
antee  the  payment  of  these  ?  That  is  what  you  told  me  ? 

Mr.  Patman.  Yes,  sir. 

The  Chairman.  And  yet  under  the  present  arrangements  before 
you  pass  this  bill,  you  are  advertising  that  they  are  not  guaranteed 
by  the  Government  ? 

Mr.  Patman.  I  do  not  know  why  they  put  that  phrase  in  there,  but 
thev  are  guaranteed. 

The  Chairman.  A  fellow  who  tries  to  sell  something  would  not 
advertise  it  down,  but  would  advertise  it  up. 

Mr.  Patman.  FNMA,  under  the  law,  has  the  unlimited  power  of 
withdrawing  funds  from  the  Treasury  for  that  purpose. 

Mr.  Pepper.  The  obligations  themselves  are  guaranteed  by  the  Gov¬ 
ernment  ;  are  they  not  ? 

The  Chairman.  Where  do  they  get  that  power  ? 

Mr.  Pepper.  Heretofore  the  law  did  not  authorize  FNMA  to  guar¬ 
antee  the  participations,  but  in  the  pool,  the  underlying  securities, 
which  the  participation  represents  a  share,  were  guaranteed  like  FHA 
loans  and  others. 

Apparently,  the  Association  is  authorized  now,  if  it  chooses  to  do 
so,  to  guarantee  also  the  certificates  in  this  bill  we  now  have  before  us. 

Mr.  Patman.  I  think  you  will  find  it  is  only  the  Treasury  notes  and 
obligations  that  carry  the  full  faith  and  credit  of  the  U.S.  Govern¬ 
ment,  but  these  carry  a  guarantee  because  FNMA,  under  law,  has  the 
power  to  draw  funds  from  the  Treasury  for  that  purpose.  That 
makes  it  good  in  the  marketplace. 

The  Chairman.  For  the  purpose  of  doing  what  ? 
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Mr.  Patman.  To  make  these  interest  and  principal  payments. 

Mr.  Smith  of  California.  When  I  read  from  the  FNMA  Charter 
Act,  under  which  they  operate,  it  is  my  understanding  that  they  have 
sold  four  participations  totaling  about  $1.6  billion,  and  they  paid 
about  $5  million  in  commissions  m  fees,  for  the  sale,  and  the  language 
of  the  act  says : 

Tlie  Association  shall  insert  appropriate  language  in  all  of  its  obligations  issued 
under  this  subsection — 

And  I  am  reading  from  the  subsection,  the  gentleman,  I  believe,  from 
Florida  mentioned — 

clearly  indicating  that  such  obligations,  together  with  the  interest  thereon,  are 
not  guaranteed  by  the  United  States  and  do  not  constitute  a  debt  or  obligation 
of  the  United  States  or  of  any  agency  or  instrumentality  thereof,  other  than  the 
Association — 

And  your  bill  before  use  does  not  change  that  language  one  iota.  I 
think  I  am  correct  in  that,  Air.  Chairman. 

Mr.  Patman.  FNMA  is  given  this  title -  I 

The  Chairman.  What  ? 

Mr.  Smith  of  California.  Under  Charter  Act  of  FNMA,  section 
306(a) - 

Mr.  Patman.  I  repeat,  I  think  you  will  find  the  full  faith  and  credit 
of  the  Nation  on  obligations,  Treasury  obligations,  like  short-term 
or  long-term  certificates,  notes,  long-term  bonds,  they  are  the  only 
ones  that  will  carry  that  phrase. 

I  believe  you  will  find  that. 

But  this  is  just  as  good  because  it  is  guaranteed  through  the  FNMA 
law  by  the  Government.  The  guarantee  is  just  as  good  as  the  full 
faith  and  credit,  really  is  my  point. 

The  Chairman.  The  thing  says  it  is  not  guaranteed. 

Mr.  Smith  of  California.  That  is  the  law. 

Mr.  Patman.  They  have  the  power  of  drawing  money  from  the 
Treasury  to  make  the  guarantee  good.  What  better  thing  can  you 
have  than  that  ? 

Mr.  Smith  of  California.  That  is  the  law. 

The  Chairman.  What  is  the  lawT  ? 

Mr.  Smith  of  California.  The  language  I  read  is  the  present  law 
and  here  is  an  actual  participation  certificate  prospectus,  and  it  says! 
right  in  there,  in  accordance  with  section  306(a)  what  they  are  re¬ 
quired  to  state. 

Mr.  Patman.  Let  us  get  to  the  bottom  of  this,  Mr.  Chairman,  please 
Briefly,  I  want  to  say  this,  that  what  is  involved  here,  should  the  Gov¬ 
ernment  go  ahead  and  make  loans  to  farmers  and  to  veterans,  Small 
Business  Administration,  and  just  pile  those  loans  up  and  not  let  the 
private  sector  come  into  it  ali  ?  That  would  sound  like  a  little  bit 
socialistic  to  me. 

Now,  of  course,  I  am  accused  of  being  a  Communist,  and  I  do  not 
want  to  be  accused  of  being  a  Socialist. 

But  that  would  appear  to  be  just  a  little  bit  on  the  side  of  socialism. 

One  of  these  days,  the  Federal  Government  will  have  more  invested 
in  the  banking  and  lending  activities  than  all  the  banks  and  investors 
in  the  country.  Do  we  want  that  ?  No,  we  do  not  want  it.  We  do  not 
want  nationalization  of  banks  in  this  country.  We  want  private  enter¬ 
prise — the  private  enterprise  system. 
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But  whenever  you  permit  the  Federal  Government  to  make  all  these 
loans  of  taxpayers’  funds  and  just  pile  them  up,  pile  them  up  and 
never  sell  any  of  them  out  to  the  private  sector,  leave  the  private 
sector  out  entirely,  that  occurs  to  me  to  be  the  wrong  thing  to  do.  We 
do  not  want  this  amount  to  increase  above  $33  billion.  We  want  to 
reduce  the  amount,  and  that  is  what  we  have  here  now. 

Let  the  private  sector  come  into  this  under  reasonable  terms  and 
conditions.  I  think  it  is  a  wonderful  thing. 

Mr.  Smith  of  California.  If  they  are  guaranteed,  how  do  we  re¬ 
duce  the  amount  ?  Under  FNMA  it  is  not  guaranteed  ? 

Mr.  Patman.  Just  like  I  say,  Mr.  Chairman,  it  is  two  different 
ways  of  guaranteeing  them.  One  is,  they  can  write  in  there,  like  they 
do  on  Treasury  obligations,  full  faith  and  credit  of  the  Government. 
Another  way,  they  guarantee  by  letting  FNMA  in  this  case  have  un¬ 
limited  drawing  power  on  the  U.S.  Treasury  to  make  good  any  of  its 
obligations.  I  do  not  see  how  you  can  improve  on  that.  _ 

And  as  to  this  money  where  the  participation  will  be  sold,  the 
money  will  go  into  the  Treasury,  credited  to  the  respective  agencies, 
$4,700  million  in  one  case.  I  would  like  to  not  have  to  pass  a  tax  bill 
any  time  in  the  foreseeable  future,  and  I  hope  never;  I  hope  never. 
Tliis  bill  would  relieve  us  of  the  alternative  of  passing  a  tax  bill. 
Also,  it  would  enable  us  to  have  funds  for  college  housing,  Small 
Business  Administration,  for  veterans,  and  many  others.  That  is  the 
alternative. 

Now,  I  believe  that  it  is  justified  for  that  reason.  I  do  not  think 
anv  of  us  want  a  tax  bill.  Of  course,  if  somebody  wanted  to  be  real 
political,  that  wanted  to  kind  of  force  the  Democrats  in  the  position 
of  having  to  pass  a  tax  bill  anyway,  why  they  could  get  some  credit 
from  it  because  it  would  be  a  hardship  on  the  Democrats,  maybe,  or 
maybe  it  would  not.  I  do  not  think  that  we  ought  to  consider  politics 
in  this  at  all. 

We  are  in  war.  We  are  in  trouble.  We  do  not  have  any  serious 
inflation  at  this  time  or  in  the  foreseeable  future,  as  I  see.  it,  enough 
to  require  a  tax  bill  at  all.  But  it  could  build  up  if  it  keeps  on. 

Mr.  Smith  of  California.  Mr.  Patman,  straighten  me  out  on  this  if 
you  will,  please. 

You  made  the  statement,  if  I  understand  it,  that  money  goes  back 
into  the  Treasury.  Now,  previously  thereto,  you  said  that  SBA  needs 
more  money  and  by  selling  it,  they  will  get  the  money. 

Now,  the  bill,  as  I  read  it,  said  that  the  agency  that  places  the  loans 
in  the  pool - 

Mr.  Patman.  Yes.  Up  to  the — you  overlook - 

Mr.  Smith  of  California  (continuing).  Gets  the  money  back.  You 
cannot,  go  to  the  agency  to  get  it  back  and  also  put  it  in  the  Treasury. 

Mr.  Patman.  You  overlook  one  thing.  You  have  not  gone  into  it 
far  enough. 

Mr.  Smith  of  California.  I  read  it. 

Mr.  Patman.  You  see,  they  can  use  it  up  to  the  amount  they  are 
authorized  under  the  law.  You  see,  they  still  have  to  operate  under 
their  authorization.  They  cannot  exceed  that. 

The  Chairman.  That  is  true. 

Mr.  Patman.  They  cannot  exceed  it  at  all.  This  bill  must  be  a 
pretty  good  bill.  Even  my  old  friends,  the  American  Bankers  Asso¬ 
ciation,^  has  no  objection  to  it.  I  have  a  telegram  in  my  pocket. 
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Mr.  O’Neill.  I  would  like  to  pursue  what  Mr.  Smith  was  touching 
on. 

If  an  agency  at  the  present  time  has  funds  only  up  to  x  number  of 
loans,  they  have  not  got  the  money  for  further  loans.  If  they  had  a 
bill  of  this  type,  would  the  money  be  available  ? 

Mr.  Patman.  Yes,  there  is. 

Mr.  O’Neill.  All  right.  Then  pressing  this  point,  you  say  we  go 
back  into  the - 

Mr.  Patman.  That  is  the  sale  of  the  participation  certificates  that 
they  have  on  hand  now. 

Mr.  O’Neill.  How  was  this  going  to  alleviate  the  shortage  of  funds 
that  SBA  has  at  the  present  time  ? 

Mr.  Patman.  They  can  up  to  the  point  of  the  new  $125  million 
authorization.  They  can.  It  has  been  approved  by  that.  It  will 
be  approved.  You  see,  there  is  another  point  here  that  I  am  afraid 
you  overlooked.  Not  only  does  the  authorizing  committee  have  to  au¬ 
thorize  this,  but  the  appropriations  committee  has  the  power  to  go 
into  it  in  detail  and  say,  uNow,  if  you  are  going  to  sell  these  participa¬ 
tion  certificates,  the  interest  rate  shall  not  be  over  a  certain  amount, 
the  terms  shall  be  so  and  so ;  otherwise,  you  cannot  do  it.” 

You  have  the  Appropriations  Committee,  and  the  Congress,  di¬ 
rectly  involved  and  controlling  here. 

Mr.  Smith  of  California.  Where  is  that  in  the  bill  ? 

Mr.  O’Neill.  Could  this  go  back  in  the  revolving  fund  ? 

Mr.  Smith  of  California.  I  can  answer  the  question  for  you,  Mr. 
O’Neill,  from  the  language  on  page  page  4  of  the  bill. 

Mr.  Patman.  In  fact,  under  this  bill  SBA,  for  example,  would  have 
to  go  before  the  Appropriations  Committee  and  all  of  the  funds  au¬ 
thorized  and  appropriated  would  be  allowed  to  go  into  the  revolving 
fund.  But  the  Appropriations  Committee  will  have  to  pass  on  that. 

Mr.  Smith  of  California.  It  does  not  say  that  in  the  bill  anyplace, 
Mr.  Patman. 

Mr.  Patman.  Let  me  read  this  telegram  to  you. 

Mr.  Smith  of  California.  That  is  not  what  I  am  reading  from. 

Mr.  Patman.  This  is  to  Senator  Robertson,  Senator  Robertson, 
Chairman  of  the  Banking  and  Currency  Committee  of  the  Senate : 

Supplementing  and  clarifying  our  letter  to  you  of  April  26,  tlie  American 
Bankers  Association  believe  that  H.R.  14544  with  proposed  amendments ;  that 
is,  the  Appropriations  Committee,  offers  adequate  congressional  safeguards  for 
use  of  the  authority,  and  we,  therefore,  interpose  no  objection  to  the  passage  of 
the  bill. 

So  if  you  can  satisfy  the  American  Bankers  Association  with  it,  it 
occurs  to  me  that  that  is  a  pretty  good  test. 

The  Chairman.  The  bankers  are  the  boys  who  are  going  to  buy  the 
bonds  and  have  them  guaranteed  by  the  Government  at  a  high  rate 
of  interest. 

Mr.  Patman.  I  would  not  say  that. 

Mr.  Smith  of  California.  They  are  going  to  make  the  money.  They 
should  support  the  bill. 

The  Chairman.  I  had  experience  with  bankers.  I  find  the  prospect 
of  profit  is  a  great  persuader. 

Mr.  Patman.  There  are  all  kinds  of  bankers,  Judge. 
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The  Chairman.  They  are  honorable  but  they  want  to  make  a  profit. 
That  is  what  they  are  in  business  for. 

Are  you  finished? 

Mr.  Smith  of  California.  Mr.  Patman  explained  the  letter  and 
telegram. 

I  would  just  like  to  point  out  what  the  bill  says;  this  is  page  4 
starting  on  line  6 : 

The  trust  instrument  shall  provide  that  the  trustee  will  promptly  pay  to  the 
trustor  the  full  net  proceeds  of  any  sale  of  the  beneficial  interest  or  participa¬ 
tions  to  the  extent  they  are  based  upon  such  obligations  or  collections. 

In  other  words,  the  SB  A  has  a  ceiling  on  it  which  was  raised  the 
other  day,  the  maximum  that  it  can  have  in  loans  at  any  one  time. 

Mr.  Patman.  That  is  right. 

Mr.  Smith  of  California.  Assume  SB  A  reaches  that  maximum  ceil¬ 
ing.  It  has  run  out  of  money.  Let  us  assume  that.  SBA  can  turn 
around  and  sell  $100  million  worth  of  its  loans,  make  this  pooling 
agreement - 

Mr.  Patman.  They  do  not  sell  them;  FNMA  will  sell  them. 

Mr.  Smith  of  California.  And  make  a  trust  agreement  with  FNMA 
for  $100  million.  Let  us  assume  SBA  signs  the  agreement  and  then 
FNMA  puts  out  the  prospectus  and  sells  the  paper  at.  $25,000  or  at 
whatever  they  sell.  Then  FNMA  must  immediately,  under  this  lan¬ 
guage,  give  the  $100  million  back,  less  whatever  fee,  one-quarter 
percent,  to  SBA  so  that  it  then  would  have  $100  million  more  to  lend. 
That  is  the  type  of  revolving  fund - 

Mr.  Patman.  Wait  just  a  minute.  You  are  overlooking  one  impor¬ 
tant.  fact.  That  has  to  be  within  the  authorization.  That  is  approved 
by  the - 

Mr.  Smith  of  California.  Where  does  it  say  that  ? 

Mr.  Patman.  Approved  by  the  authorizing  committee  and  also  ap¬ 
proved  by  the  Appropriations  Committee.  If  it  has  not  been  approved 
it  does  not  go  back  to  the  revolving  fluid.  That  would  be  back-door 
financing  and  it  would  be  acting  contrary  to  the  will  of  Congress  and 
going  around  Congress. 

Mr.  Pepper.  Excuse  me,  if  the  gentleman  from  California  will  yield. 

I  think  you  are  overlooking,  if  I  may  say  so,  that  there  is  nothing 
new  created  here.  All  these  obligations  from  the  several  agencies 
will  still,  in  the  future,  be  created  and  issued  in  the  same  way  that  they 
have  been  in  the  past,  by  authorization  of  Congress.  All  this  is,  is 
giving  the  Federal  National  Mortgage  Insurance  Association  the  right 
to  take  as  trustee,  securities  that  are  properly  issued  according  to  law 
by  the  various  Federal  agencies  that  are  assigned  to  them  and  dispose 
of  them  through  participation  certificates. 

They  are  acting  as  the  trustee  for,  say,  SBA. 

The  gentleman  was  right.  I  think  they  take  the  $100  million  worth 
of  bonds  and  they  sell  participations;  when  they  have  money,  they 
would  pay  off  whatever  Avas  the  proper  remittance,  like  any  other 
trustee,  selling  for,  settling  a  trust  for  a  beneficiary. 

There  is  nothing  new  created.  This  does  not  authorize  the  FNMA 
to  authorize  SBA  to  issue  any  more  securities.  They  are  just  the 
agent  of  the  Government  funds ;  is  that  right  ? 

Mr.  Patman. 

Mr.  Patman.  Yes,  sir. 
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May  I  read  the  language  that  Mr.  Walker  of  the  American  Bankers 
Association  referred  to  as  satisfying  him?  It  is  on  page  6  of  the  bill, 
line  9,  subsection  (4)  : 

Beneficial  interests  or  participations  shall  not  be  issued  for  the  account  of  any 
trustor  in  an  aggregate  principal  amount  greater  than  is  authorized  with  respect 
to  such  trustor  in  an  appropriation  act.  Any  such  authorization  shall  remain 
available  until  used. 

I  can  see  where  a  Member  would  be  against  this,  but  not  for  this 
purpose. 

The  Government  is  fully  protected  here.  All  parties  are  protected. 
You  have  to  make  the  market  secure  or  you  will  not  have  any  business. 
This  will  save  us  tremendous  sums  of  money  and  it  will  be,  according 
to  the  private  enterprise  system,  feeding  it  out  into  the  private  sector 
and  letting  everybody  participate. 

The  Chairman.  Mr.  Patman,  as  I  read  that,  the  authorization  and 
the  appropriation  has  to  be  made  before  they  can  sell  ? 

Mr.  Patman.  Certainly.  That  is  the  reason  I  say  the  Appropria¬ 
tions  Committee  can  set  the  terms,  and  say,  now  you  can  only  offer  this, 
for  instance,  when  the  Government  securities  are  not  being  offered; 
you  can  only  offer  it  at  a  certain  rate  of  interest. 

The  Chairman.  You  omitted  one  step  there,  and  that  is  the 
authorization. 

Mr.  Patman.  This  is  the  authorization - 

The  Chairman.  Oh,  no.  This  is  the  appropriation,  now,  and  an 
appropriation  has  to  be  preceded  by  an  authorization. 

Mr.  Patman.  Well,  that  is  it.  We  just  made  the  authorization.  The 
President  signed  the  bill  the  day  before  yesterday  for  the  SBA  raising 
the  authorization  to  a  billion  and - 

The  Chairman.  That  was  authorized. 

Mr.  Patman.  It  was  authorized.  A  $125-million  increase. 

The  Chairman.  This  does  not  provide  for  the  authorization. 

Mr.  Patman.  No;  it  has  to  be  appropriated,  Mr.  Chairman. 

The  Chairman.  It  would  be  very  simple  for  you  just  to  put  in  there, 
authorized  and  appropriated. 

Mr.  Patman.  Well,  I  do  not  think  it  is  necessary. 

The  Chairman.  Do  not  be  too  stiff  on  this,  Mr.  Patman,  because 
you  are  going  to  have - 

Mr.  Patman.  Yon  fellows  will  have  to  loosen  up  a  little  bit,  too. 

The  Chairman.  Something  that  obviously  ought  to  be  corrected, 
ought  to  be  corrected.  You  cannot  make  an  appropriation  under  the 
law  unless  you  have  an  authorization. 

Mr.  Patman.  Let  us  make  it  legislative  history. 

The  Chairman.  All  you  have  to  say - 

Mr.  Patman.  Let  us  make  it  legislative  history  on  the  floor  of  the 
House,  that  the  appropriations  committee  will  have  the  power  to  de¬ 
termine  how  these  participations  shall  be  issued  and  the  brokerage 
that  can  be  paid  and  write  all  kinds  of  limitations  and  restrictions 
in  it. 

Mr.  Smith  of  California.  It  does  not  say  that  in  the  bill.  Why  do 
you  not  write  that  in  the  bill  ? 

Mr.  Patman.  I  think  it  is  in  there. 

Mr.  Smith.  It  does  not  say  it. 


PRIVATE  FINANCING  OF  CREDIT  NEEDS-  27 

The  language  you  read  is :  “authorization  remains  until  used.”  It 
does  not  say  what  authority  the  Appropriations  Committee  has. 

The  Chairman.  I  do  not  see  how  it  could  possibly  hurt  your  bill 

any.  . 

Mr.  Patman.  I  think  the  rules  of  the  House  would  apply,  Mr.  Smith. 
You  know,  you  can  always  put  a  limit  on  an  appropriation  bill.  We 
will  either  make  an  amendment,  if  it  is  necessary,  or  we  will  make  legis¬ 
lative  history  ot  make  it  plain,  my  dear  sir,  because  there  is  no  differ¬ 
ence  in  what  we  will  want  to  arrive  at. 

Mr.  Smith  of  California.  It  ought  to  say  it  in  the  bill. 

I  am  not  against  the  bill.  I  am  trying  to  understand  it. 

Mr.  Patman.  Yes,  sir. 

Mr.  Smith  of  California.  I  followed  SBA  pretty  closely,  and  1 
have  the  impression  that  if  we  sell  $100  million  worth,  the  trustee, 
FNMA  gives  that  $100  million  received  from  the  participation  sale 
back  to  SBA,  which  has  it  to  loan. 

Mr.  Patman.  Within  the  authorization. 

Mr.  Smith  of  California.  That  is  right. 

I  am  not  worried  about  appropriations  on  that.  This  goes  past  and 
present.  This  is  money  they  are  going  to  get.  SBA  has  $100  million 
more  to  loan,  less  whatever  its  costs  were,  so  it  can  go  out  and  make 
some  loans,  so  that  places  $100  million  more,  and  increases  the  obliga¬ 
tion  of  the  Government.  Supposing  50  percent  of  the  loans  turn  sour, 
and  we  have  to  pay  the  guarantee,  where  are  we  going  to  get  the 
money  to  do  that? 

The  law  says  FNMA  just  comes  to  the  Treasury  and  it  pays  every 
year  what  FNMA  loses,  so  we  have  to  appropriate  money  to  pay  $50 
million  they  lose,  and  $100  million  is  out. 

Mr.  Patman.  See  if  this  will  not  explain  it. 

SBA  has  a  new  authorization  of  $125  million. 

Mr.  Smith  of  California.  Yes,  an  additional  authorization. 

Mr.  Patman.  There  are  two  ways  that  $125  million  can  be  used. 
One  is  to  make  a  direct  appropriation  by  Congress - 

Mr.  Smith  of  California.  Right. 

Mr.  Patman.  You  use  taxpayers  funds  for  that  purpose. 

The  other  way  is  to  let  them  sell  participations  up  to  the  amount 
of  $125  million,  but  they  cannot  exceed  the  $125  million. 

Mr.  Smith  of  California.  Well,  if  SBA  asks  for  the  $125  million 
we  will  give  it  to  them.  We  will  give  it  to  them  just  as  fast  as  they 
can  get  it  on  the  floor,  supplemental  or  any  way. 

That  has  been  the  history  of  SBA.  As  to  the  $100  million  they 
sold  in  FNMA,  does  that  increase  the  top  ceiling  $100  million  more? 

Mr.  Patman.  It  would  not  go  over  the  authorization  on  your  appro¬ 
priation. 

Mr.  Smith  of  California.  Can  they  with  the  revolving  money  ? 

Mr.  Patman.  Under  the  law,  they  cannot. 

Mr.  Smith  of  California.  I  would  like  to  have  you  show  me  where 
that  is  in  the  bill. 

It  is  hard  to  understand  it. 

That  is  all,  Mr.  Chairman.  Go  ahead. 

Mr.  Patman.  There  is  no  difference  in  our  feeling  about  what  should 
be  done,  and  we  will  make  it  very  clear  in  the  legislative  history  or 
amendment,  and  it  would  not  make  any  difference  to  me  if  better  lan- 
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guage  can  be  submitted,  than  what  has  been  submitted  here.  Naturally, 
we  want  the  best  language. 

But  our  intent  is  clear.  SBA  cannot  exceed  the  authorization  and 
that  anything  that  is  done  toward  selling  participating  certificates 
will  have  to  be  done  with  the  Appropriation  Committee’s  approval. 

Mr.  Smith  of  California.  It  does  not  say  that  anyplace  in  the  bill. 

Mr.  Patman.  I  know,  but  the  Appropriations  Committee  has  re¬ 
strictions,  anything  else. 

Mr.  Smith  of  California.  This  is  $33  billion  and  if  it  all  goes  sour, 
you  could  increase  it  by  $33  billion  unless  you  restrict  it  in  here. 

Mr.  Patman.  The  main  thing  is,  let  the  private  sector  have  this 
obligation  instead  of  stacking  it  up  here. 

Mr.  Smith  of  California.  I  am  not  arguing  that. 

Mr.  Patman.  They  would  all  go  in  that  private  sector.  That  is  the 
main  thing. 

I  would  repeat,  Mr.  Chairman,  that  this  is  a  good  bill. 

There  is  nothing  new  about  it.  It  is  traditional  almost  in  our  Gov¬ 
ernment  to  do  it. 

For  21  years  it  has  been  done  by  the  Export-Import  Bank.  It  is  the 
right  thing  to  do. 

It  is  wrong  for  the  Government  to  take  the  taxpayers’  money  and 
make  loans  for  all  these  different  purposes  and  then  stack  up  the  secu¬ 
rities  and  keep  them  dormant. 

Mr.  Smith  of  California.  Maybe  we  should  not  have  authorized  the 
money  for  the  loans  in  the  first  place  and  competed  with  private  enter- 
prise.  Maybe  we  should  not  be  in  this  business. 

Mr.  Patman.  The  trouble  is  that  private  enterprise  would  not  make 
the  loans.  We  had  to  come  to  this. 

You  take  the  farmers.  They  could  not  get  loans  and  we  had  to  make 
the  money  available  through  the  Farmers  Home  Administration. 

Mr.  Smith  of  California.  And  SBA  loans  are  questionable  loans, 
too,  the  ones  that  go  sour - 

Mr.  Patman.  The  market  would  not  make  the  loans  and  we  had  to 
make  money  available  for  the  facilities  like  water  and  sewer  and  things 
like  that. 

The  Chairman.  Have  you  concluded  ? 

Mr.  Smith  of  California.  Yes,  I  will  quit. 

The  Chairman.  Any  questions  ? 

Any  questions,  Mr.  Anderson  ? 

Mr.  Anderson.  Yes,  Mr.  Chairman. 

I  had  always  thought  that  one  of  the  principal  roles  of  this  com¬ 
mittee  was  not  so  much  to  substitute  its  judgment  for  the  legislative 
committee  as  to  examine  into  the  question  as  to  how  much  mature 
deliberation  there  has  been  in  the  committee  on  the  matter. 

I  wondered  if  you  care  to  comment  on  some  of  the  rather  serious 
charges  that  are  made  in  the  minority  reports,  Mr.  Patman,  that  this 
bill  was  available  only  one-half  hour  before  the  committee  met  and 
then  only  Government  witnesses  were  heard  and  no  opportunities 
were  given  to  any  of  these  people.  You  read  their  telegrams,  so 
apparently  you  think  their  views  are  of  some  importance.  But  did 
they  testify  before  your  committee?  Are  their  views  in  the  record  of 
the  hearings  on  this  bill  ? 
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Mr.  Patman.  Well - 

Mr.  Anderson.  And  if  not,  why  not  ? 

Mr.  Patman.  There  is  no  satisfactory  way  to  satisfy  everybody. 
You  just  cannot  satisfy  everybody. 

Now,  sometimes  you  will  have  a  bill  that  is  considered  urgent.  This 
bill  is  considered  urgent.  I  asked  that  it  be  given  early  consideration 
of  the  committee. 

I  called  the  committee  together  and  I  said,  “Now,  I  hope  you  keep  in 
mind  that  this  is  an  important  bill  and  we  ought  to  stay  here  today 
until  we  finish  ton  this  bill.  It  is  very  important.” 

Well,  now,  of  course,  some  of  the  Members  did  not  stay  there,  but 
after  we  had  what  we  considered  to  be  sufficient  hearings  in  view  of  the 
fact  that  we  had  heard  this  subject  21  years,  there  was  no  reason  to  go 
over  the  same  thing  over  and  over  again. 

Then  the  committee  voted  to  discontinue  further  hearings  and  vote 
on  it,  and  the  majority  rule  prevailed  on  that. 

Mr.  Anderson.  Was  that  a  party  line  vote  ?  May  I  inquire? 

Mr.  Patman.  It  was  a  party  line  vote. 

You  see,  it  is  rather  ironical  that  a  few  years  ago  the  Republicans 
were  all  for  this  and  many  Democrats  were  against  it. 

Mr.  Anderson.  Were  they  not  for  the  direct  sale  of  marketable 
assets  ? 

Mr.  Patman.  Now,  it  looks  like  the  Democrats  are  for  it  and  the  Re¬ 
publicans  against  it. 

Mr.  Anderson.  Was  it  not  for  the  sale  of  assets?  Is  that  not  the 
distinction  that  has  been  pretty  clearly  brought  out  here  this  morning, 
that  Mr.  Eisenhower  was  talking  about  sales  of  assets  rather  than 
participations? 

Mr.  Patman.  Either  one  would  be,  I  would  consider  them  about  the 
same. 

Mr.  Anderson.  You  think  they  are  the  same  ?  Of  course  if  you  feel 
that  way- — — 

Mr.  Patman.  Selling  something  that  belongs  to  the  Government. 

Mr.  Anderson.  Now,  Mr.  Patman,  do  you  agree  with  the  statement 
that  if  this  bill  is  not  passed  and  the  authorization  that  it  contains 
are  not  approved,  that  the  deficit  in  the  administration’s  budget,  in¬ 
stead  of  the  projected  $1.8  billion  would  be  closer  to  $6  billion? 

Mr.  Patman.  I  think  so ;  and  we  should  all  try  to  stop  that  if  we 
can.  We  should. 

I  applaud  it. 

Mr.  Anderson.  You  will  agree  that  would  be  the  case  ? 

Mr.  Patman.  Yes,  sir. 

Mr.  Anderson.  Do  you  not  feel  any  concern  at  all  that  a  certain 
amount  of  fiscal  restraint  is  going  to  be  removed  if  we  can  operate, 
feeling- that  we  are  only  going  to  have  to  account  for  a  $1.8  billion 
instead  of  a  $6  billion  deficit  ? 

Mr.  Patman.  I  do  not  see  any  fiscal  restraint  that  is  being  removed. 

Mr.  Anderson.  You  do  not  see  any  ? 

Mr.  Patman.  If  we  said  they  could  sell  these  participations  above 
the  authorization,  you  would  be  right;  but  we  are  restricting  them 
in  that  it  has  to  be  within  the  authorization  of  Congress. 

Mr.  Anderson.  You  are  still  talking  about  $33  billion  in  assets  are 
you  not  ? 
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Mr.  Patman.  Yes ;  that  is  $33  billion  last  year. 

Mr.  Anderson.  At  least  theoretically  all  of  that  $33  billion  could 
be  committed  to  this  pool  and  participations  could  be  sold  and  that 
amount  could  be  reduced  from  the  administrative  budget  ? 

Mr.  Patman.  We  have  a  budget. 

Mr.  Anderson.  That  would  be  credited  against  the  administrative 
budget,  or  reduction  of  expenditures. 

Mr.  Patman.  One  hurdle  they  have  to  go  over,  they  have  to  get 
the  approval  of  the  Appropriations  Committee.  I  do  not  think  they 
would  get  the  approval. 

Mr.  Anderson.  Well,  Mr.  Patman,  I  have  been - 

Mr.  Patman.  Wait,  just  a  minue.  Let  me  finish  answering  you 
about  hurrying  this  bill  through. 

Mr.  Anderson.  Please  do. 

Mr.  Patman.  You  see  we  had  hearings  on  a  similar  bill,  the  SB  A 
bill,  for  weeks.  We  had  all  kinds  of  testimony  on  it.  It  was  the 
same  question  invloved. 

Mr.  Anderson.  How  much  money  were  you  talking  about  there,  as 
far  as  assets  of  the  SBA,  available  for  this  pooling f  $125  million? 

Mr.  Patman.  Over  a  billion  dollars. 

Mr.  Anderson.  Over  a  billion  dollars  ? 

Mr.  Patman.  Yes.  You  see,  we  had  the  same - 

Mr.  Anderson.  5  on  are  talking  about  $33 'billion  here,  are  you  not  ? 

Mr.  Patman.  We  would  not  seriously  insist,  after  hearing  for  weeks 
the  same  question,  just  because  we  had  a  new  bill,  that  we  ought  to 
go  right  back  over  and  do  the  same  thing  over  again.  You  would 
not  ask  that  ? 

Mr.  Anderson.  I  have  heard  enough  here  already  in  the  last  hour 
and  a  half  to  make  me  pretty  sure  of  the  fact  that  this  is  not  the  kind 
of  thing  we  ought  to  ramrod  through.  You  think  it  has  been  around 
21  years. 

Mr.  Patman.  Do  not  look  upon  it  with  suspicion.  Look  upon  the 
good. 

Mr.  Anderson.  The  American  Bankers  Association  are  for  it.  I 
have  got  to  be  suspicious. 

Mr.  Patman.  I  am  glad  you  are  on  my  side. 

Mr  Pepper.  Let  us  say  I  did  not  know  the  Republicans  had  that 
regard  for  the  national  bankers. 

Mr.  Anderson.  We  have  listened  to  that  point  of  view  so  loim  now 
at  this  table,  Mr.  Pepper,  it  has  begun  to  affect  me. 

Mr.  Pepper.  I  thought  you  got  along  pretty  well  with  the  bankers. 

Mr.  Patman.  They  could  be  right  one  time  now  and  then. 

Mr.  Anderson.  I  have  been  talked  to  within  the  last  few  days  Mr 
Patman,  by  representatives  of  the  Farmers  Union  whose  views  .are 
generally,  I  think,  about  as  liberal  as  the  gentleman  from  Texas. 

Mr.  Patman.  I  am  usually  in  accord  with  their  views. 

Mr.  Anderson.  They  tell  me  that  this  is  going  to  raise  the  interest 
rates,  that  the  farmers  in  my  district,  and  maybe  even  in  yours  may 

end  up  paying  more  on  some  Government  loans.  ‘  ’ 

Mr.  Patman.  This  will  not  do  it.  The  Federal  Reserve  has  already 
done  that.  Back  in  December,  the  Federal  Reserve  Board  raised  in¬ 
terest  rates  37i/2  percent  ;  37y2  percent.  You  do  not  see  that  in  print 
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much.  They  did  raise  interest  rates  on  the  rediscount  rate  of  the  12 
Federal  Reserve  banks. 

Mr.  Anderson.  You  were  opposed  to  that  as  I  recall  it  ? 

Mr.  Patman.  Why  certainly. 

Mr.  Anderson.  Are  you  not  opposed  to  the  fact  that  this  is  going 
to  tack  on  another  half  percent  ? 

Mr.  Patman.  No;  it  will  not  tack  on  anything  more.  The  Federal 
Government  is  fixing  the  rates  in  this  country.  This  is  either  a  good 
principle  of  selling  off  Government  assets  or  not.  It  is  either  a  good 
principle  or  not  a  good  principle.  If  it  is  a  good  principle,  and  I 
think  it  is,  the  rates  have  to  conform. 

Mr.  Anderson.  I  cannot  see - 

Mr.  Patman  (continuing).  To  the  present-day  rates. 

Mr.  Anderson.  I  do  not  see  that  this  represents  a  sale  of  assets. 

Mr.  Patman.  The  rates  do  not  enter  into  this  thing.  The  principle 
involved  is  selling  off  Government  assets.  If  you  sell  them,  you  have 
to  make  your  rate  conform  to  the  going  rate  of  interest. 

Now,  I  am  assured  by  the  Bureau  of  the  Budget  and  the  Secretary 
of  the  Treasury,  and  others  that  were  concerned  with  this  bill,  that 
they  would  not  think  about  selling  participations  where  the  rate  was 
greatly  in  excess  of  the  going  rate.  They  say  one-half  of  1  percent. 
They  certainly  never  go  above  that.  And  that  would  be  a  wonderful 
thing  for  this  Government,  if  they  could  sell  all  these  securities  off 
at  not  more  than  one-half  of  1  percent  and  let  the  private  sector  get, 
it.  Why  it  would  be  a  wonderful  thing. 

The  Chairman.  Any  other  questions  ? 

Mr.  Anderson.  In  your  judgment,  did  the  action  of  the  Federal 
Reserve  Board  that  you  refer  to  have  anything  to  do  with  the  high 
rates  of  yield  on  these  previous  sales  of  participation - 

Mr.  Patman.  Certainly.  They  made  it  high. 

Mr.  Anderson  ( continuing) .  That  you  refer  to  ? 

Mr.  Patman.  It  is  high,  too.  The  principle  is  good  regardless  of 
the  rate  of  interest.  The  rate  of  interest  is  one  of  the  things  you  have 
to  harmonize  with.  Whether  low  or  high,  that  is  incidental.  The 
rates  are  high ;  yes. 

They  should  not  be  that  high. 

I  think  the  Federal  Reserve  Board  did  a  great  disservice  to  our 
country  when  they  raised  the  rediscount  rates  from  4  to  414,  which  is 
12y2  percent,  or  the  other  rates,  regulation  Q,  from  4i/2  to  5 y2,  which 
was"  22.2  percent.  That  was  wrong,  too.  But  the  worst  of  all,  in 
order  to  bail  out  a  few  banks  that  had  bought  these  certificates  of  de¬ 
posit,  they  had  to  meet  quickly  and  hurriedly  in  December  and  raise 
those  rates  from  4  to  0/2  percent.  That  was  a  disastrous  rate — 3714 
percent — and  they  did  it  for  the  purpose  of  bailing  out  a  few  banks 
that  had  induced  these  corporate  funds  to  quit  bidding  on  short-term 
Government  securities.  They  wanted  them  out  of  that  market. 
They  wanted  them  out  of  that  bidding.  Why  ?  Because  they  wanted 
the  short-term  rate  to  go  up  and  by  getting  them  in  CD's,  something 
that,  is  not  traditional  in  the  banking  system  at  all,  they  do  not  belong 
in  the  banking  system.  But  they  induced  them,  instead  of  buying 
short-term  Governments,  to  buy  CD's  at  4  percent,  which  would  give 
them  a  big  windfall,  a  big  bonus,  overlooking  the  fact  that  the  short 
terms  would  go  up  and  then  the  CD  s  would  go  up  and  there  would 
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be  a  race  between  short  term  and  CD’s  and  then  they  were  compelled, 
they  said,  to  increase  the  rate  so  that  these  banks  could  roll  these  de¬ 
posits  over,  $161/2  billion  worth  of  them.  They  were  caught  short,  and 
they  had  to  do  something  for  them  quickly. 

That  is  the  reason  for  that  action  in  December,  to  save  a  few  banks 
in  the  country  that  had  gone  into  the  CD’s  and  they  should  never 
have  gone  into  them.  They  do  not  belong  in  the  banking  system 
at  all. 

Mr.  Anderson.  I  do  not  know  how  we  got  into  all  that,  but,  Mr. 
Patman,  do  you  think  the  FNMA  is  subject  to  the  debt  limitation 
laws,  the  Liberty  Bond  Act  of  1917,  that  we  extend  periodically  around 
here  ?  Is  it  under  that  limitation  at  all  ? 

Mr.  Patman.  No.  That  is  Treasury,  you  see.  There  are  a  lot  of 
things  not  under  that. 

Mr.  Anderson.  So,  any  obligations  that  are  assumed  or  taken  on 
by  FNMA,  this  pooling  and  sale  of  participations - 

Mr.  Patman.  They  are  just  not  included,  just  like  the  money  you 
have  in  your  pocket. 

Mr.  Anderson.  Do  you  think  the  debt  limit  will  mean  anything  any 
more  around  here  ? 

Mr.  Patman.  Yes;  the  debt  limit  is  very  plain.  The  law  is  very 
plain. 

Mr.  Anderson.  But  if  you  transfer  these  obligations,  general  obli¬ 
gations  of  the  Federal  Government,  and  they  become  obligations  of 
the  FNMA,  and  it  is  not  subject  to  the  debt  limit  act,  is  this  not  just 
blowing  the  lid  off  of  the  debt  ceiling  altogether? 

Mr.  Patman.  Of  course,  there  are  FNMA  and  SBA,  all  of  them, 
limited  by  debt,  ceilings.  You  see,  the  debt  ceiling  does  not  include 
everything.  There  is  $33  billion  worth  of  Federal  Reserve  notes  out¬ 
standing.  Now,  they  are  just  the  same  as  the  Government  bond 
except  that  they  do  not  provide  for  interest.  They  are  Government 
direct  obligations.  They  are  not  in  the  debt  limit,  because  they  are 
not  an  interest-bearing  debt. 

You  take  the  bonds  that  have  expired,  say,  2  years  ago,  that  people 
had  not  cashed.  They  are  not  carried  in  the  debt  limit  because  they 
are  not  an  interest-bearing  obligation.  So  the  debt  limit  only  in¬ 
cludes  interest-bearing  debts  of  the  U.S.  Government. 

Mr.  Anderson.  But  this  is  an  obligation - 

Mr.  Pepper.  Issued  directly  by  the  Government. 

Mr.  Patman.  That  is  right. 

Mr.  Anderson.  You  say  FNMA  has  unlimited  borrowing  power. 

Mr.  Patman.  No.  Drawing  power.  I  did  not  say  borrowing. 

Mr.  Anderson.  I  will  amend  that.  Drawing  power.  If  that  is 
the  case,  do  you  not  think  we  ought  to  be  concerned  about  the  total 
obligation  of  FNMA  ? 

Mr.  Patman.  It  would  be  subject  to  the  deft,  the  drawing  power. 

Mr.  Anderson.  It  will  be  subject  to  what  ? 

Mr.  Patman.  The  debt.  The  national  debt.  What  they  draw  is 
subject  to  the  national  debt.  They  have  not  had  to  draw'  any  yet. 

The  Chairman.  Is  that  all,  Air.  Anderson  ? 

Are  you  through  ? 

Mr.  Anderson.  Yes. 

The  Chairman.  Air.  Delaney  ? 
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Mr.  Delaney.  No  questions. 

The  Chairman.  Mr.  Martin  ? 

Mr.  Martin.  I  would  like  to  ask  one  question. 

You  constantly  reiterated  that  title  is  not  passed  in  the  sale  of  these 
obligations. 

I  would  like  to  quote  here  from  a  colloquy  between  Mr.  Clawson  and 
Mr.  Barr.  Mr.  Barr  is  the  Under  Secretary  of  the  Treasury. 

Mr.  Clawson.  Now.  I  would  like  to  know  at  this  point  about  the  ownership 
of  this  instrument  and  is  there  actually  a  passing  of  title  to  the  private  investor 
in  the  held? 

Mr.  Bake.  Title  does  not  pass  to  the  private  investor. 

Mr.  Patman.  That  is  right. 

Mr.  Martin.  “The  beneficial  interest.” 

Mr.  Patman.  That  is  right. 

Mr.  Martin.  That  is  contrary  to  what  you  have  been  saying. 

Mr.  Patman.  No.  Legal  title  is  passed  to  FNMA.  FNMA  sells 
participations,  just  like  a  mutual  fund,  exactly. 

Mr.  Pepper.  All  the  investor  has  is  the  certificate. 

The  Chairman.  Is  that  all? 

Mr.  Martin.  Yes. 

The  Chairman.  Mr.  O’Neill,  any  questions? 

Mr.  O’Neill.  No  questions. 

The  Chairman.  Mr.  Pepper? 

Mr.  Pepper.  No  questions. 

The  Chairman.  Mr.  Young? 

Mr.  Young.  No  questions,  Mr.  Chairman. 

The  Chairman.  Mr.  Quillan? 

Mr.  Quillan.  No  questions. 

The  Chairman.  Mr.  Latta? 

Mr.  Latta.  No  questions. 

Mr.  Smith  of  California.  Could  I  ask  one  more? 

Under  the  SBA  loans,  we  had  a  lot  of  six-by-six  loans.  They  pay  a 
certain  interest,  414,  or  something  like  that.  There  is  language  on  the 
note  that  says  if  it  is  sold  to  any  third  party  the  interest  rate  goes  to 
6  percent.  And  a  lot  of  these  have  been  sold  to  banks,  and  then  the 
bank  notifies  the  borrower  that  he  has  to  pay  the  6  percent.  Of 
course,  he  has  not  read  that  in  the  note,  and  he  is  mad  about  doing  it. 
So,  normally,  the  banks  say,  “They  are  generally  sold  anyway,  and 
you  are  our  customer.” 

Now,  with  these  notes  that  they  have  like  that  in  the  SBA,  when 
they  are  transferred  to  FNMA,  is  the  borrower  in  each  one  of  those 
instances  going  to  pay  interest  at  6  percent? 

Mr.  Patman.  I  would  say  no.  What  you  are  talking  about  is  the 
rate  of  private  contract  between  parties,  between  SBA  and  the  local 
bank  or  the  local  moneylender. 

Mr.  Smith  of  California.  This  is  in  the  SBA  note. 

Mr.  Patman.  They  agree  on  things  there  which  they  have  the  right 
to  agree  on.  This  will  not  apply  where  the  legal  title  goes  to  FNMA, 
and  they  sell  only  participation.  They  do  not  sell  the  legal  title. 

Mr.  Smith  of  California.  That  is  your  opinion.  Do  you  have  any 
testimony  to  that  at  all? 

Mr.  Patman.  My  opinion — what  is  that? 
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Mr.  Smith  of  California.  Do  you  have  any  testimony  as  to  that, 
anvwhere  ? 

Mr.  Patman.  It  is  well  known.  You  see,  we  have  gone  into  all 
facets  of  this  thing. 

Mr.  Smith  of  California.  Did  you  know  that  these  notes  carry  that 
provision  when  they  are  sold  to  the  bank1!! 

Mr.  Patman.  I  know  it.  I  did  not  like  it  a  darn  bit. 

Mr.  Smith  of  California.  Banks  do  not  like  it  either.  That  is 
what  the  note  says. 

Mr.  Patman.  Yes.  I  do  not  like  it  a  darn  bit,  but  they  have  been 
doing  it.  But  it  will  not  apply  in  this  case. 

Mr.  Smith  of  California.  In  your  opinion. 

The  Chairman.  Thank  you,  Mr.  Patman. 

Mr.  Patman.  Thank  you. 

The  Chairman.  Mr.  Hanna  ? 

Mr.  Patman.  Are  you  through  with  us,  J udge  ? 

The  Chairman.  Mr.  Hanna,  do  you  wish  to  testify  ? 

Mr.  Hanna.  Nothing  more  than  I  have  already  stated,  Judge,  and 
I  thank  you  for  the  opportunity. 

The  Chairman.  That  concludes  that  side  of  the  case. 

Mr.  Pepper.  How  much  time  ? 

Mr.  Patman.  We  would  like  to  have  Mr.  Widnall.  How  much 
time? 

Mr.  Widnall.  Say  at  least  4  hours. 

Mr.  Patman.  It  is  satisfactory  with  me,  Mr.  Chairman.  The  other 
bill,  the  small  one,  2  hours  will  be  all  right. 

Mr.  Widnall.  Two  hours. 

Mr.  Patman.  Four  hours  on  the  big  one;  2  hours  on  the  small 
one. 

Mr.  Pepper.  Did  you  want  to  waive  a  point  of  order  on  one  ? 

Mr.  Patman.  Just  one. 

The  Chairman.  About  waiving  the  points  of  order,  we  want  to  talk 
to  you  further  about  that. 

Mr.  Patman.  Mr.  Widnall,  how  would  you  feel  about  asking  the 
judge  to  put  them  together  and  have  them  both  at  one  time? 

Mr.  Widnall.  I  would  rather  have  them  separate. 

Mr.  Patman.  All  right.  Separate.  Four  hours  on  one.  Two  on  the 
other. 

Mr.  Young.  F our  hours  on  one  bill  and  two  on  the  SBA. 

The  Chairman.  Mr.  Widnall,  do  you  wish  to  testify  ? 

Mr.  Widnall.  Yes,  I  do. 

The  Chairman.  Mr.  Patman  ? 

Mr.  Patman.  Yes,  sir. 

The  Chairman.  Before  you  leave,  you  wanted  to  waive  points  of 
order  ? 

Mr.  Patman.  Yes,  sir. 

The  Chairman.  We  have  had  a  great  many  requests  for  waiving 
points  of  order,  and  we  are  a  little  impatient  about  having  to  waive 
points  of  order  on  every  bill  that  comes  up  here  that  ought  to  be 
drawn  in  order,  and  we  want  to  know  specifically- — vou  said  there  is 
one  item  that  was  subject  to  a  point  of  order.  Will  you  give  us 
a  memorandum  on  it  ? 

Mr.  Patman.  We  will  give  you  a  memo,  Judge. 
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The  Chairman.  Yes,  on  this  specific  point. 

Mr.  Patman.  And  the  Parliamentarian  is  acquainted  with  it.  I 
talked  to  him  about  it. 

The  Chairman.  Yes.  We  will  probably  consider  giving  you  a 
point  of  order  on  the  one  question. 

Mr.  Patman.  Yes,  sir ;  that  is  right. 

The  Chairman.  But  on  all  questions,  we  ruled  that  out  the  other 
day. 

Mr.  Patman.  V ery  satisfactory. 

The  Chairman.  Mr.  Widnall. 

STATEMENT  0E  HON.  WILLIAM  B.  WIDNALL,  A  MEMBER  OF  CON¬ 
GRESS  FROM  THE  SEVENTH  DISTRICT  OF  THE  STATE  OF  NEW 

JERSEY 

Mr.  Widnall.  Mr.  Chairman,  first  of  all,  I  would  like  to  say - 

The  Chairman.  Just  a  moment. 

We  have  a  good  deal  of  business  ahead  of  us.  I  would  like  to  go 
along  with  this  a  little  while  if  the  members  are  willing. 

Go  ahead,  Mr.  Widnall. 

Mr.  Widnall.  Mr.  Chairman,  first  of  all,  I  would  like  to  urge  the 
viewpoint  that  we  should  not  waive  all  points  of  order  on  this  bill. 
I  think  it  is  extremely  important  to  allow  points  of  order  to  be  raised 
against  it.  I  hope  you  will  give  it  full  consideration.  You  have 
indicated  that  you  will. 

Mr.  Patman  said  there  is  nothing  back  door  about  this  bill,  that  the 
Appropriations  Committee  had  complete  control  over  the  amount 
to  be  spent. 

Pages  6  and  7  of  the  bill  do  not  agree  with  this.  I  call  your  attention 
to  it. 

The  Appropriations  Committee  will  have  control  only  over  the 
amount  of  assets  to  be  pooled  with  FNMA.  Once  this  approval  is 
secured  with  no  expenditure  of  funds,  then  a  permanent  and  in¬ 
definite  appropriation  is  created  on  the  books  of  the  Treasury  from 
which  untold  millions  of  taxpayers’  dollars  can  be  drawn  at  any  time 
in  any  fiscal  year  without  any  action  by  the  Appropriations 
(Committee. 

This  cannot  be  disputed. 

Lines  1  through  7  on  page  7  of  the  bill  create  the  unlimited  appro¬ 
priations. 

This  is  not  backdoor  spending;  we  can  call  it  trapdoor  spending. 

Mr.  O'Neill.  Pardon  me,  Mr.  Chairman. 

Judge,  Mr.  Widnall  says  he  is  going  to  be  an  hour.  What  are 
your  plans? 

The  Chairman.  I  am  at  the  pleasure  of  the  committee  and  the 
witnesses. 

What  do  you  all  want  to  do  ? 

(Discussion  off  the  record.) 

The  Chairman.  We  will  come  back  at  2 :15. 

(Whereupon,  at  12:10  pan.,  Wednesday,  May  4,  1966,  the  committee 
recessed  to  reconvene  at  2 : 1 5  pan.  of  the  same  day.) 
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AFTERNOON  SESSION 

The  Chairman.  Mr.  Widnall,  we  will  be  glad  to  hear  from  you. 

STATEMENT  OE  HON.  WILLIAM  B.  WIDNALL,  A  REPRESENTATIVE 
IN  CONGRESS  FROM  THE  SEVENTH  CONGRESSIONAL  DISTRICT 
OF  THE  STATE  OF  NEW  JERSEY— Resumed 


Mr.  Widnall.  Mr.  Chairman,  I  was  speaking  of  the  fact  that  once 
this  bill  goes  through,  we  are  going  to  lose  control  through  the  appro¬ 
priation  process  over  millions  and  millions  of  dollars  of  expenditures 
of  many  of  these  programs  that  are  in  existence  today,  because  Fannie 
Mae  can  be  used  as  the  instrument  for  a  revolving  fund  without  any 
control  and  review  by  the  Congress.  I  don’t  believe  you  will  find  in  the 
language  of  the  bill  a  limitation  on  the  ability  to  do  these  things. 

The  Chairman.  You  don’t  think  it  is  in  the  bill  ? 

Mr.  Widnall.  No,  I  do  not  believe  so. 

The  Chairman.  How  are  they  going  to  do  it  if  they  are  not  author- 
ized?  That  is  what  has  been  bothering  me.  The  bill  is  so  vague 
that  I  am  trying  to  find  out  just  what  the  bill  provides. 

Mr.  Widnall.  As  I  understand  it,  Mr.  Chairman,  this  bill  author¬ 
izes  unlimited  authorization  for  the  future  as  far  as  use  of  these  funds 
is  concerned. 

The  Chairman.  F or  the  use  of  these  funds  ? 

Mr.  Widnall.  They  may  be  used  without  any  control  over  future 
expenditures. 

The  Chairman.  It  authorizes  an  appropriation  but  it  is  right  vague 
about  any  legal  authorization  for  the  appropriation.  That  is  what  I 
wanted  to  know.  Do  they  have  to  have  authorizations  for  each  appro¬ 
priation  or  can  they  just  go  on  and  appropriate  it? 

Mr.  Widnall.  It  seems  to  me  from  what  we  have  in  here,  and  I 
think  it  is  on  pages  6  and  7,  beginning  at  the  bottom  of  the  page  on 
line  24 — ■ 


such  an  authorization  in  an  appropriation  act  shall  establish  on  the  books  of 
the  Treasury  as  an  appropriations  such  sums  as  may  be  necessary  from  time 
to  time  to  enable  the  trustor  to  pay  the  trustee  such  insufficiency  as  the  trustee 
may  require  on  account  of  outstanding  beneficial  interest  or  participations.  Such 
trustor  shall  make  timely  payments  to  trustee  from  such  appropriation. 


The  Chairman.  From  where  are  you  reading. 

Mr.  Widnall.  This  is  the  bottom  of  page  6  of  the  bill. 

The  Chairman.  Page  6,  line  6  ? 

Mr.  Madden.  What  page  ? 

Mr.  Widnall.  Six. 

The  Chairman.  “Whenever  the  issuance”  and  so  forth,  line  22. 
How  do  you  construe  that  ? 

Mr.  Widnall.  Unlimited  appropriations,  unlimited  amount.  I 
think  as  far  as  the  minority  is  concerned,  if  we  were  absolutely  assured 
that  there  was  control  of  authorization  and  appropriation,  this 
wouldn’t  be  a  particular  problem  with  the  bill.  There  are  some  other 
things  in  connection  with  it,  but  this  is  a  big  stumbling  block  in  con¬ 
nection  with  it. 

The  Chairman.  Have  you  prepared  or  suggested  to  the  committee 
an  amendment? 


PRIVATE  FINANCING  OF  CREDIT  NEEDS1 


37 


Mr.  Widnall.  I  think  we  have  something  that  might  effect  the 
change.  It  would  probably  take  the  form  of  striking  out  what  is 
here  and  saying  “there  are  appropriated  to  the  trustors  such  funds. 

The  Chairman.  I  assumed,  and  the  bill  is  so  vague,  but  I  assumed 
that  this  would  be  an  appropriation  for  funds  for  any  group  of  notes 
that  were  going  to  be  offered  for  sale,  not  a  whole  blanket  for  the  whole 
$30  billion. 

Mr.  Widnall.  That  is  true. 

The  Chairman.  Do  you  understand  that  it  will  all  come  in  one 
appropriation,  the  whole  thing  ? 

Mr.  Widnall.  No  such  understanding.  I  would  like  to  read  what 
I  said  before : 

I  believe  the  Appropriations  Committee  will  have  control  only  over  the  amounts 
of  assets  to  be  pooled  with  Fannie  Mae,  and  once  the  approval  is  secured,  with  no 
expenditure  of  funds,  then  a  permanent  and  indefinite  appropriation  is  created 
on  the  books  of  the  Treasury  from  which  untold  millions  of  taxpayer  dollars  can 
be  drawn  at  any  time  in  any  fiscal  year  without  any  action  by  the  Appropriations 
Committee. 

Now  that  is  a  strong  statement,  and  I  would  like  to  be  disproven  in 
making  that  statement  if  any  one  cares  to  try. 

The  Chairman.  I  think  that  is  pretty  obvious.  In  other  words,  the 
way  the  thing  is  worded,  they  have  got  to  get  an  appropriation  before 
they  can  set  up  a  trust. 

Mr.  Widnall.  Not  appropriation  but  approval  for  pooling  assets. 

The  Chairman.  Approval  for  what  ? 

Mr.  Widnall.  Approval  of  pooling. 

The  Chairman.  What? 

Mr.  Widnall.  Approval  of  pooling,  not  approval  of  appropriation. 
Approval  of  pooling  certain  assets. 

The  Chairman.  No,  I  don't  think  they  claim  that.  I  think  they 
claim  that  it  is  going  to  be  appropriated.  That  out  of  this  fund  that  is 
to  be  created  from  time  to  time  they  will  have  new  pools,  new  issues  of 
participation,  and  that  before  they  can  do  that,  they  have  got  to  have 
in  each  case  an  appropriation,  and  that  is  the  thing  that  bothers  me, 
because  it  is  so  vague. 

Mr.  Widnall.  Mr.  Chairman,  I  don’t  believe  that  is  true. 

The  Chairman.  What  do  you  think  is  true  ? 

Mr.  Widnall.  I  agree  with  you  that  it  is  very  vague,  but  I  do  believe 
that  it  would  create  unlimited  appropriations  by  the  language  that  is 
used  here  in  the  bill  today,  that  you  would  not  have  to  come  back  to  the 
Appropriations  Committee. 

Idie  Chairman.  You  mean  that  just  one  appropriation  would  take 
care  of  the  whole  kit  and  caboodle  ? 

Mr.  Widnall.  Just  approval  of  the  pooling  of  the  assets. 

The -Chairman.  You  talk  about  approval  of  by  the  Appropriations 
Committee.  The  Appropriations  Committee  can’t  finally  approve 
anything.  Congress  has  got  to  do  it.  You  agree  with  that,  don’t  you  ? 

Mr.  Widnall.  They  would  be  doing  it  by  this  bill. 

The  Chairman.  Oh,  no. 

Mr.  Widnall.  This  is  it,  I  think,  for  the  future,  what  goes  through 
in  this  bill. 

The  Chairman.  Go  back  to  page  4  and  let’s  get  that  straight. 

Mr.  Widnall.  It  was  page  6  that  we  were  talking  about  before. 

62-668 — 66 - 6 
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The  Chairman.  Well,  “Beneficial  interests  or  participations  shall 
not  be  issued  for  the  account  of  any  trustor,”  which  indicates  that  there 
is  going  to  be  more  than  one  appropriation,  “in  an  aggregate  principal 
amount  greater  than  is  authorized  with  respect  to  such  trustee  in  an 
appropriation  act.” 

Now  that  means  that  it  has  got  to  be  in  an  appropriation  act,  and 
you  don't  have  an  appropriation  act  until  Congress  passes  it;  am  I 
right  ? 

Mr.  Widnall.  As  I  understand  it,  it  is  the  approval  of  the  pool. 
Now  they  do  not  have  to  come  back  to  Congress  for  the  payment  of 
interest  on  the  national  debt.  This  becomes  sort  of  a  national  debt 
transaction  where  they  have  got  to  pay  the  interest,  and  this  is  auto¬ 
matic  without  going  back  to  an  Appropriations  Committee.  The 
Appropriations  Committee  doesn’t  appropriate  for  interest. 

The  Chairman.  All  right ;  go  ahead. 

Mr.  Widnall.  Now  some  mention  was  made  about  past  action  under 
the  Eisenhower  administration.  I  think  some  distinctions  should  be 
drawn  for  the  benefit  of  the  committee  because  there  can  be  a  very 
understandable  misunderstanding  with  respect  to  this,  if  you  don’t  go 
back  and  look  at  the  record.  The  original  sales  under  the  Eisenhower 
administration  were  the  sale  of  assets  and  a  genuine  sale  with  transfer 
of  title.  This  bill  does  not  do  it.  Title  to  the  assets — the  Eisenhower 
program  didn’t  go  around  the  budget.  This  bill  does.  There  are 
several  other  differences.  But  if  the  bill  before  us  does  no  more  than 
the  Eisenhower  program,  then  why  do  we  need  the  bill?  We  have — 
and  I  want  to  emphasize  this,  Mr.  Chairman,  I  would  like  to  emphasize 
this — the  minority  party  has  not  and  still  does  not  oppose  the  actual 
sale  of  marketable  assets.  This  must  be  made  clear. 

But  we  do  oppose  any  phony  sale  of  nonmarketable  assets  which 
serves  to,  first,  run  around  the  appropriations  process,  run  around  the 
statutory  4%  percent  interest  rate  on  bonds,  and  that  is  important, 
4f4  I  mean,  run  around  the  budget,  the  debt  limit,  and  further,  and  I 
think  this  is  extremely  important,  tighten  the  home  mortgage  market, 
which  is  extremely  tight  at  the  present  time. 

Now  apropos  of  that  I  think  you  will  be  rather  interested  in  this.  I 
am  a  member  of  the  Joint  Economic  Committee.  I  was  over  at  some 
hearings  during  the  past  week.  We  have  had  before  us  those  who 
manage  the  pension  funds  of  a  number  of  the  unions,  and  we  have  had 
testimony  as  to  what  they  invest  in  with  respect  to  the  unions.  Those 
who  testified  for  the  Carpenters  Union  said  that  they  had  60  percent 
of  the  assets  of  the  pension  fund  invested  in  Government  securities 
and  bonds  on  which  they  were  receiving  a  return  of  4%  percent. 

I  said  to. them,  “Have  you  looked  into  this  participation  sales  pro¬ 
gram  that  is  now.  in  the  offing  in  the  Congress,  and  do  you  think  you 
will  be  interested  in  it?” 

The  witness  said  they  had  just  found  out  about  it  in  talking  to  an¬ 
other  union,  who  had  just  purchased  some  of  the  guaranteed  debentures 
that  have  gone  out  of  the  Small  Business  Administration,  and  the 
other  union  told  them  they  were  buying  every  blessed  one  they  could 
get, 

I  said  “doesn't  that  mean  then  that  you  would  probably  get  rid  of 
your  4%-percent  Government  securities  and  go  into  a  program  where 
you  are  going  to  get  5%  to  5%  percent,  as  they  did  under  the  sale  of 
the  debentures  under  the  small  business  program  ?” 
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He  said,  “Yes,  we  probably  would.”  This  is  certainly  robbing  Peter 
to  pay  Paul.  The  taxpayers  are  certainly  ending  up  with  paying 
considerably  higher  interest,  and  I  think  it  is  a  very  interesting  thing 
to  be  taken  into  consideration  with  respect  to  the  entire  program. 

Mr.  Patman,  our  distinguished  chairman,  said  when  he  testified, 
that  SB  A  had  sold  the  cream  of  securities.  Well,  now  if  they  sold 
the  cream  of  securities  under  this  program,  I  don’t  know  how  many 
members  of  the  committee  are  aware  of  it,  but  they  sold  them  at  91.68 
cents  on  the  dollar.  They  received  $91.68  for  every  $100  of  assets  in 
connection  with  this  sale - 

The  Chairman.  Sold  them  at  a  discount  ? 

Mr.  Widnall.  That  is  exactly  what  took  place. 

The  Chairman.  Are  they  guaranteed  by  the  Government  ? 

Mr.  Widnall.  By  SB  A.  But  they  are  saying  you  have  unlimited 
call  upon  the  Treasury.  That  is  a  Government  agency,  and  it  has  the 
full  guarantee  even  though  it  is  not  written  in  the  prospectus. 

Now  there  is  a  very  interesting  thing  in  connection  with  the  way 
these  were  sold,  while  I  am  talking  about  that,  not  SBA  but  Fannie 
Mae.  Here  is  the  prospectus  in  connection  with  the  sale  of  participa¬ 
tion  certificates  in  the  Government  mortgage  liquidation  trust  of 
Fannie  May  on  four  different  occasions,  one  dated  October  1964,  one 
June  15,  1965,  one  dated  November  16,  1965,  and  one  dated  March 
16,  1966.  These  participation  certificates  were  sold  through  four 
underwriters,  Merrill  Lynch,  Pierce,  Fenner  &  Smith,  Salomon  Bros. 
&  Hutzler,  First  Boston  Corp.,  and  Morgan  Guaranty  Trust  Co.  of 
New  York. 

On  the  first  issue  Merrill  Lynch  is  listed  first,  on  the  second  they 
have  changed  the  order,  Salomon  Bros.  &  Hutzler  moved  up  to 
first,  and  Merrill  Lynch  at  the  bottom.  The  next  one  First  Boston 
Corp.  first,  Salomon  Bros,  goes  down  to  the  end,  next  one  Morgan 
Guaranty  Trust  of  New  York  first,  and  the  First  Boston  Corp.  at  the 
bottom  of  the  list.  These  four  are  the  ones  who  are  evidently  involved 
completely  in  the  sale  of  these  Fannie  May  certificates,  and  in  the  sale 
of  the  SBA  certificates  Salomon  Bros.  &  Hutzler  just  sold  I  believe 
$110  million  under  a  negotiated  contract  without  any  bids  on  the  part 
of  those  who  might  handle,  and  actually  I  think  the  record  will  prove 
this,  that  both  the  chairman  and  I  thought  it  was  an  outrageous  setup, 
the  way  this  had  been  determined,  and  as  to  what  had  taken  place, 
and  it  had  reached  the  point  where  with  our  hearings  on  the  Senate 
bill,  and  I  will  have  to  look  for  the  number  of  it,  Senate  2499,  it  reached 
the  point  where  we  adjourned  our  hearings  on  it,  and  the  staff  was 
instructed  to  look  into  this  sour  situation,  and  to  conduct  staff  hear¬ 
ings  on  it. 

Now  let  me  point  this  out  to  you.  These  staff  hearings  were  held. 
We  have  cut  off  hearings  on  Senate  2499.  It  was  our  understanding 
on  the  minority  side  that  there  would  be  no  further  hearings  on  this, 
and  that  this  bill  would  be  abandoned.  This  was  not  directly  said 
by  the  chairman,  but  this  was  our  understanding,  because  it  just  didn’t 
seem  to  be  working  out  right,  and  it  seemed  to  have  a  little  bit  of  a 
sour  odor. 

The  Chairman.  The  chairman  is  asking  for  a  rule  on  that  bill. 

Mr.  Widnall.  I  know,  but  I  just  want  to  bring  you  up  to  date  from 
our  side  as  to  our  understanding.  We  are  now  considering  S.  2499  and 
H.R.  14544. 
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Mr.  Anderson.  Could  I  interrupt  with  a  real  quick  question.  Was 
S.  2499  voted  out  in  this  same  session  ?< 

Mr.  Widnall.  After  the  other  bill. 

Mr.  Anderson.  But  at  the  same  time. 

M r.  Widnall.  At  the  same  time. 

The  Chairman.  Let  me  ask  a  question.  Those  sheets  that  you  held 
up  here  and  talked  about  a  while  ago,  what  was  the  matter  with  that, 
the  price  they  were  sold  at  or  what  ? 

Mr.  Widnall.  Oh,  no ;  no.  I  was  going  to  go  on  to  that. 

The  Chairman.  You  said  you  and  the  chairman  agreed  that  it  was 
an  outrageous  thing  to  do. 

Mr.  Widnall.  No,  not  on  these. 

The  Chairman.  Well,  what  was  the  point  of  those?  I  missed  it. 

Mr.  Widnall.  I  did  not  finish  with  respect  to  this.  I  was  coming 
back  to  it.  The  participation  certificates  were  sold  in  denominations 
of  $5,000,  $10,000,  $25,000,  $100,000,  $500,000  and  $1  million. 

The  Chairman.  Yes? 

Mr.  Widnall.  $10,000,  $25,000  up  to  $1  million,  $10,000  up  to  $1 
million,  $10,000  up  to  $1  million. 

The  Chairman.  Yes. 

Mr.  Widnall.  It  would  certainly  seem,  I  would  say  no  small  in¬ 
vestor  sale  as  far  as  the  sale  of  these  certificates  was  concerned.  It 
would  seem  to  me  this  is  a  big  bankers  sale,  a  real  big  operation  that 
takes  care  of  the  big  bankers  on  a  fine  interest  rate  basis. 

The  Chairman.  I  would  gather  that  such  things  as  insurance  com¬ 
panies  would  invest  in  them  heavily. 

Mr.  Widnall.  They  might  also,  but  there  is  no  denomination  on  a 
Federal  Reserve  note  higher  than  $10,000, 1  think,  Judge.  It  seems  to 
me  that  when  you  are  talking  about  million-dollar  participations  you 
talk  big  money  and  big  interest  in  connection  with  it. 

The  Chairman.  I  think  that  you  gentlemen  ought  to  agree  and  we 
ought  to  be  informed  and  everybody  ought  to  be  informed  as  to  what 
extent  the  Federal  Government  guarantees  the  payment  of  principal 
and  interest  on  these  certificates.  Now  the  ones  that  were  sold  and 
shown  here  this  morning,  that  specifically  said  that  they  were  not 
guaranteed - 

Mr.  Young.  Mr.  Chairman,  would  you  yield  at  that  point?  I  have 
here,  and  I  ask  that  a  copy  be  made  of  it,  an  excerpt  from  the  United 
States  Code  annotated  touching  on  the  general  law  with  regard  to 
Fanny  May  and  its  authority  to  draw  on  the  Treasury  of  the  United 
States  on  its  obligations  in  the  furtherance  of  the  law.  I  am  not  going 
to  take  the  committee’s  time  but  I  ask  that  a  copy  be  made  of  it  because 
I  think  that  pretty  well  answers  the  question  that  you  have  just  asked, 
Mr.  Chairman. 

It  is  really  contained  in  the  authority  that  Fannie  Mae  has  to  call 
upon  the  Treasury  to  meet  its  obligations. 

The  Chairman.  Then  why  do  they  sell  them  saying  that  they  are  not 
guaranteed  ? 

Mr.  Y  oung.  I  didn’t  get  your  question,  sir. 

The  Chairman.  Why  do  they  put  out  a  prospectus  for  the  sale  of 
*  hose  participation  certificates  and  specifically  say  that  they  are  not 
guaranteed  by  the  Federal  Government? 

Mr.  Young.  Well,  Judge,  I  don’t  know  that  I  can  answer  that.  I 
presume  it  is  because  they  are  not - 
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The  Chairman.  Don't,  you  think  we  ought  to  know. 

Mr.  Young.  Yes,  sir,  I  do  think  we  ought  to  know.  I  certainly  do. 
I  presume  it  is  because  they  are  not  guaranteed  to  the  extent  of  full 
faith  and  credit,  but  Fannie  Mae  has  the  authority  to  draw  on  the 
Treasury  for  sufficient  funds  to  carry  out  its  obligations.  That  is 
another  way  of  saying  guarantee. 

Mr.  Widnall.  In  answer  to  what  you  said,  under  the  basic  law  with 
respect  to  the  creation  of  F annie  Mae,  it  says : 

The  association  shall  insert  appropriate  language  in  all  of  its  obligations  issued 
under  this  subsection  clearly  indicating  that  such  obligations  together  with  in¬ 
terest  thereon  are  not  guaranteed — 

it  is  in  the  law — 

are  not  guaranteed  by  the  United  States  and  do  not  constitute  a  debt  or  obligation 
of  the  United  States  or  of  any  agency  or  instrumentality  of  other  than  the 
Association. 

That  is  in  the  law,  and  in  these  prospectuses  that  were  offered,  they 
merely  say  “timely  payment  of  principal  of  an  interest  on  the  par¬ 
ticipation  certificates  is  guaranteed  by  the  Federal  National  Mortgage 
Association,  a  corporate  instrumentality  of  the  United  States.” 

Mr.  Young.  Judge,  if  the  gentleman  would  yield,  what  they  are  say¬ 
ing  there  is  that  the  full  faith  and  credit  of  the  United  States  is  not 
pledged  as  it  is  on  a  Government  bond  or  on  a  piece  of  currency.  1  ou 
couldn’t  take  one  of  these  mortgages  or  money  certificates  up  to  the 
Treasury  and  say  “I  want  my  money  on  this  thing”  like  you  could  with 
a  dollar  bill  or  a  $10  bill.  It  is  not  guaranteed  to  that  extent. 

But  the  authority  for  Fannie  Mae  to  call  on  the  Treasury  and  draw 
money  from  the  Treasury  to  meet  its  obligations  is  provided  in  the 
general  law.  That  is  the  only  point  I  am  trying  to  make.  That  is 

correct.  . 

Mr.  Widnall.  That  is  right.  But  the  final  thing  on  this  says  the 
participation  certificates,  Mr.  Chairman,  are  not  obligations  of  and  are 
not  guaranteed  by  the  United  States.  This  is  right  up  in  the  heading- 
on  the  prospectus. 

The  Chairman.  That  is  what  I  am  talking  about. 

Mr.  Widnall.  It  is  accordance  with  the  law. 

The  Chairman.  Are  they  guaranteed  or  are  they  not  guaranteed  ? 
Can  anybody  answer  that. 

Mr.  Widnall.  They  are  not  guaranteed  by  the  United  States. 

The  Chairman.  Mr.  Patman  says  they  are  guaranteed.  Now  let 
me  ask  you  one  more  question  if  I  may  to  divert  from  that  for  just  a 
moment.  But  if  these  are  guaranteed,  and  Mr.  Patman  says  they  are, 
and  they  pay  5  percent  interest,  and  Government  bonds - 

Mr.. Widnall.  5.5. 

The  Chairman.  5.5,  and  Government  bonds  pay  4  and  something, 
how  are  you  going  to  sell  Government  bonds  in  competition  with  these 
higher  rate  of  interest  bonds  ? 

Mr.  Widnall.  That  is  a  very  good  question,  Air.  Chairman.  How 
are  you  going  to  sell  them. 

The  Chairman.  You  have  got  to  sell  them. 

Mr.  Widnall.  This  is  a  very  clever  way  of  getting  around  that 
ceiling  of  4.25  percent  on  Government  obligations,  on  bonds. 
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The  Chairman.  Gentlemen,  I  think  this  is  too  important  not  to 
have  a  quorum  here.  There  is  a  quorum  call  on.  I  think  we  will 
have  to  suspend  and  ask  the  witnesses  to  come  back. 

Mr.  Young.  What  time,  Judge? 

The  Chairman.  Maybe  we  had  better  go  over  until  tomorrow 
morning. 

What  do  you  think  ? 

Mr.  Madden.  Tomorrow  morning  is  all  right  with  me. 

Mr.  Young.  10 :30  in  the  morning? 

The  Chairman.  10 :30  in  the  morning. 

(Whereupon,  at  2:50  p.m.,  the  committee  was  adjourned,  to  recon¬ 
vene  at  10 :30  a.m.,  Thursday,  May  5, 1966.) 


TO  PROMOTE  PRIVATE  FINANCING  OF  CREDIT 
NEEDS— TO  AMEND  THE  SMALL  BUSINESS  ACT 


THURSDAY,  MAY  5,  1966 

House  of  Representatives, 

Committee  on  Rules, 

Washington,  D.C. 

The  committee  met,  pursuant  to  recess,  at  10  a.m.,  in  room  H-313, 
the  Capitol,  Hon.  Howard  W.  Smith  (chairman)  presiding. 

Present:  Representatives  Smith  of  Virginia,  Madden,  Delaney, 
Trimble,  Bolling,  O’Neill,  Sisk,  Young,  Pepper,  Smith  of  California, 
Anderson,  Martin  of  Nebraska,  Quillen,  and  Latta. 

The  Chairman.  The  committee  will  be  in  order. 

We  had  Mr.  Widnall  as  a  witness  yesterday. 

Mr.  Widnall,  we  will  continue  the  hearing  on  H.R.  14544. 

If  you  will  come  forward,  please. 

Now,  if  we  can  get  down  to  this  business,  we  can  probably  conclude 
sooner. 

Mr.  Widnall,  do  you  have  any  further  statement  you  wish  to  make 

STATEMENT  OF  HON.  WILLIAM  B.  WIDNALL,  A  MEMBER  IN  CON¬ 
GRESS  FROM  THE  SEVENTH  CONGRESSIONAL  DISTRICT  OF  NEW 

JERSEY — Resumed 

Mr.  Widnall.  Yes,  I  have,  Mr.  Chairman. 

I  would  like  to  begin  by  addressing  myself  to  the  SBA  bill,  the 
Senate  bill,  S.  2499,  which  is  also  before  you. 

I  would  like  to  ask  the  committee  to  keep  this  in  mind.  The  Con- 
o-ress  has  for  many,  many  years,  been  deeply  concerned  about  the 
efforts  to  destroy  the  independence  of  the  Small  Business  Adminis¬ 
tration  and,  in  fact,  many  Democrats  and  Republicans,  both,  have  reg¬ 
istered  their  opposition  to  its  transfer  to  the  Department  of  Com¬ 
merce,  which  was  being  suggested  early  this  year. 

I  know  I  testified  before  a  Senate  committee  earlier  this  year,  at  a 
time  when  Senator  Sparkman  and  others  were  very  much  worried 
about  this. 

Now,  we  have  passed  new  authorizations  for  SBA.  We  have  given 
them  more  than  they  asked  for,  and  I  would  like,  to  emphasize  that. 
They  have  unused  $35  million  in  appropriations  authorizations  for 
this  fiscal  year.  The  Bureau  of  the  Budget  has  never  let  them  come 
in  for  a  supplemental  appropriation.  The  SBA,  and  I  would  like  to 
have  this  emphasized,  has  never  been  turned  down  by  the  Appropria¬ 
tions  Committee.  It  is  being  held  a  hostage  for  the  participation  sales 
bill. 
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Most  important,  if  Congress  loses  its  control  over  annual  appropria¬ 
tions  for  SBA’s  activity,  as  this  bill  would  do,  what  will  Congress  use 
with  the  White  House  as  it’s  bargaining  position  when  and  if  it  is  an¬ 
nounced  that  the  SBA  will  be  transferred  to  the  Department  of  Com¬ 
merce?  I  do  not  think  there  is  anything  left  for  Congress  to  talk 
about  if  we  go  ahead  with  the  new  procedure. 

This  applies  as  well  to  the  House  bill  as  to  the  Senate  bill. 

Now,  to  come  back  to  the  other  bill,  I  still  maintain  that  it  is  possible, 
under  this  participation  sales  bill  to  offer  $33  billion  of  Government- 
held  assets  for  sale  through  this  program,  actually  to  put  into  trustee¬ 
ship  and  sell  the  participation.  It  would  still,  as  I  emphasized  yes¬ 
terday,  permit  the  continuation  of  all  these  programs,  without  an¬ 
other  look  at  it  by  the  Appropriations  Committee.  And  I  think  this  is 
extremely  important,  because  I  do  not  believe  Congress  wants  to  lose 
control — at  least,  the  right  to  review  the  activities  of  all  these  very 
important  Departments  of  the  Government. 

1  find  that  many,  many  groups  have  been  alarmed  by  the  expeditious  M 
action  of  the  committee  on  the  House  bill.  Several  have  spoken  to™- 
me  over  the  last  couple  of  days — the  Farmers  Union,  the  National 
Grange.  They  both  would  have  liked  to  testify  on  it.  In  one  case, 
the  Farmers  Union  asked - 

The  Chairman.  Will  you  suspend  a  moment  ? 

Mr.  Widnall.  Yes,  sir. 

The  Chairman.  Mr.  Patman,  the  chairman  would  like  to  submit  to 
the  committee  an  amendment  which  you  are  probably  familiar  with  in 
a  general  way.  He  thinks  that  perhaps  you  would  like  to  have  that 
amendment  submitted  to  the  committee. 

Mr.  Widnall.  It  was  brought  to  my  attention  this  morning.  There 
was  a  telephone  call  last  night  saying  the  amendment  was  being  pre¬ 
pared.  I  saw  it  just  a  few  moments  ago.  Let  Mr.  Patman  speak  on 
it  first  and  then  I  would  like  to  make  a  comment. 

STATEMENT  OF  HON.  WRIGHT  PATMAN,  A  MEMBER  OF  CONGRESS 
FROM  THE  FIRST  CONGRESSIONAL  DISTRICT  OF  TEXAS 

Mr.  Patman.  Mr.  Chairman,  at  your  suggestion  and  that  of  other 
members  who  were  not  entirely  satisfied  with  the  possibility  that  $33  ft 
billion  of  direct  loans  would  come  within  the  participation  bill,  the™ 
Treasury  last  night  notified  Mr.  Widnall  and  notified  me,  that  they 
would  be  willing  to  spell  this  thing  out.  You  insisted  that  it  should 
be  spelled  out.  And,  of  course,  they  were  impressed  with  that ;  I  was, 
too.  So  it  is  being  spelled  out  here  by  an  amendment. 

Now,  if  it  is  at  the  wrong  place  'in  the  bill,  that  can  be  corrected, 
because  this  will  be  offered  as  an  amendment  on  the  floor  of  the  House 
to  the  right  section.  I  understood  there  is  some  question  about 
whether  or  not  it  is  in  the  right,  section.  But  we  will  get  it  in  the 
right  section,  Mr.  Chairman,  if  it  is  approved. 

Now,  on  page  3,  delete  lines  3,  4,  5,  and  6,  and  substitute  therefor 
the  following : 

(2)  Subject  to  the  limitations  provided  in  paragraph  (4)  of  this  subsection, 
one  or  more  trusts  may  be  established  as  herein  provided  by  each  of  the  follow¬ 
ing  departments  or  agencies — 
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This  is  the  restriction — 

Department  of  Agriculture;  Farmers  Home  Administration;  Department  of 
Health,  Education,  and  Welfare;  Office  of  Education  (with  respect  to  loans 
construction  of  academic  facilities)  ;  Department  of  Housing  and  Urban  De¬ 
velopment  (including  the  Federal  National  Mortgage  Association)  ;  A  eterans’ 
Administration  ;  Export-Import  Bank ;  Small  Business  Administration. 

The  head  of  each  such  department  or  agency  hereinafter — 

And  then  it  continues  on. 

I  feel,  Mr.  Chairman,  that  this  restricts  it  down  to  about  $10 
billion - 

The  Chairman.  I  was  told  $5  billion.  I  was  told  it  would  cut  this 
down  to  $5  billion,  which  is  what  we  have  been  talking  about  that 
would  be  available  for  these  purposes. 

Mr.  Patman.  Well,  for  the  fiscal  year  1967,  it  is  $4.7,  I  believe, 
but  for  this  fiscal  year,  preceding  June  30,  it  would  be  about  $2.3  billion, 
if  my  understanding  is  correct. "  The  exact  figures  are  in  the  budget  on 
page  426,  and  it  is  $3.2  billion  for  1966,  and  $4.7  for  1967. 

Mr.  Widnall.  Mr.  Chairman,  I  do  not  think  it  still  removes  the 
basic  objection  of  mine.  I  feel  it  is  extremely  important  that  this  bill 
be  referred  back  to  committee.  I  do  not  mean  for  further  hearings, 
but  at  least  to  have  the  agency  people  come  up  and  spell  out  exactly 
what  they  want  to  do  on  this,  how  much  is  involved,  so  that  we  know 
where  we  are  going. 

I  do  not  think  the  Rules  Committee  is  the  proper  place  to  be  rewrit¬ 
ing  this  bill.  I  think  there  are  several  other  places  in  the  bill  that 
should  be  looked  at  and  read  line  by  line  in  order  for  us  to  do  some¬ 
thing  that  I  think  Congress  itself,  on  both  sides  of  the  aisle,  would 

like  to  do.  . 

I  realize  we  have  some  basic  problems  in  financing  the  Govern¬ 
ment. 

The  Chairman.  Let  me  ask  you  one  question  right  there. 

You  are  entirely  right  that  we  ought  not  to  be  amending  a  bill  that 
the  Rules  Committee  does  not  know  enough  about.  If  you  and  your 
chairman  could  agree  to  have  a  session  of  your  committee  and  talk 
this  thing  over,  do  you  think  that  the  basic  purposes  of  the  bill  could 
be  carried  out  with  some  minor  amendments  ?  Otherwise,  what  is  the 
use  of  having  your  committee?  We  can  just  throw  this  on  to  the 
floor  and  let  it  grow  into  a  state  of  confusion. 

Mr.  Widnall.  I  think  there  is  a  possibility  of  doing  that,  but  I  do 
feel  what  is  most  important  has  not  been  done  up  to  now. 

We  have  not  really  had  any  witnesses  from  anywhere  except  the 
Government.  We  have  not  heard  any  witnesses  who  would  be  in¬ 
volved  in  the  purchase  of  these  participation  notes,  and  the  ultimate 
distribution  of  the  notes.  We  have  no  testimony  as  to  the  impact  on 
the  economy  and  as  to  other  segments,  or  segments  of  business  that 
are  involved  in  lending  programs. 

It  would  seem  to  me,  too,  that  the  institutions  that  are  going  to  be 
involved,  and  evidently  there  are  four  that  would  be  narrowed  down 
to  in  the  sale  of  these  participation  notes,  they  ought  to  be  heard 
from,  too.  _ 

I  do  not  know  why  these  things  should  not  be  sold  under  open  bid¬ 
ding.  I  do  not  know  why  there  should  be — why  it  should  be  a  ques¬ 
tion  of  four  big  brokerageliouses  just  being  the  ones  who  handle  all  the 
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business.  It  seems  to  me  that  the  taxpayers  and  the  Government 
would  have  a  better  deal  if  it  could  be  opened  up  for  bid. 

I  just  regret  very  much,  Mr.  Chairman,  that  we  had  such  a  short 
time  in  the  committee  to  consider  this  bill.  It  is  far  too  important 
in  setting  a  precedent  for  the  years  ahead.  It  does  differ  from  what 
we  have  done  under  the  Eisenhower  administration. 

I  would  just  like  to  address  myself  to  that  for  a  moment. 

The  Eisenhower  sale  of  assets  constituted  a  general  sale,  with  trans¬ 
fer  of  assets,  and  this  bill  does  not  transfer  title.  The  Eisenhower 
program  did  not  go  around  the  budget  and  this  bill  does. 

I  believe  that  this  bill  runs,  completely  runs  around,  the  appro]  >ria- 
tions  process  and  most  important,  too,  it  is  a  device  being  used  to  get 
around  the  statutory  4.25-percent  interest  rate  limitation  that  we  have 
at  the  present  time  on  Government  securities — Government  bonds.  I 
think  that  it  is  far  too  important  to  be  handled  the  way  it  has  been 
handled  up  to  now,  and  we  ought  to  have  a  mighty  good,  hard  look 
at  it. 

Mr.  Latta.  May  I  ask  a  question  at  that  point,  Mr.  Chairman  ? 

The  Chairman.  I  would  just  rather  lie  would  complete  his  state¬ 
ment. 

Have  you  completed  your  statement  ? 

Mr.  Widnall.  I  have  completed  my  statement. 

The  Chairman.  Well,  Mr.  Smith  ? 

Mr.  Smith.  Mr.  Widnall  and  Mr.  Patman ;  in  connection  with  this 
amendment  which  spells  out  several  agencies,  I  refer  you  to  the  re¬ 
port  on  page  8,  section  302(c),  where  the  amendments  are  set  forth 
in  accordance  with  the  requirements  of  the  Ramseyer  rule.  Starting 
with  the  italics  on  line  10,  it  goes  on — - 

and  other  types  of  securities,  including  any  instrument  commonly  known  as  a 
security  hereinafter  in  this  subsection  called  obligations — - 

And  then  the  part  of  the  sentence  which  concerns  me — - 

*  *  *  in  which  the  United  States  or  any  executive  department,  agency,  or  instru¬ 
mentality  thereof  may  have  a  tinaneial  interest. 

I  have  just  seen  this  amendment,  but  looking  at  it  quickly,  this 
particular  language,  the  last  that  I  read :  “in  which  the  United  States, 
or  any  executive  department,  agency,  or  instrumentality  thereof  may 
have  a  financial  interest,”  would  be  directly  in  conflict  with  the  amend¬ 
ment  and  the  two  could  not  stand. 

In  other  words,  you  cannot  name  them  individually  and  include 
every  department  or  agency.  That  would  have  to  go  out,  and  this 
new  language  go  in  there.  You  have  studied  this  amendment.  Where 
did  you  intend  to  put  it,  and  what  thought  had  you  given  to  the 
particular  language  with  which  I  am  concerned?  Iam  talking  about 
the  amendment  Mr.  Patman  has  handed  me  this  morning. 

The  Chairman.  That  is  not  Mr.  Widnall ’s  amendment  ? 

Mr.  Smith.  I  am  asking  both  Mr.  Patman  and  Mr.  Widnall. 

Mr.  Patman.  That  language  is  deleted  in  the  amendment. 

The  language  of  the  bill  referred  to  by  the  gentleman  from  Califor¬ 
nia,  Mr.  Smith,  is  deleted  by  this  amendment. 

As  I  stated,  this  amendment  was  drawn  during  the  night,  and  if 
there  are  any  statements  that  do  not  fit  into  the  bill  with  reference 
to  page  and  line  number,  that  can  be  corrected.  But  the  basic  infor- 
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mation,  I  think,  is  in  here  as  to  the  agencies  that  will  be  included, 

and  only  to  them.  .  ,  „  ,  „  r  ^  , 

Mr.  Smith.  Let  me  carry  it  a  little  further,  Mr.  Patman,  so  we 
will  be  sure  we  know  what  we  are  trying  to  do.  We  are  now  on  page  9, 
the  second  paragraph.  That,  is  where  the  amendment  is  to  be  inserted 
as  now  drawn.  You  are  striking  out:  “subject  to  the  limitations  pro¬ 
vided”  and  so  forth,  lines  3,  4,  5,  and  6  on  page  3  of  the  bill.  That 
language  is  youv  change,  but  your  amendment  says  nothing  about  the 
previous  sentence  I  mentioned,  where  you  have  opened  it  to  every 
executive  department  and  agency. 

You  cannot  have  both;  you  cannot  have  the  language  m  section 
302(c)  (1)  covering  everybody,  and  then  in  section  302(c)  (2)  put  your 
amendment,  limiting  it  to  specific  agencies. 

Mr.  Patman.  We  can  put  a  phrase  in  there. 

Mr  Smith.  My  point  is  that  the  first  part  will  have  to  be  deleted, 
and  you  will  have  to  have  a  period  after  “obligations.”  You  cannot 

have  it  plus  and  minus.  .  , 

Mr.  Patman.  It  is  difficult  so  quickly,  you  know,  to  go  into  the 

report  and  the  bill - 

Mr  Smith.  I  understand  that. 

Mr.  Patman.  But  our  objective  here,  I  think,  is  very  plain  and  1 
assure  you  we  will  have  the  amendment  in  the  right  form  to  insert  m 

the  correct  part  of  the  bill.  . 

Mr.  Smith.  I  just  made  that  suggestion  as  a  help,  that  is  all. 

Mr.  Patman.  I  think  your  suggestion  is  a  helpful  one. 

The  Chairman.  Mr.  Madden,  clo  you  have  any  questions? 


Mr.  Madden.  No. 

The  Chairman.  Suppose  we  find  out  right  now  what  that  sugges¬ 
tion  is.  What  is  Mr.  Fink’s  suggestion  ? 

Mr.  Fink.  In  the  report,  page  8,  which  has  the  Ramseyre. 

The  Chairman.  Tell  us  again  what  you  propose.  _ 

Mr.  Fink.  Right  there  in  italics,  “in  which  the  United  States  or 
any  executive  department,  agency” — this  is  in  italics  on  page  8  of 
the  report. 

The  Chairman.  What  would  you  do  with  it ' 

Mr.  Fink.  You  would  strike  that  out.  . 

The  Chairman.  You  would  strike  out  the  change  as  shown  in  the 

16 Mr.  Fink.  Strike  out  that  part  of  the  change,  “in  which  the  l  mted 
States  or  any  executive  department,  agency,”  and  insert  m  lieu  there¬ 
of  a  reference  to  the  agencies  listed  in  302(c)(2).  Just  make  re¬ 


ference  to  it.  9 

Mr.  Patman.  Would  that  have  the  effect  of  including  them . 

Mr.  Fink.  It  would  limit  what  FNMA  could  accept. 

Mr.  "Patman.  Mr.  Chairman,  we  will  work  with  the  minority  and 
o-et  up  the  right  kind  of  amendment,  one  that  will  get  this  particular 
job  done.  We  know  that  we  cannot  do  it  quickly  or  in  a  few  minutes 
time,  or  in  1  day,  maybe,  to  reconcile  the  report  and  the  bill  completely 
to  restrict  it  to  the  named  agencies.  But  I  assure  you  we  will  do  it 


in  the  correct  form. 

The  Chairman.  I  was  wondering  whether  we  could  just  adjourn 
this  until  you  get  this  thing  straightened  out  and  come  back  next 
week,  or  would  you  rather  that  we  go  ahead  with  the  hearing  . 
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Mr.  Patman.  We  would  rather  you  go  ahead,  because  we  had  hear¬ 
ings  on  this.  Mr.  Widnall  was  correct  when  he  said  we  had  very  little 
hearings,  just  two  witnesses,  on  the  big  bill. 

But  we  had  hearings  for  many  days  and  from  many  different  peo¬ 
ple — in  fact,  I  do  not  know  of  a  single  witness  that  asked  to  be  heard 
and  was  not  heard — on  the  companion  bill  that  related  to  the  Small 
Business  Administration.  The  same  issues  were  involved  and  we  did 
not  see  any  reason  why  we  should  go  through  the  same  issues  on 
another  bill.  He  is  correct  when  he  said  there  was  brief  consideration 
given  to  the  big  bill,  but  we  had  gone  over  the  same  ground  on  the 
smaller  bill. 

The  Chairman.  We  will  go  ahead  with  Mr.  Widnall. 

STATEMENT  OF  HON.  WILLIAM  B.  WIDNALL,  A  MEMBER  OF  CON¬ 
GRESS  FROM  THE  SEVENTH  CONGRESSIONAL  DISTRICT  OF  NEW 

JERSEY — Resumed  ^ 

Mr.  Widnall.  Mr.  Chairman,  this  House  bill  is  a  much  broader  bill*' ' 
than  the  other  bill  and  has  a  far  greater  impact  than  S.  2499  has.  Cer¬ 
tainly,  there  should  have  been  other  witnesses  called  to  demonstrate 
that  impact  to  the  committee  so  that  we  would  have  the  benefit  of  their 
views. 

The  small  business  bill,  the  Senate  bill,  is  not  needed  if  this  one 
passes.  The  small  business  bill  is  at  variance  with  this.  If  the  small 
business  bill  were  passed  after  this  one,  it  being  the  last  one  passed, 
it  would  change  some  of  the  effect  of  the  participation  sales  note  bill, 
this  full  one.  They  have  not  been  coordinated  at  all. 

I  still  feel  that  it  is  a  rather  haphazard  way  of  doing  business  at 
this  time  and  I  wish  we  could  have  some  further  plan  to  take  a  look 
at  it  and  come  back  to  you  people  again  and  see  if  we  can  have  some 
meeting  of  the  minds  on  it. 

Mr.  Patman.  May  I  comment  on  that,  Mr.  Chairman  ? 

The  other  bill  is  needed,  the  Small  Business  Administration  bill  is 
needed  now,  it  is  urgent.  It  involves  about  $350  million  between  now 
and  the  end  of  this  fiscal  year,  June  30,  1906.  We  can  place  specific 
language  in  H.R.  14544  that  when  the  $350  million  are  sold,  the  SBA^p 
bill  will  no  longer  apply.  It  is  not  intended  that  the  bills  overlap.^!. 
One  is  for  the  small  business  exclusively,  involving  $350  million.  On 
page  4  of  your  committee  report  on  S.  2499  that  point  is  expressly 
stated.  It  is  needed  now ;  it  is  urgent.  Any  delay  would  be  certainly 
detrimental  to  the  small  concerns  of  the  Nation,  Mr.  Chairman. 

It  would  be  detrimental  and  I  urge  you  to  pass  on  this  matter  one 
way  or  the  other  and  get  it  to  a  vote  as  quickly  as  possible. 

The  Chairman.  You  are  talking  about  the  SBA  bill  now  ? 

Mr.  Patman.  That  is  right,  the  little  bill. 

The  Chairman.  You  would  like  to  get  that  out  ? 

Mr.  P atman.  Both  of  them.  I  would  like  to  get  both  of  them  out. 

The  Chairman.  We  are  working  on  it  as  fast  as  we  can,  but  there 
are  a  lot  of  differences  of  opinion,  and  differences  of  construction. 

T\  hat  this  language  means  is  bothering  all  of  us.  It  is  bothering  me 
immensely,  because  I  want  to  get  something  done  but  I  do  not  want 
to  make  some  more  mistakes  like  the  mistake  Congress  made  10  years 
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ajio  in  turning  tlie  housing  business  over  with  a  blank  check  to  the 

Treasury.  .  .  x1  ,, 

Mr.  Widnall.  Mr.  Chairman,  there  is  no  limitation  on  the  small 
business  bill.  There  is  no  limitation  on  time  m  that  small  business  bill. 
Therefore,  there  is  no  urgency  on  it  as  far  as  that  is  concerned.  There 
is  already  a  $30  million  authorization  that  the  Small  Business  Ad¬ 
ministration  has  that  they  can  take  advantage  of  by  immediately  ask¬ 
ing  the  Appropriations  Committee  to  come  through  with  an  appro¬ 
priation  for  it.  .  .  . 

I  am  absolutely  positive  they  would  give  them  that  appropriation 
if  the  request  were  made  and  it  could  be  done  very  expeditiously. 

The  Chairman.  Do  you  have  any  objection  to  the  Small  Business 

bill?  *  .  , 

Mr.  Patman.  We  can  put  language  m  that  will  restrict  it 

The  Chairman.  Let  me  get  an  answer  to  my  question. 

Mr.  Widnall.  I  do,  because  it  conflicts  with  H.R.  14544. 

Mr.  Martin  of  Nebraska.  Mr.  Chairman,  did  we  not  recently  have 
an  SB  A  bill  up  here  that  the  President  signed  the  other  day  ?  If  there 
was  such  a  great  emergency,  why  did  the  President  not  take  care  of  it 
at  that  time.  It  was  only  a  short  time  ago.  _  . 

Mr.  Patman.  You  see,  on  this  smaller  bill,  it.  is  not  intended  that 
participation  sales  thereunder  would  exceed  $350  million.  If  anyone 
wants  an  amendment  to  that  effect  put  in  the  bill,  it  will  be  perfectly  al 
right  with  us.  It  is  just  interim  financing  between  now  and  the  end 
of  June  1966.  It  is  urgent  and  pressing;  it  is  needed. 

Mr.  Smith.  I  have  just  one  more  question. 

Referring  to  your  amendment,  Mr.  Patman,  the  first  five  Depart¬ 
ments  named — Agriculture,  Health,  Housing,  \  eterans  Administra- 
tion,  Export-Import  Bank — am  I  to  understand  that  none  of  the  Sec¬ 
retaries  of  these  Departments  has  testified  on  the  big  bill  we  are  con¬ 
sidering  here  today,  that  is,  on  H.R.  14544? 

Mr.  Patman.  On  the  big  bill  we  did  not  consider  it.  necessary  to 
obtain  such  testimony,  that  is  the  majority  of  the  committee  members 
did  not,  because  we  covered  the  same  points  on  the  companion  bill,  with 
exactly  the  same  problems.  . 

Mr.  Smith.  The  other  bill,  I  thought,  referred  to  just  the  Small 
Business  Administration.  Did  the  head  of  the  Veterans’  Administra¬ 
tion  say  whether  or  not  he  wants  the  bill  ?  Has  he  come  before  the 

committee?  .  . 

Mr.  Widnaix.  Nobody  appeared  before  the  committee  on  either 

bill  except  the  head  of  the  Small  Business  Administration. 

Mr.  Patman.  Of  course,  the  Secretary  of  the  Treasury  and  all  the 
people  having  to  do  with  it.  appeared.  We  had  as  full  and  complete  in¬ 
formation  on  this  bill  as  I  think  you  will  ever  find  on  any  bill  coming 
from  a- legislative  committee. 

The  Chairman.  Mr.  Widnall,  did  you  finish? 

Mr.  Widnall.  I  have  finished. 

The  Chairman.  Mr.  Madden,  have  you  any  questions  ? 

Mr.  Madden.  No  questions. 

The  Chairman.  Have  you  any  questions,  Mr.  Anderson. 

Mr.  Anderson.  Just  one  question. 

Mr.  Widnall,  if  this  amendment  we  have  been  talking  about  this 
morning  were  adopted,  it  wTould  apply  to  the  Department  oi  Agucu 
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ture  and  the  Farmers  Home  Administration  as  I  read  it.  It  still 
would  not  take  care  of  the  objection,  would  it,  that  has  been  raised  to 
me  by  the  representative  of  the  Farmers  Home  Administration  who 
says  that  this  would  turn  over  farmers’  loan  paper  to  the  Federal  Na¬ 
tional  Mortgage  Association,  and  that  this  organization  deals  pri¬ 
marily  with  eastern  banks  and  with  institutional  investors.  The  local 
banker  would  be.  short  circuited  under  this  kind  of  approach,  and  as  a 
result,  higher  interest  rates  might  well  be  the  price  that  the  farmer 
might  then  be  obliged  to  pay  for  this  sales  participation  program? 
That  is  very  possible.  I  believe  that  is  what  the  Farmers  Union  and 
the  National  Grange  wanted  to  testify  about. 

Mr.  Anderson.  This  would  not  be  changed  one  iota  by  adopting  this 
amendment,  would  it? 

Mr.  Widnall.  No. 

Mr.  Anderson.  Higher  interest  rates  would  still  be  in  the  offing. 

Nor  would  the  amendment  resolve  the  point  that  has  been  raised 
about  getting  around  the  4.25-percent  ceiling  on  long-term  Govern¬ 
ment  bonds ;  this  would  still  be  true,  would  it  not  ?  1 

Mr.  Widnall.  Completely  true. 

Mr.  Anderson.  With  respect  to  the  amendment,  even  if  that  were 
adopted  ? 

Mr.  Widnall.  Oh,  yes. 

Mr.  Anderson.  That  is  all  I  have. 

The  Chairman.  Mr.  Delaney  ? 

Mr.  Delanet.  In  the  testimony  yesterday,  it  seemed  that  Small 
Business  in  the  past  has  sold  their  assets  at  a  discount. 

Mr.  Widnall.  They  sold  $110  million  worth  of  their  assets  just 
recently. 

Mr.  Delaney.  At  a  discount  ? 

Mr.  Widnall.  At  an  8.5-point  discount. 

Mr.  Delaney.  Now,  who  decides  what  the  discount  is  ? 

Mr.  Widnall.  This  was  done,  evidently,  by  negotiations  between 
the  Small  Business  Administration  and  the  sales  people — in  this  case, 
Salomon  Bros.  &  Hutzler  who  were  selected  to  do  the  selling. 

Mr.  Delaney.  Under  what  authority  did  the  Small  Business  Ad¬ 
ministration  sell  ? 

Mr.  Widnall.  They  have  the  right  to  sell  assets. 

Mr.  Delaney.  Under  what  authority  in  the  law  ? 

The  Chairman.  I  am  not  getting  that  clearly. 

Mr.  Delaney.  The  Small  Business  Administration  sold  their  assets 
at  a  discount  of  8.5  percent,  negotiated  with  one  of  the  large  corpora¬ 
tions. 

The  Chairman.  Small  Business? 

Mr.  Delaney.  Yes.  And  the  amount  was,  you  said - 

The  Chairman.  Would  that  be  possible  under  this  bill  ? 

Mr.  Smith.  They  can  do  it  now. 

Mr.  Patman.  This  bill  would  cure  that. 

Mr.  Widnall.  They  can  actually  do  it  now.  The  Small  Business 
Administration,  under  existing  law,  has  the  power  to  sell  assets. 

The  Chairman.  Sell  them  or  give  them  away  ? 

Mr.  Delaney.  Well,  they  sell  them  at  a  discount.  They  sell  them 
at.  a  discount  of  8.5 — there  were  $300  million  here. 

Mr.  Widnall.  They  were  sold  at  91.6  cents  on  the  dollar. 
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Mr.  Delaney.  Now,  this  amounts  to  a  $25  million  giveaway,  is  that 
right,  out  of  $300  million  ? 

Mr.  Widnall.  That  would  be  right. 

Mr.  Delaney.  It  is  only  $25  million  now. 

Mr.  Widnall.  On  $300  million.  .  .  _ 

Mr.  Delaney.  So  the  Small  Business  Administration  can  give  $2o 
million  discounts  to  one  of  the  Wall  Street  houses  ? 

Mr.  Widnall.  That  is  what  it  amounts  to. 

Mr.  Delaney.  Is  that  right? 

Mr.  Widnall.  Yes,  sir.  . 

Mr.  Delaney.  I  want  this  cleared  up,  too.  There  is  $3  billion  m 
this,  and  if  they  can  give  away  $3  billion  at  8  or  10  points 

Mr.  Patman.  There  is  another  verse  to  that. 

The  Chairman.  That  is  what  we  want  to  have  explained. 

Mr.  Patman  interjected  that  was  cured  by  this  bill.  That  is  what  I 

want  explained.  ......... 

Mr.  Patman.  Yes,  sir.  That  is  one  of  the  objects  of  this  bill,  I  hey 
have  a  hundred  different  agencies  of  the  Government  that  can  make 
loans  of  one  type  or  another,  and  they  are  beginning  to  run  in  dif¬ 
ferent  directions.  The  Small  Business  Administration  was  clesper- 
ately  in  need  of  funds,  and  they  had  the  right  under  existing  law  to 
make  these  direct  sales.  Of  course,  the  discount  is  by  reason  of  a  higher 
interest  rate.  That  is  the  cause  of  it. 

However,  this  bill  would  cure  that.  . 

I  would  like  to  just  make  the  record  clear  that  this  ofiermg  was 
not — that  is  the  sale  of  a  $110  million  of  SBA  assets  was  not  a  par¬ 
ticipation  pool  arrangement,  but  was  the  sale  of  individually  selected 
20-year  debentures.  Had  SBA  been  authorized  to  pool  these  deben¬ 
tures  and  sell  shares  in  the  pool  rather  than  individual  debentures,  1 
am  certain  the  agency  would  not  have  had  to  pay  5%  percent  interest 

to  debenture  purchasers.  <  ,  .  „  . 

I  think  the  remarks  made  by  Mr.  W  ldnall  make  a  prnna  facie  cabe 

for  the  immediate  adoption  of  the  legislation  before  us. 

You  see,  we  are  curing  and  correcting  the  things  that  are  considered 
abusive,  and  I  think  they  are  abusive.  I  agree  with  Mr.  Delaney. 

The  Chairman.  Now,  may  I  ask  you  a  question  ? 

,\  Mr.  Patman.  Yes,  sir. 

The  Chairman.  Is  it  the  intent  of  the  people  who  are  trying  to  put 
this  bill  through  that  anybody  can  have  authority  to  sell  these  bonds 


at  less  than  par? 

Mr.  Patman.  No;  the  idea  is -  . 

The  Chairman.  Then  why  do  you  not  say  so  m  the  bill . 

Mr  Patman.  You  cannot  sell  them  at  par,  because  interest  rates 
have  gone  up.  You  have  to  reflect  the  going  interest  rate;  otherwise, 
it  is  not  a  marketable  security.  You  have  to  make  it  a  marketable 
security.  The  only  way  to  do  this  is  sell 

Mr  Widnall.  Mr.  Chairman,  earlier  in  the  hearing,  our  chairman 
stated  to  you  that  SBA,  in  selling  the  $110  million,  had  pooled  the 

cream  of  their  securities. 

Mr.  Patman.  I  said  they  could  pool  the  cream. 

Mr.  Widnall.  No,  you  said  they  pooled  the  cream  of  the  securities. 
They  got  91.68  and  pooled  the  cream  of  their  securities. 
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I  would  like  to  have  pointed  out  to  me  by  the  chairman  where  this 
hill,  H.R.  14544,  prevents  a  recurrence  of  what  has  taken  place  through 
SBA.  I  do  not  believe  it  can  be  pointed  out. 

Mr.  Delaney.  I  started  to  raise  the  question,  and  I  did  not  gel 
anv  answers. 

The  Chairman.  Excuse  me.  I  interrupted. 

Mr.  Patman.  They  would  have  to  pool  these  through  FNMA,  under 
the  new  proposal. 

The  Chairman.  Will  everybody  suspend  for  a  moment? 

Mr.  Delaney  says  he  has  not  gotten  an  answer  to  his  question. 

Mr.  Delaney.  I  directed  the  question  to  the  speaker  at  the  end  of 
the  table,  under  what  authority  does  SBA  have  the  right  to  sell  bonds 
or  assets  at  a  discount. 

Mr.  Widnall.  The  SBA  has  the  authority  in  the  act,  which  says 
that  they  can  sell  their  assets,  and  there  is  no  limitation  on  the  way 
they  can  sell  them. 

Mr.  Patman.  I  believe  the  authority  of  SBA  to  make  such  sales  is 
found  in  section  4(c)  of  the  act. 

Mr.  Delaney.  Now,  the  testimony  is  that  these  were  individually 
selected  20-year  loans  that  were  sold.  Well,  there  is  a  great  deal  of 
discussion  in  there  as  to  whose  loans  they  are  going  to  take  out,  indi¬ 
vidually  sell  them,  and  sell  them  at  a  discount.  Is  that  not  right  ? 

Mr.  Widnall.  That  is  true. 

Mr.  Delaney.  If  I  happened  to  be  the  Administrator,  I  could  take 
out  whatever  I  thought  I  wanted  and  it  was  testified  here  that  the 
cream  of  the  assets  were  taken  out  and  sold  at  8  percent — 8.5  percent — 
nearly  9  percent  discount. 

Now,  the  amount  of  money  involved  in  this  thing  amounts  to — well, 
I  think  it  was  mentioned  here — $3  billion. 

Does  anyone  realize  what  an  individual  could  do  with  the  Govern¬ 
ment’s  money  ?  That  would  be  $90  million,  on  a  billion  dollars,  and  if 
you  have  4  billion,  it  would  be  $360  million  that  somebody  can  offer 
at  a  discount. 

That  is  posible  under  the  existing  law,  is  it  ? 

Mr.  Widnall.  Yes. 

Mr.  Patman.  May  I  comment  on  it? 

Mr.  Delaney.  One  second. 

Mr.  Widnall.  It  would  be  possible  under  this  bill . 

Mr.  Delaney.  Has  this  committee  ever  made  an  investigation  or 
done  anything  to  put  limitations  on  it  ? 

Mi'.  Widnall.  No. 

Mr.  Patman.  Under  this  bill,  it  could  not  be  done.  I  disagree  with 
my  good  friend,  Mr.  Widnall,  on  that,  because  it  would  all  have  to 
be  done  through  the  FNMA,  the  Federal  National  Mortgage  Associa¬ 
tion. 

\  on  see,  this  bill  requires  a  pooling  of  agency  obligations.  It  would 
thus  eliminate  the  situation  that  developed  in  the  SBA  sale  of  picking 
out  one  New  Pork  broker  and  giving  him  an  exclusive  deal.  I  think 
that  was  terrible,  as  are  several  other  things  about  that  deal.  This  bill 
is  to  stop  that  and  to  have  it  done  right. 

The  abuses  that  arose  in  the  SBA  sale  cannot  happen  under  this 
bill.  The  object  of  this  bill  is  to  prevent  such  abuses. 
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Now,  the  reason  for  these  discounts  obviously  is,  to  reflect  the  present 
markets  for  such  securities.  Interest  rates  have  gone  up.  I  he  (jto\  ein- 
ment  had  nothing  to  do  with  that.  The  Federal  Reserve,  acting  in¬ 
dependently,  in  defiance  of  the  President,  in  defiance  of  .  e  Congiess, 
went  ahead  and  raised  the  interest  rates  3i.5  percent  m  Decembei. 
That  is  the  cause  of  all  this.  This  reflects  a  tight  market  in  money, 
which  means  high  interest  rates,  and  these  discounts  further  reflect, 
the  going  rate  of  interest,  a  going  rate  of  interest,  which  we  did  not 
have  anything  to  do  with. 

The  Federal  Reserve  did  that.  .  , 

And  we  do  not  seem  to  be  able  to  make  them  change  their  minds. 

They  just  will  not,  do  it.  . .  ,  ,  ,, 

Mr.  Delaney.  You  say  we  do  not  seem  to  be  able  to  make  them 

change  their  minds.  Is  that  not  part  of  y  our  job? 

Mr.  Patman.  We — Congress — would  have  to  pass  a  law.  Mr. 
Martin  has  given  us  notice  that  he  is  going  to  continue  to  act  that  way, 
regardless  of  what  we  do  or  say,  as  long  as  the  law  is  as  it  is. 

In  other  words,  he  is  acting  in  defiance  of  the  law.  I  hat  is  my  per¬ 
sonal  opinion.  He  has  given  us  notice  that  he  is  going  to  continue  to 
so  act  unless  we  change  the  law. 

Now,  it  is  very  difficult  to  change  any  law  concerning  money,  you 
know  that.  This  is  so  because  there  are  a  lot  of  people  in  a  democrat  ic 
form  of  government  that  can  say  uNo  and  make  it  stick.  However, 
there  is  not  one  person,  not  even  the  President,  who  can  say  l  es, 
and  be  certain  about  it. 

Mr.  Delaney.  This  statement  you  make  here  now,  that  there  is  very 

little  you  can  do  about  it -  ,  .  , ,  ... 

Mr.  Patman.  We  can  do  it  by  law,  but  we  do  not  have  the  sentiment 

in  Congress  or  the  law.  .  ,  , 

Mr.  Delaney.  If  the  facts  were  fully  explained,  do  you  not  think 

that  we  could  get  the  sentiment  for  it  ?  . 

Mr.  Patman.  I  have  been  explaining  them  for  30  years,  and  I  have 

not  succeeded. 

Mr.  Delaney.  N ot  this  phase  of  it. 

Mr.  Patman.  It  is  the  same  thing 

the  Fed.  .  ... 

Mr  Widnall.  Mr.  Chairman,  I  would  like  to  say  this  again  m  con¬ 
nection  with  H.R.  14544.  This  tells  how  participations  may  be  sold 
through  pooling  of  assets  through  FNMA.  It  does  not  say  that  any 
of  these  agencies  have  to  sell  through  FNMA.  It  does  not  stop  an 

existing  practice.  It  is  wide  open.  ...  ,  ., 

Mr.  Patman.  It  certainly  should.  If  it  does  not,  we  will  make  it 

that  way.  ,  ...  .  .  ri 

Th.e  Chairman.  You  mean  that  they  can  still  go  on  doing  like  they 

are  doing  now  ? 

Mr.  Widnall.  Yes.  T_,r  .  , 

The  Chairman.  Acting  independently  ot  I  MMA  ? 

Mr.  Widnall.  There  is  nothing  to  prevent  it.  _ 

Mr.  Patman.  That  is  the  Senate  bill  he  is  talking  about. 

Mr!  Widnall.  I  am  talking  about  H.R.  14544. 

The  Chairman.  You  are  talking  about  the  Senate  biff  * 

Mr.  Widnall.  No ;  I  am  talking  about  the  House  bill. 


It  is  issue  of  independence  of 
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The  Chairman.  I  think  we  have  gotten  out  of  one  booby  trap  and 
j umped  into  two  more.  I  would  like  to  see  this  thing  clarified. 

Mr.  O’Neill.  How  do  you  discount  this  paper  ? 

The  Chairman.  Gentlemen,  we  are  trying  to  get  a  transcript  of 
this  because  there  seems  to  have  been  so  little  hearings. 

I  am  anxious  to  get  a  fair  transcript;  yet  the  stenographer  at  this 
end  cannot  hear  you  and  neither  can  I. 

Mr.  O’Neill.  I  would  like  to  know  how  you  discount  a  $110  million 
loan.  If  $110  million  is  borrowed  by  the  Federal  Government  and 
they  say  they  are  paying  3.5  percent, band  they  discount  it  at  8.32,  do 
they  take  the  difference  between  the  3.5  percent  and  the  8.32,  and  do 
they  keep  that  themselves  ? 

Mr.  Widnall.  It  is  sold  under  par — it  is  sold  at - 

The  Chairman.  Mr.  Widnall,  we  would  like  the  secretary  to  get 
your  answers. 

Mr.  Widnall.  This  was  negotiated  with  a  brokerage  firm.  The 
testimony  before  us  was  that  they  had  confidence  in  this  particular 
firm,  and  they  felt  that  with  the  feel  for  the  market  at  the  present  time, 
this  was  probably  going  to  be  the  best  that  they  could  do  in  the  sale  of 
those — — 

Mr.  O'Neill.  What  I  have  reference  to  here  is  this.  They  take 
various  loans  and  lump  them  together.  Take  X  company  that  has  one 
of  the  loans  that  they  have  discounted.  What  do  they  pay?  An  in¬ 
crease  in  the  mortgage  percentage  that  they  have  gotten  from  Small 
Business  ? 

Mr.  Widnall.  No. 

Mr.  O’Neill.  They  pay  exactly  the  same  as  they  paid  before? 

Mr.  Widnall.  That  is  right. 

Mr.  O  Neill.  Then,  at  the  top,  the  Government  loses  ? 

Mr.  Widnall.  The  Government  takes  a  loss. 

Mr.  O'Neill.  So  the  first  amount  money  the  man  keeps  pavino- 

in  goes  to -  6 

Mr.  Widnall.  To  the  buyer. 

Mr.  O'Neill.  That  is  what  I  mean. 

Mr.  Widnall.  That  is  right. 

Mr.  Pepper.  Mr.  Chairman,  may  I  ask  a  question? 

Mr.  Y  oung.  Mr.  Chairman,  I  have  a  question. 

Mr.  Delaney.  I  thought  I  still  had  the  floor. 

The  Chairman.  I  will  get  to  everybody  in  due  course,  if  you  will 
let  us  proceed  in  an  orderly  way. 

Mr.  Delaney  ? 

Mr.  Delaney.  I  just  had  one  more  question. 

This  $8  million,  this  is  an  appropriation  of  $8  million,  or  $9  mil- 
lion  is  it  not,  without  authorization?  When  they  sell  at  a  discount? 

I  he  Federal  Government  has  to  make  up  this  $8  or  $9  million? 

Mr.  Widnall.  That  is  what  it  amounts  to. 

Mi.  Patman.  Participation  certificates  are  not  sold  at  a  discount  ; 
they  are  sold  at  par.  They  just  pay  more  interest. 

Mr.  Delaney.  Now,  there  is  no  doubletalk  that  is  going  to  satisfy 
us  on  this.  If  they  take  $100  million,  if  they  have  $100  million  in 
assets  and  they  sell  that  for  $91-point-somet'hing,  and  the  Govern¬ 
ment — 


PRIVATE  FINANCING  OF  CREDIT  NEEDS 


55 


Mr.  Patman.  I  agree  with  you,  the  interest  rate  was  extortionate. 

It  should  never  have  been  granted.  That  brokerage  tee  ot  one- 
quarter  of  1  percent  was  also  extortionate.  It  should  never  have 

been  granted.  This  bill  will  stop  it. 

Mr.  Delaney.  You  are  talking  about  the  brokerage  fee.  I  am 

talking?  about  the  right  to  sell  at  discount.  .  ...  .  , 

Mr.  Widnall.  Mr.  Delaney,  there  is  not  a  word  m  the  bill  about 

either  discount  or  brokerage  fees.  If  you  will  look  through  it,  you 

will  find  that  to  be  true.  ,  „  ,  , ,  <• 

Mr.  Delaney.  In  the  case  that  we  spoke  of,  there  is  a  loss  there  ot 

some  $8  or  $9  million.  „  , 

Mr.  Widnall.  Which  is  suffered  by  the  Government. 

Mr  Delaney.  And  the  U.S.  Government  suiters  it.  The  head 
of  that  department  has  the  right  to  negotiate ;  is  that  so . 

Mr  Widnall.  That  is  true.  .  ,  . 

Mr.  Delaney.  Now,  your  committee,  has  it  done  anything  about 

4  this,  investigated  it,  to  find  out  why  the  Government  . 

f  Mr  Widnall.  We  started  to  go  into  what  had  been  done  through 
the  Small  Business  Administration  m  their  last  sale  of  asset^ 
was  $110  million  involved.  We  started  raising  questions  about  it  at 
the  point  where  we  first  discovered  that  they  disposed  of  about ;  $60 
to  $80  million  worth  of  assets.  In  our  hearings,  we  criticized  v  hat 
had  taken  place — this  was  true  but  both  Mr.  1  atman  and  1  le 
was  outrageous ;  I  think  you  will  find  it  on  the  r^d-and  asked 
them  to  hold  up  any  further  sale  ol  any  assets  This  they  declined 
to  do,  because  they  said  they  had  a  contract  to  sell  the  $110  million  m 

aSTo  the  best  of  my  knowledge,  no  such  contract  was  ever  produced 
They  had  a  verbal  agreement,  I  understand,  with  this  one  biokeiag 

C°We  never  actually  finished  on  S.  2499.  It  was  abandoned  at  one 
point  because  it  was  felt  this  other  bill  would  do  the  job  il  it  were 

1)lThm!fon  tlmsame  day  we  got  this  out,  unexpectedly  the  chairman 
brought  up  the  other  bill  and  asked  for  a  vote  on  it  in  executiv  e  hea 
.  ingU  We  had  no  hearings  on  it.  We  did  not  understand  what  the 

*  "  yin  ^L^N-S.^Vhat  the  Small  Business  Administration  is  per¬ 
mitted  to  do,  can  other  agencies  do  the  same  thing  t 

Mr.^LANEY.  Wlnleathis  is  probably  an  unfair  question,  how 

much  money  is  out  at  loan  ( 

Mr.  Widnall.  About  $33  billion. 

Mr.  Delaney.  To  be  disposed  of  m  the  same  manner  . 

Mr.  Widnall.  That  is  right, 

Mr.  Delaney.  That  is  all  I  want  to  know . 

The  Chairman.  Mr.  Martin,  do  you  have  any  questions  . 

Mr.  Martin  of  Nebraska.  No  questions. 

The  Chairman.  Do  you  have  any,  Judge  ( 

Mr.  Trimble.  No.  » 

The  Chairman.  Mr.  Latta,  do  you  have  any  questions  i 

Mr.  Latta.  5  es,  Mr.  Chairman. 
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I  would  like  to  pursue  this  matter  Mr.  Delaney  is  bringing  up 
here  because  Mr.  Patman  says  that  under  this  proposal,  you  could 
not  do  this. 

Mr.  Patman.  Under  the  new  proposal  they  have  adopted. 

Mr.  Latta.  Well,  actually  you  could  do  it,  only  one  agency  would 
be  doing  it,  as  I  understand  it,  rather  than  all  of  them.  You  would 
be  consolidating  all  these  agencies  into  one,  and  only  one  agency 
would  be  doing  it. 

But  we  would  not  be  correcting  the  situation  that  has  been  brou<dit 
up  by  Mr.  Delaney. 

Mr.  Patman.  Yes,  sir;  I  think  it  would.  May  I  make  a  suff- 
gestion  ?  s 


Mr.  Latta.  That  is  not  clear  to  me.  Maybe  it  is  clear  to  the 
other  members. 

Mr.  Patman.  May  I  try  to  clarify  it  ? 

Do  not  forget  the  Appropriations  Committee.  When  all  these 
securities  are  pooled,  before  they  can  sell  participations  in  that  pool,* 
they  have  to  get  the  approval  of  the  Appropriations  Committee.^ 
Ihe  Appropriations  Committee  will  have  the  power  to  make  restric¬ 
tions  and  limitations  on  their  contracts,  even  provide  the  interest  rates 
and  other  things.  I  hat  provides  quite  a  substantial  deterrent  to 
doing  anything  wrong. 

Mr.  Young.  Will  the  gentleman  yield  on  that? 

Mr.  Latta.  I  will  be  happy  to  yield  but  I  would  like  to  pursue 
that. 

Mr.  Y  oung.  It  is  on  that  point. 

Mr.  Latta.  Let’s  take  this  case  of  $110  million  at  a  discount  rate  of 
S  o  percent.  If  FNMA  makes  a  recommendation  that  that  is  what 
they  are  going  to  do,  do  you  think  the  Appropriations  Committee 
would  overrule  them  ? 

Mr.  Patman.  Certainly,  if  they  were  wrong. 

Mr.  Latta.  How  would  they  know  they  were  wrong? 

Mr.  Patman.  They  would  have  overruled  the  SBA  if  they  had 


power  to  do  it.  This  bill  gives  Congress  the  power  to  do  it.  The  SBA, 


like  9!)  other  agencies,  is  unrestricted  and  unrestrained  under  existing5 
Jaw.  They  can  go  their  separate  ways.  That  is  wrong.  & 

Mr.  Latta.  Under  existing  law,  and  coming  back  to  this  case  once  V 
again  it  is  a  case  that  we  can  sink  our  teeth  into,  it  is  not  a  hypotheti¬ 
cal  case— does  the  Government  guarantee  repayment  to  the  Wall  Street 
firm  that  bought  these  securities? 

Mr  Patman.  The  agency  issues  its  guarantees,  furthermore,  FNMA 
has  the  power  to  draw  from  the  Treasury  directly.  That  makes  the 
securities  more  marketable  and  will  reduce  the  interest  rates  on  partic¬ 
ipation  certificates. 

1  ou  see,  if  we  had  had  this,  we  would  not  have  had  to  pay  6  percent 
f,,r'  a  Government  obligation.  I  think  that  is  scandalous.  I  agree  with 
Mr.  '  V  lclnall.  He  and  I  both  agreed  on  that.  It  was  terrible. 

1  on  see,  SBA  sought  more  money.  They  first  contacted  a  number 
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mously,  lie  will  not  take  it  for  5.5.  Then,  instead  of  asking  how  many 
would  take  at  534,  they  went  and  made  a  deal  with  Salomon  Bros.  & 
Uiitzler  directly  and  exclusively;  giving  them  exclusive  authority  to 
sell  at  0%  percent,  plus  one-quarter  of  1  percent  brokerage,  which  made 
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it  a  6-percent  U.S.  obligation — the  first  time  in  history,  I  think.  That 
is  what  Mr.  Widnall  objected  to;  that  is  what  I  object  to. 

We  are  trying  to  correct  it.  We  want  to  remove  the  possibility  of 
each  agency  acting  independently  which  results  in  higher  interest 
rates.  Instead  of  that  we  want  to  place  agency  obligations  in  a  pool, 
that  is  an  effective  pool,  that  has  gained  a  reputation  that  the  market 
respects;  in  which  event  interest  rates  will  be  much  lower. 

This  bill  will  save  millions  of  dollars  a  year  if  we  do  it  that  way. 
It  will  prevent  these  scandalous  things  from  happening — as  in  the 
case  of  the  sale  of  $110  million  by  SBA. 

Mr.  Latta.  I  want  to  address  a  question  to  Mr.  Widnall. 

Mr.  Widnall.  May  I  just  address  myself  to  that? 

There  is  nothing  in  the  bill  to  say  what  the  chairman  has  just  said. 
This  is  something  that  bothers  me.  I  would  just  like  to  reiterate  what 
I  said  before;  this  attempts  to  set  up  a  pooling  of  assets  and  sale  of 
participation  through  FNMA.  There  is  nothing  in  the  bill  that  pre¬ 
vents  any  of  these  agencies  from  doing  what  they  can  do  at  the  present 
I  time,  and  what  SBA  has  just  done. 

Mr.  Latta.  Now,  then,  you  disagree  with  the  chairman  on  that 

statement?  . 

Mr.  Widnall.  Very  definitely.  And  I  would  also  like  to  point  out 
that  sales  through  FNMA,  there  are  just  four  firms  that  sort  of  rotate 
in  being  the  top  one  on  all  of  the  sales  of  the  assets  that  have  been 
o-oing  through  FNMA.  This  is  $525  million  in  participation  certif¬ 
icates,  $300  million - 

The  Chairman.  Mr.  Widnall,  for  the  record,  would  you  name  those 
four  bond  firms  that  control  the  FNMA  sales? 

Mr.  Widnall.  Salomon  Bros.  &  Hutzler,  the  First  Boston  Corp., 
Morgan  Guaranty  Trust  Co.  of  New  York,  and  Merrill,  Lynch,  Pierce, 
Fenner,  and  Smith. 

The  Chairman.  What  was  the  last  one  ? 

Mr.  Widnall.  Merrill,  Lynch,  Pierce,  Fenner,  and  Smith. 

The  Chairman.  Had  you  finished,  Mr.  Latta  ? 

Mr.  Latta.  No ;  I  have  not. 

Getting  back  to  the  question  I  asked  Mr.  Patman,  I  would  like  to 
have  your  answer.  I  am  trying  to  clear  up  in  my  own  mind  the  situa¬ 
tion.  As  I  understand  it,  under  this  bill,  you  do  not  fully  ‘•‘sell  these 
►  securities.  But  the  Federal  Government  will  guarantee  the  payment ; 
is  that  correct  ? 

Mr.  Widnall.  Indirectly ;  not  directly. 

Mr.  Latta.  Well,  they  will  guarantee  payment. 

Mr.  Widnall.  The  agency  guarantees  payment. 

Mr.  Latta.  Right,  Through  the  agency.  The  Federal  Govern¬ 
ment,  through  the  agency,  guarantees  payment. 

This  situation  of  $110  million  that  has  been  discussed,  in  that  case 
will  the  Federal  Government  guarantee  payment  ? 

Mr.  Widnall.  Yes;  through  the  agency. 

Mr.  Latta.  Well,  they  are  still  doing  it.  If  they  are  guaranteeing 
it  through  the  agency,  they  are  still  guaranteeing  it. 

Mr.  Widnall.  There  is  no  direct  Government  guarantee.  It  is  ef¬ 
fective  to  the  extent  of  the  agency’s  drawing  power  with  the  Govern¬ 
ment. 
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Mr.  Young.  The  SBA  does  not  have  that  authority,  but  FNMA 
does  have  it.  There  is  a  big  difference  there. 

FNMA  lias  the  authority  and  SBA  does  not  have  the  authority. 
That  is  the  difference  in  drawing  on  the  Treasury  of  the  United 
States. 

Let  us  be  factual  about  this  thing. 

Mr.  Latta.  Would  that  be  true  ? 

The  Chairman.  I  wonder  if  we  cannot  clarify  that  situation,  if  I 
may  make  a  statement,  Mr.  Widnall  ? 

Mr.  Widnall.  Let  me  just  read  from  the  prospectus  for  the  sale  of 
$410  million  participation  certitiicates  in  the  Government  Mortgage 
Liquidation  Trust,  Federal  National  Mortgage  Association,  Trustee: 

Timely  payment  of  principal  of,  and  interest  on,  the  participation  certificates 
is  guaranteed  by  the  Federal  National  Mortgage  Association,  a  corporate  instru¬ 
mentality  of  the  United  States  (see  letter  of  the  Secretary  of  the  Treasury  ap¬ 
pearing  later  in  this  prospectus  regarding  availability  of  funds  for  such  guaran¬ 
tee. )  The  participation  certificates  are  not  obligations  of  and  are  not  guaran¬ 
teed  by  the  United  States. 

This  is  set  up  in  the  prospectus  of  the  sales  by  Federal  National 
Mortgage  Association. 

The  Chairman.  Now,  may  I  try  to  clarify?  That  statement,  I 
understand,  is  put  in  there  so  as  to  put  these  securities  in  a  class  that 
makes  them  subject  to  taxation  by  the  State  authorities.  Is  that 
right?  And  that  accounts  for  some  of  this  difference? 

Mr.  Widnall.  That  is  right. 

Mr.  Patman.  Mr.  Chairman,  may  I  make  a  suggestion? 

The  Chairman.  No  ;  you  have  made  a  lot  of  them,  Mr.  Patman. 

Mr.  Patman.  But  Mr.  Widnall  made  a  good  suggestion  and  I  want 
to  agree  with  him. 

The  Chairman.  I  want  to  ask  a  question  and  I  want  to  direct  my 
question  to  the  witness,  Mr.  Widnall,  when  I  can  get  his  attention. 

Mr.  Widnall.  Yes,  sir. 

The  Chairman.  The  whole  history  of  this  situation  relative  to  the 
guarantees  is  as  follows,  and  if  I  am  wrong,  will  you  correct  me  when 
I  get  through  with  my  statement? 

Under  the  setup  of  the  Housing  Authority  which  is  the  FNMA, 
it  was  provided  originally  that  we  should  do  it  by  what  is  known 
as  back-door  spending.  There  was  a  provision  put  in  the  law  that 
FNMA,  now  Housing,  and  nobody  else,  should  have  the  right,  spe¬ 
cifically  provided,  to  go  to  the  Treasury  and  get  the  money  without 
direct  appropriation  for  the  purposes  set  up  in  that  bill,  to  care  for 
the  purposes. 

That  is  the  way  it  was  financed. 

I  am  right  so  far,  am  I  not  ? 

Mr.  Widnall.  You  are  absolutely  correct. 

The  Chairman.  Now,  the  agency,  under  that  broad  language,  has 
construed  that  to  mean,  and  I  am  not  saying  that  it  is  not  a  feasible  and 
proper  construction,  that  when  they  have  losses,  they  can  go  to  the 
Federal  Treasury  and  get  a  check  for  the  money  to  pay  those  losses. 

Mr.  Widnall.  Correct. 

The  Chairman.  Of  all  these  agencies  that  are  involved  in  this  bill 
as  written,  FNMA  is  the  only  one  that  has  that  authority  to  draw 
the  money  directly  from  the  Treasury  to  pay  the  losses.* 
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Mr.  Widnall.  The  unlimited  draw  on  the  Treasury. 

The  Chairman.  Yes. 

Mr.  Widnall.  That  is  right,  to  pay  losses. 

The  Chairman.  Yes.  They  can  take  a  check  down  and  say  we  want 
so  many  millions  or  billions  to  pay  losses,  and  the  Treasury,  under 
the  act  that  Congress  passed — not  the  bureaucrats ;  they  did  not  pass 
this  one ;  Congress  did  it— pays ;  that  is  the  only  agency  that  today 
has  that  power.  Am  I  right  ? 

Mr.  Widnall.  That  is  correct. 

The  Chairman.  Now,  under  this  bill,  they  are  all  thrown  into  a 
hodgepodge  for  these  certificates  that  are  going  to  be  issued.  And 
the  bill  has  a  provision  in  there  that  puts  all  of  these  other  outside 
agencies  in  the  same  situation  with  the  h  NMA,  so  that  all  of  them 
will  then  have  that  same  privilege  of  having  their  debts  guaranteed 
in  the  same  way  that  FNMA  does,  so  that  all  of  them  can  go  directly 
to  the  Treasury. 

Now,  is  that  a  correct  statement  or  not? 

Mr.  Widnall.  That  is  what  it  amounts  to ;  yes. 

The  Chairman.  Mr.  Patman,  is  that  a  correct  statement  ? 

Mr.  Patman.  Yes;  I  think  it  is. 

The  Chairman.  That  is  all  I  want  to  know. 

Mr.  Patman.  Wait  just  a  minute,  Judge.  There  is  some  explana¬ 
tion  due  there. 

Y on  see,  that  would  be - 

The  Chairman.  I  was  not  asking  for  any  explanation.  I  just 
wanted  to  know  what  the  situation  is. 

Mr.  Patman.  It  is  very  vital.  If  the  Chairman  does  not  want  it, 

of  course - 

The  Chairman.  I  will  not  stop  the  gentleman  from  making  his 
explanation. 

Mr.  Patman.  The  explanation  is  that  this  bill  will  stop  these 
separate  agencies  from  doing  it  on  their  own.  The  agencies  will  have 
to  make  sales  of  obligations  through  FNMA. 

Mr.  Widnall  suggested  a  moment  ago  that  the  agencies  can  still 
make  sales  directly.  If  they  can,  I  want  to  stop  it,  because  the  intent 
of  this  is  to  stop  them  and  require  that  they  only  go  through  FNMA, 
where  the  interest  rate  will  be  low. 

I  believe  the  language  is  there,  Mr.  Widnall,  but  if  not  I  am  for 
appropriate  language  that  will  stop  it.  They  should  have  to  go 
through  FNMA  only.  This  is  to  save  interest  rates. 

The  Chairman.  Well,  I  am  not  taking  a  position  on  it  one  way  or 
the  other,  but  I  think  it  ought  to  be  clarified  so  we  would  know  just 
what  the  situation  is. 

Mr.  Patman.  There  is  one  other  thing  about  that  that  you  must 
not  overlook.  They  have  to  go  through  the  Appropriations  Com¬ 
mittee,  and  if  a  subsidy  is  required,  the  Appropriations  Committee 
has  to  agree  to  that.  They  have  to  agree  to  the  terms  and  conditions 
of  these  sales,  these  participation  sales. 

The  Chairman.  Let  us  pursue  that  a  moment.  Under  the  bill,  when 
FNMA  gets  to  the  Appropriations  Committee,  it  has  to  go  to  the 
Appropriations  Committee  before  it  forms  the  pool  ? 

Mr.  Patman.  No;  before  they  sell  the  participating  certificates. 
The  Chairman.  Well,  of  course  before  they  sell  them. 
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Mr.  Patman.  Yes,  sir. 

The  Chairman.  Because  it  also  has  to  go  before  it  makes  any  terms 
about  selling. 

Mr.  Patman.  There  would  be  no  point  there,  Judge.  The  only 
point  is  they  are  selling  the  participating  certificates.  Before  they 
can  sell  them,  they  have  to  get  the  approval  of  the  Appropriations 
Committee. 

Say  we  have  a  pool  of  assets  here.  We  want  to  sell  participations 
in  these.  The  Appropriations  Committee  can  say,  “Well,  we  do  not 
agree  with  your  terms,  your  interest  rate  is  too  high;  you  are  paying 
brokerage  when  you  should  not.”  Or  they  can  impose  any  similar 
conditions  or  restrictions.  If  there  is  a  subsidy  involved,  they  have 
to  approve  that. 

The  Chairman.  In  other  words,  Appropriations  would  have  control 
over  the  whole  situation  ? 

Mr.  Patman.  Absolutely.  They  would  have  complete  control. 

And  that  is  what  the  American  Bankers  Association  said. 

The  Chairman.  And  I  am  sure  that  is  what  you  intend. 

As  I  said  yesterday,  the  prospect  of  profits  is  very  persuasive  to 
bankers,  and  I  know  because  I  have  been  one. 

I  understand  what  you  are  trying  to  do,  which  may  be  all  right. 
But  you  do  not  do  it  in  your  bill. 

Mr.  Patman.  If  we  do  not,  we  will  amend  it. 

I  will  agree  to  what  Mr.  Widnall  can  write  in  there. 

The  Chairman.  Well,  now,  that  is  a  pretty  good  agreement,  Mr. 
Widnall.  Will  you  go  along  with  that? 

Mr.  Widnall.  If  some  other  changes  are  made,  Mr.  Chairman. 

The  Chairman.  Mr.  Bolling? 

Mr.  Bolling.  On  that  specific  point — I  do  not  want  to  interrupt 
the  chairman’s  line  of  approach.  But  on  that  specific  point,  I  would 
like  to  get  some  sort  of  line  of  consensus  from  the  two  gentlemen  at 
the  end  of  the  table,  perhaps  with  the  help  of  a  third,  as  to  how  many 
amendments  have  now  been  proposed  and  accepted. 

Mr.  Patman.  One  accepted  and  one  proposed. 

Mr.  Bolling.  Are  they  both  the  same  ? 

Mr.  Patman.  No;  they  are  different.  I  mean  they  are  separate  as 
far  as  I  am  concerned.  The  first  is  the  one  prepared  by  the  Treasury. 

Mr.  Widnall.  That  one  has  not  been  accepted  by  me. 

Mr.  Patman.  It  lias  not  been  accepted  by  Mr.  Widnall.  Neither  lias 
it  been  rejected. 

Mr.  Bolling.  In  other  words,  there  is  agreement  that  there  need 
to  be  amendments  but  there  is  some  confusion  as  to  what  and  where ; 
especially  to  where? 

Mr.  Patman.  Well,  the  majority  is  agreed. 

Mr.  Bolling.  Thank  you. 

Mr.  Sisk.  Would  the  chairman  yield  at  this  moment  to  pursue  this 
question  ? 

The  Chairman.  Yes. 

Mr.  Sisk.  How  much  time  was  held  in  hearings  on  this  bill  in  the 
Banking  and  Currency  Committee? 

Mr.  Patman.  Well,  there  are  two  bills.  They  are  related.  The 
same  facts  are  necessarily  present  on  each  bill.  One  of  them  we  had 
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several  days’  hearings  on.  We  had  every  person  testify  who  asked  for 
the  privilege  of  testifying ;  every  one. 

Then  the  second  bill,  we  did  not  have  extensive  hearings.  We  only 
had  two  witnesses,  the  Director  of  the  Budget  and  the  Under  Secretary 
of  the  Treasury,  Mr.  Barr,  for  the  reason  that  we  had  plowed  that 
ground  once  before;  exactly  the  same  ground,  the  same  problems 
involved. 

Now,  the  majority  of  the  committee,  by  a  vote  of  22  to  3,  voted  to 
not  have  any  more  testimony.  But  the  bill  was  urgent  and  needed  and 
we  voted  the  bill  out. 

Mr.  Sisk.  Well,  Mr.  Chairman,  does  not  the  gentleman  agree  though, 
that  in  the  light  of  what  has  been  going  on  here  for  the  last  couple  of 
days,  that  this  bill  would  be  better  off  to  go  back  to  your  committee 
for  further  hearings?  It  seems  to  me  and  is  admitted  by  you  and  the 
ranking  minority  member,  that  there  very  definitely  should  be  further 
hearings. 

Would  the  gentlemen  agree  with  me  on  that  ? 

Mr.  Patman.  No ;  I  would  not  agree  on  that. 

It  would  be  just  a  rehash  of  the  same  thing.  If  the  Rules  Com¬ 
mittee  would  act  on  it,  I  would  appreciate  it  very  much.  Speaking 
for  a  majority  of  22  members  out  of  33,  we  would  like  to  have  that  done. 

Mr.  Widnall.  Mr.  Chairman,  might  I  speak  to  that  ?  _ 

The  Chairman.  Now,  if  I  may  get  back  to  my  question  about  what 
authority  and  power  the  Appropriations  Committee  has  over  the 
formation  of  these  pools.  Here  is  the  language  of  the  bill,  and  it  is 
in  just  one  sentence,  and  a  very  brief  sentence : 

Beneficial  interests  or  participations  shall  not  be  issued  for  the  account  of 
any  trustor  in  an  aggregate  principal  amount  greater  than  is  authorized  with 
respect  to  such  trustor  in  an  appropriation  act. 

Now,  what  does  that  mean? 

Mr.  Patman.  That  means  the  Appropriations  Committee  would 
have  to  pass  on  it  and  put  it  in  the  law. 

The  Chairman.  Before  the  pool  could  form? 

Mr.  Young.  Yes,  before. 

Mr.  Patman.  They  have  to  pass  on  it  before  anything  is  sold — any¬ 
thing  is  sold.  And  they  can  put  limitations  on  it.  They  can  refuse 
it.  They  have  to  approve  it,  the  Appropriations  Committee  has  to. 
Otherwise,  it  cannot  be  done. 

The  Chairman.  You  mean  by  that  that  the  Congress  has  to  agree? 

Mr.  Patman.  Yes,  sir;  the  Appropriations  Committee  recommends 
it.  And  that  telegram  was  rather  plain  on  that,  from  Mr.  Walker 
of  the  American  Bankers  Association.  This  is  what  sold  them  on  it. 

Mr.  Widnall.  Mr.  Chairman,  Mr.  Walker  never  testified  before 
the  committee  as  a  witness. 

The  Chairman.  As  I  recall  it,  what  he  said  was,  “We  have  no  objec¬ 
tion.”  Of  course,  they  do  not  have  any  objection  if  they  are  going 
to  get  all  these  discounts.  I  would  not  either. 

Mr.  Widnall.  I  would  like  to  add  one  thing,  too,  in  connection 
with  the  question  asked  by  Mr.  Sisk.  These  two  bills,  the  Senate  bill 
and  the  second  bill — we  did  have  witnesses  on  the  Senate  bill.  This 
just  had  to  do  with  selling  the  assets  of  the  Small  Business  Adminis¬ 
tration.  There  were  people  who  wanted  to  be  heard  on  the  big  bill. 
It  is  not  true  that  we  heard  them  in  connection  with  this  bill,  and  they 
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very  definitely  should  be  heard,  the  farm  organizations  particularly. 
I  know  of  other  groups  that  would  like  to  be  heard. 

They  did  not  know  this  bill  was  coming  up.  The  bill  itself  went 
into  the  hopper  one  day  and  we  had  hearings  on  it  for  3  hours  the  nest 
dav  and  voted  it  out  of  committee.  They  did  not  even  know  it  was 
being  considered  by  the  committee.  . 

The  Chairman.  I  have  communications  from  the  Farmers  Union 
and  the  National  Grange  and  I  have  a  great  deal  of  confidence  in  their 
knowledge  about  farming,  but  I  do  not  have  as  much  about  their 
knowledge  of  finances  because  I  find  it  a  pretty  complicated  thing. 

Mr.  Widnall.  That  is  true,  Mr.  Chairman.  They  were  very  dis¬ 
turbed  about  what  was  going  to  happen  to  the  financing  of  farm 
mortgages  and  also  the  interest  rates  that  are  involved  and  how  it 
would  affect  those  that  they  represented. 

Mr.  Madden.  Mr.  Chairman,  I  understood  Congressman  Patman 
to  say  several  times  that  this  discount  racket  is  remedied  in  this  bill. 
But  I  would  like  to  have  Mr.  Patman,  if  he  could,  show  where  it  is 
corrected. 

Mr.  Patman.  It  is  intended  to  stop  this,  and  I  believe  the  language 
is  in  the  bill  to  do  that.  However,  if  it  is  not,  we  will  put  it  in. 

That  is  what  I  said,  but  I  would  let  Mr.  Widnall  write  the  language. 

Mr.  Madden.  Well,  it  is  not  in  there. 

Mr.  Patman.  Well,  I  think  it  is. 

Mr.  Madden.  If  you  would  just  kind  of  give  me  a  clue  where  it  is 

1  will  try  to  see  what  leads  you  to  think  it  is  in  the  bill. 

Mr.  Patman.  Well,  if  the  Appropriations  Committee  cannot  con¬ 
trol  it  for  the  Congress,  I  do  not  know  who  can.  They  have  to  go 
through  the  Appropriations  Committee  before  they  get  to  the  House 
to  get  it  approved.  If  that  does  not  correct  it,  I  do  not  know  what  in 
the  world  would. 

Mr.  Madden.  Let  me  ask  this,  just  to  clear  up  my  own  apprehen¬ 
sion.  On  this  discount,  protecting  these  obligations  on  financing  hous¬ 
ing,  when  we  drive  along  and  see  a  lot  of  subdivisions  erected  in  Chi¬ 
cago  and  New  York  and  all  over  the  Nation,  square  miles  and  square 
miles  and  square  miles  of  them,  sometimes  occupied  and  sometimes 
not.  Sometimes  they  are  built  with  poor  construction  and  maybe  in 

2  or  3  years,  they  develop  into  slums. 

The  builder,  the  contractor,  the  subdivider — has  no  concern.  If  the 
people  move  out  and  fail  in  their  payments,  why  the  Government 
guarantees  him.  Is  that  not  true  ? 

Mr.  Patman.  Yes ;  FHA  has  to  approve  the  construction  you  know. 
They  look  at  this  very  carefully  in  my  section. 

Mr.  Madden.  Well,  in  my  section  they  do  not  look  at  it  very  care- 
fully. 

Mr.  Patman.  Of  course  there  are  exceptions  in  all  cases. 

Mr.  Madden.  It  has  been  the  biggest  bonanza  and  national  dis¬ 
grace,  what  these  builders  have  done  to  racketeer  on  the  Government 
with  this  guarantee.  They  have  thrown  up  shacks  and  everything 
else  and  the  Government  has  to  Stand  for  it. 

I  think  your  committee  ought  to  get  into  that,  because  that  racket 
is  still  going  on. 

Mr.  Patman.  And  evidence  that  you  want  to  present  will  certainly 
get  consideration. 


PRIVATE  FINANCING  OF  CREDIT  NEEDS 


63 


Mr.  Madden.  All  you  have  to  do  is  to  go  out  to  any  city  in  the  coun¬ 
try  and  you  will  get  plenty  of  evidence. 

Mr.  Patman.  Well,  we  have  plenty  to  do  here  without  doing  that. 
Mr!  Madden.  We  might  get  a  special  appropriation  for  the  Rules 
Committee  and  we  will  appoint  a  subcommittee  to  investigate  that. 

The  Chairman.  I  will  appoint  you  Chairman. 

Mr.  Madden.  That  is  all  the  questions  I  have  to  ask.  .  . 

Mr.  Patman.  Judge,  this  bill,  I  think,  is  important.  The  adminis¬ 
tration  feels  it  is  urgent. 

The  Chairman.  Mr.  Bolling  wishes  to  ask  a  question. 

Mr.  Bolling.  I  am  just  interested  in  the  question  of  the  urgency. 

I  am  well  aware  of  what  you  might  call  the  fire  that  has  been  put  bo 
hind  this  bill.  But  I  happen  to  know,  and  I  am  sure  my  distinguished 
chairman  of  the  Joint  Economic  Committee,  as  well  as  of  the  Banking 
and  Currency  Committee,  knows  also,  as  does  the  gentleman  from 
New  Jersey,  Mr.  Widnall,  that  the  outline  of  this  program  was  first 
contained  in  a  message  from  the  President  on  the  24th  of  January, 

I  believe,  in  his  economic  message.  The  urgency  developed  only  m 
a  24-hour  period  from  the  day  that  the  bill  was  sent  up  from  some¬ 
where — on  the  20th  of  April  to  the  21st  of  April,  when  my  distin¬ 
guished  friend,  the  gentleman  from  Texas,  Mr.  Patman,  held  a  hearing. 

I  am  aware  of  the  urgency  of  the  matter.  As  a  matter  of  fact,  the 
Joint  Economic  Committee' had  something  to  say,  both  the  majority 
and  minority  had  quite  a  lot  to  say  about  the  subject  of  participation. 

I  refer  the  gentleman  to  that  report  of  his  committee. 

A  majority  report,  which  I  believe  was  unanimous  as  far  as  the 
majority  is  concerned,  raised  very  serious  questions  about  the  eco¬ 
nomic  impact  of  this  approach.  .  , 

Now,  I  cannot  comprehend,  frankly,  how  it  could  be  that  we  would 
have  hearings  on  a  bill  so  extensive  and  so  vague  without  calling  as 
witnesses  those  who  buy  the  participations. 

The  Chairman.  Those  who  did  what  ? 

Mr.  Bolling.  Who  buy  the  participations.  There  is  a  record  fur¬ 
nished  bv  the  Federal  National  Mortgage  Association  as  to  who  has 
been  buying  what  percent  of  participations  up  to  this  date.  And  they 
include  of course,  the  commercial  banks,  the  insurance  companies, 
the  savings  and  loans,  and  a  variety  of  groups,  including  individual 

trust  funds.  .  ,  ,  „  ...  -n  ^  „ 

I  had  the  privilege  of  serving  on  the  great  Committee  on  Banking 

and  Currency,  for  some  time.  I  happen  to  think  this  is  a  very  funda¬ 
mental,  very  important  piece  of  legislation.  And  the  people  who  are 
involved  have  never  been  heard,  except  for  the  Government  witnesses. 
And  I  am  just  curious  as  to  why  it  suddenly  got  so  urgent  m  late 

April. 

That  is  the  question.  .  .  0 

Mr  Patman.  May  I  answer  it,  Mr.  Chairman s 
The  Chairman.  Well,  Mr.  Widnall  happens  to  be  the  witness. 

But  I  reckon  it  is  all  right.  You  go  ahead.  We  have  been  very 

informal  about  it.  ,  „  .  , 

I  think  that  is  all  right,  but  we  thought  we  had  finished  with  you 

the  other  day. 
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Mr.  Patman.  This  question  is  21  years  olcl.  We  have  discussed 
it  every  year  for  21  years.  Why  should  we  rehash  everything  all  at 
one  time  ? 

So  far  as  the  Joint  Economic  Committee  is  concerned,  I  am  well 
aware  of  the  fact  that  we  did  discuss  this  in  session,  but  the  principal 
part  of  our  discussion  was  as  to  the  use  of  funds,  and  who  would  be 
allowed  to  participate  in  the  purchase  of  these  participation  certifi¬ 
cates.  We  put  a  provision  in  the  Joint  Economic  Committee  report 
stating  that  consideration  should  be  given  to  permitting  pension  funds 
and  similar  trust  funds  to  be  used  in  buying  these  participation  cer¬ 
tificates.  So  that  was  more  of  a  recommendation  than  it  was  a  direct 
statement  against  it. 

Mr.  Bolling.  I  refer  the  gentleman  to  the  full  language. 

Mr.  Patman.  I  am  acquainted  with  the  full  language,  and  I  now 
the  point  of  what  the  gentleman  says. 

The  Chairman.  Senator  Pepper  has  been  trying  to  say  something. 

Mr.  Young.  I  have,  too.  I  want  to  interpose  a  mild  protest.  It  ^ 
lias  bounced  back  and  forth  around  the  table,  and  I  think  the  only  way 
we  are  going  to  get  in  here  is  to  ask  somebody  to  yield. 

I  want  to  ask  for  some  more  confirmation.  The  question  has  arisen 
several  times  as  to  how  the  procedures  under  this  bill  wTould  improve 
the  procedures  that  were  followed  when  SBA  sold  their  securities 
directly  on  the  market.  Well,  as  a  layman  approaching  this  one,  I 
can  see  two  things  that  are  quite  important  under  this  bill  that  should 
improve  that  situation.  No.  1  is  that  FNMA  is  named  as  the  fiscal 
agent  of  the  United  States  to  handle  this  business  for  all  agencies 
that  are  named  and,  unlike  the  other  agencies,  FNMA  does  enjoy  a 
privilege  of  getting  the  backing,  the  fiscal  backing  of  the  U.S.  Gov¬ 
ernment  to  meet  its  obligations  that  would  be  incurred  under  this 
operation.  That  is  one. 

The  second  important  aspect  of  this  bill,  as  I  see  it,  is  that  you  are 
naming  a  fiscal  agent  that  is  separate  and  apart  from  the  agency  that 
needs  the  money.  Now,  it  is  one  thing  when  SBA  went  after  the  secu¬ 
rities  on  the  market,  SBA  was  hurting  for  cash  and  hurting  badly.  It 
is  sort  of  like  the  fellow  who  takes  his  watch  to  the  pawnbroker.  He 
is  in  pretty  tough  shape  or  he  would  not  be  there  to  start  with.  SBA 
was  in  pretty  much  that  shape.  A 

FNMA  is  the  fiscal  agent  and  in  a  stronger  position.  In  addition,  ▼ 
FNMA  would  not  be  as  apt  to  sell  these  securities  at  just  any  offer. 

Is  that  right? 

Mr.  Patman.  That  is  right.  The  interest  rate  would  be  lower.  You 
put  your  finger  right  on  it. 

You  know,  when  SBA  offered  those  securities,  the  market  said, 

“We  do  not  know  anything  about  these  securities,  we  do  not  know 
how  much  of  a  guarantee  is  behind  this,  and  we  do  not  want  to  buy 
them.  Therefore,  wTe  are  not  going  to  buy  them  at  5.5  percent.”  That 
is  the  cause  of  the  first  turndown,  I  will  say  to  the  gentleman. 

Mr.  Young.  Let  me  ask  you  this  question,  if  you  can  answer  it. 
What  is  the  going  interest  rate  of  these  securities  which  the  Govern¬ 
ment  owns?  Would  5  or  5.5  percent  be  about  the  going  interest  rate? 

Mr.  Patman.  Well,  the  current  market  or  yield  is  about,  that.  How¬ 
ever,  the  interest  rate  that  we  are  getting  on  them  is  much  lower  than 
that.  Some  of  the  college  housing  is  down  to  3  percent.  But  if  you 
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sell  the  obligation ;  that,  is,  if  you  make  a  security  marketable,  you 
have  to  adopt  the  current  rate,  whatever  it  is. 

Mr.  Young.  You  do  not  have  an  average  figure,  then,  of  what - 

Mr.  Patman.  I  would  say  5.25  to  5.5. 

Mr.  Young.  Then  you  have  to  take  that  5.25  off  this  6  percent  to 
start  with? 

Mr.  Patman.  Yes. 

Mr.  Young.  Then  you  can  take  the  one-quarter  brokerage  fee  off, 
because  FNMA  is  the  main  broker  for  the  U.S.  Government? 

Mr.  Patman.  That  is  right. 

Mr.  Young.  All  right.  So  actually,  these  figures  sound  appalling, 
and  I  agree  that  they  are  startling  when  they  are  put  out  m  bulk, 
in  total  amounts.  But  you  take  a  piece  of  paper  down  to  the  local 
banker  and  rediscount  it,  and  he  is  going  to  get  a  pretty  good  piece 


of  it  himself. 

Mr.  Widnall.  Would  the  gentleman  yield? 

Mr.  Young.  Yes. 

The  Chairman.  Mr.  Pepper  would  like  to  get  a  word  m. 

Mr.  Widnall.  Excuse  me,  Mr.  Chairman.  I  had  asked  him  to  yield 
to  me,  and  he  yielded  to  me. 

Mr.  Young.  Certainly. 

Mr.  Widnall.  On  page  8  of  the  bill,  line  19,  it  says: 

“The  association  may  be  named  and  may  act  as”  this  is  page  8, 
line  19,  H.R.  14544. 

The  Chairman.  Where  are  you  ?  . 

Mr.  Smith.  It  does  not  say  anything  about  that  in  my  bill. 

Mr.  Patman.  He  has  a  different  bill. 

Mr.  Widnall.  Excuse  me,  it  is  page  3,  line  19 : 

“The  association  may  be  named  and  may  act  as  trustee  of  any  such 
trusts”— this  bill  does  not  say  the  association ;  namely,  FNMA  shall 
be  named  and  shall  act  as  trustee.  It  says  “may  be  named  and  may 

£l(vfc  ^ 

Mr.  O’Neill.  What  do  you  mean  by  that?  .  .. 

Mr.  Widnall.  They  still  do  not  have  to  be  named,  under  this  bill. 
Mr.  Patman.  I  think  they  should  have,  and  I  will  agree  to  any 

amendment  you  write.  . 

Mr.  Pepper.  Mr.  Chairman,  if  you  will  just  grant  me  a  minute. 

The  Chairman.  Mr.  Pepper.  R 

Mr  Pepper.  I  would  like  to  ask  the  able  gentleman  if  the  first  step 
in  the  transfer  of  the  securities  from,  let  us  say,  SB  A  to  FNMA  does 
not  have  to  be  approved  in  an  appropriation  act  passed  by  the  Con¬ 
gress  of  the  United  States?  Now,  as  a  basis  for  that,  I  direct  the 
attention  of  the  committee  and  the  witness  to  page  6  of  the  bill,  ilie 

able  chairman  read  a  part  of  that  a  while  ago:  .  T 

“Beneficial  interests  or  participations  shall  not  be  issued  —now,  i 
take  that  to  mean  that  securities  from  SBA,  held  by  SBA,  shall  not 
be  transferred  to  FNMA— “shall  not  be  issued  for  the  account  of  any 
trustor” — the  trustor  in  this  case  would  be  the  SBA — 

in  an  aggregate  principal  amount  greater  than  is  authorized  with  respect  to 
such  trStor  in  an  appropriation  act.  Any  such  authorization  shall  remain 

available  until  used. 

That  is  the  first  thing.  I  am  asking  is  it  not  a  fact  that  SBA  has  no 
authority  to  transfer  its  securities  to  FNMA  as  a  basis  for  these  par- 
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ticipation  certificates  until  first  that  authority  is  cleared  up  through 
an  appropriation  act  of  Congress.  Is  that  right  ? 

Mr.  Widnall.  FNMA  or  any  other  trustee. 

Mr.  Pepper.  No;  I  am  asking  you  is  not  that  language  prohibitory 
on  any  transfer  from  SBA  of  its  securites  to  FNMA  unless  the  trans¬ 
fer  is  authorized  by  an  appropriation  act?  Is  that  not  what  the 
language  says  ? 

Mr.  Widnall.  I  just  said  to  FNMA  or  any  other  trustee. 

Mr.  Pepper.  No  ;  it  says  beneficial  interests  or  participations  shall 
not  be  issued.  Now,  this  bill,  that  language  is  talking  about  the 
scheme  set  up  in  this  bill.  Now,  let  me  direct  the  witness’  attention 
to  line  22  of  page  6.  I  will  tell  you  how  these  participations  would  be 
good  and  why  the  situation  protested  by  the  gentleman  from  New 
Jersey  will  not  be  possible : 

Whenever  the  issuance  of  an  aggregate  principal  amount  is  authorized  pursuant 
to  paragraph  (4)  of  this  subsection— 

That  is  the  paragraph  (4)  that  I  just  read  up  there — when  it  is  au¬ 
thorized  in  an  appropriation  act — 

such  an  authorization  in  an  appropriation  Act  shall  establish  on  the  books  of 
the  Treasury  as  appropriations  such  sums  as  may  be  necessary  from  time  to 
time  to  enable  the  trustor — 

That  is,  the  SBA  in  this  case — 

to  pay  the  trustee  such  insufficiency  as  the  trustee  may  require  on  account  of 
outstanding  beneficial  interests  or  participations.  Such  trustor  shall  make 
timely  payments  to  the  trustee  from  such  appropriations,  subject  to  and  in 
accord  with  the  trust  instruments. 

In  other  words,  these  securities  are  going  to  be  good  because  before 
they  are  ever  transferred  from  SBA  to  the  FNMA,  an  appropriation 
act  shall  specifically  authorize  it,  and  that  act  shall  be  considered  by 
the  Treasury  as  an  appropriation  of  credit,  to  the  credit  of  the  SBA  to 
enable  them  to  pay  any  deficit  between  the  yield  that  the  security 
transferred  might  bring  and  the  amount  of  the  debt  payment  required 
under  the  participation  certificate.  So  it  would  be  a  margin  of 
interest,  if  anything,  in  overall  debentures. 

One  other  thing.  Page  5  says  “when  any  trustor” — that  is,  in  this 
case,  SBA — 

guarantees  to  the  trustee  the  timely  payment  of  obligations  he  subjects  to  a 
trust  pursuant  to  this  subsection,  and  it  becomes  necessary  for  such  trustor  to 
meet  his  responsibilities — 

That  he  pay  any  difference  from  what  the  security  yield  and  the  debt 
requirements  under  the  participation  certificates — 

under  such  guarantee,  he  is  authorized  to  fulfill  such  guarantee  by  using  any 
appropriated  funds  or  other  amounts  available  to  him  for  the  general  purposes 
or  programs  to  which  the  obligations  subjected  to  the  trust  are  related. 

The  last  one  is  on  page  3.  It  says : 

Subject  to  the  limitations  provided  in  paragraph  (4)  of  this  subsection,  the 
head  of  any  executive  department,  agency,  or  instrumentality  of  the  United 
States,  hereinafter  in  this  subsection  called  the  “trustor,”  is  authorized  to  set 
aside  a  part  or  all  of  any  obligations  held  by  him  and  subject  them  to  a  trust 
or  trusts  and,  incident  thereto,  shall — 

Shall— 

guarantee  to  the  trustee  timely  payment  thereof : 
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So  this  money  is  appropriated  by  the  Congress  of  the  United  States 
to  make  up  any  deficit  between  the  yield  of  the  securities  and  the 
amount  of  the  debt  service  requirements  of  the  participation  certifi¬ 
cates.  So  the  buyer  has  a  good  security,  because  the  money  has 
already  been  appropriated  if  there  is  a  deficiency  between  wliat  me 
security  yield  in  interest,  for  example,  and  its  payment  required  under 
the  participation  certificate.  That  is  the  reason  that  it  is  good 
machinery  to  save  money  for  the  Government,  because  the  purchaser 
is  not  taking  any  chance  at  all. 

Thank  you  very  much. 

Mr.  Young.  That  is  well  done. 

Mr.  Delaney.  I  think  you  have  cleared  up  some  of  the  points. 
Those  were  the  very  questions  that  we  were  asking.  _ 

The  Chairman.  Gentlemen,  there  is  a  vote  on  a  motion  to  recommit 
croiim  on  now.  We  will  have  to  recess.  We  have  some  business  up 
he  re '"that,  has  to  be  attended  to,  and  I  would  like  the  committee  to 
come  right  back,  if  you  will.  We  need  an  executive  session  m  the 

first  place.  .  .  _  .  .  8 

Mr.  Patman.  Will  it  be  a  continuation  of  this,  J  udge  ( 

The  Chairman.  Yes,  some  continuation;  I  do  not  know  how  much. 
Come  back  in  20  minutes,  please. 

The  Chairman.  Mr.  Widnall,  if  you  don’t  mind  being  delayed,  the 
committee  had  decided  they  would  like  to  hear  Mr.  Barr,  the  under 
Secretary  of  the  Treasury,  and  he  is  here. 

STATEMENT  OF  JOSEPH  W.  BARR,  UNDER  SECRETARY  OF  THE 

TREASURY 

The  Chairman.  Mr.  Barr,  we  will  be  glad  to  hear  any  observations 

vou  have  to  make.  .  .,  » 

Mr.  Barr.  Yes,  Mr.  Chairman.  I  can  understand  the  perplexity  of 

this  committee  because  I  have  spent  about  45  days  on  this  legislation. 
The  reason  for  its  complexity  is  the  fact  that  since  191  <  the  united 
States  has  been  embarked  on  a  series  of  Federal  credit  programs.  It 
started  in  agriculture  with  Federal  credit  bills.  It  moved  fiom  agri¬ 
culture  into  the  Federal— I  think  the  next  one— they  built  up  a  whole 
series  of  credit  programs  in  agriculture— came  with  the  mortgage  situ¬ 
ation,  the  insurance  of  the  F ederal  Housing  Administration.  1  hen  w  e 
moved  all  along  the  line  to  the  Small  Business  Administration. 

We  kept  moving  and  now  there  are  loans  made  for  college  housing, 
academic  facilities,  for  a  whole  host  oi  programs. 

There  are  100  programs  in  this  country,  roughly  100— programs  that 
involve  loans  to  different  sectors  of  the  economy.  . 

Now,  the  issue  that  is  before  this  Government  is  this :  Whether  we 
are  go in  o-  to  continue  to  raise  the  money  to  make  these  loans  by  taxes 
or  by  borrowing  from  the  Treasury.  By  holding  these  loans,  we  aie 
going  to  have  a  bank,  not  a  government.  Today  the  Federal  Gov¬ 
ernment  holds  $33  billion  of  direct  loans.  ,  rt»Q1 

If  this  bill  is  passed,  next  year  this  total  should  drop  to  about  $31 
billion.  If  it  is  not  passed,  the  total  will  go  up  to  about  $39  billion. 
That  includes  fiscal  years  1966  and  1967. 
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It  would  not  be  hard  for  me  to  imagine  that  within  2  years  the 
total  will  go  over  $50  billion,  and  within  a  decade,  over  $100  bil¬ 
lion.  . 

What  we  in  the  Treasury  are  trying  to  do  is  to  reverse  this  pro¬ 
cedure.  The  United  States  has  two  credit  lines  that  have  always 
been  recognized  by  the  Congress.  One  is  the  general  credit  of  the 
country  which  we*  use  for  Government  operations,  for  our  expendi¬ 
tures,  for  war,  for  peace,  and  for  the  purposes  of  Government. 

The  other  distinction,  the  Congress  has  made  has  been  money  raised 
for  specialized  lending  purposes,  to  farmers,  to  home  buyers,  colleges, 
elementary  schools,  small  business,  the  whole  gamut  of  Federal  pro¬ 
grams. 

We  say  in  the  specialized  lending  programs  that  are  made  essential¬ 
ly  to  subjects  that  are  close  to  the  private  sector,  that  have  some¬ 
thing  to  do  with  the  private  economy,  that  the  Government  should 
not  keep  its  tax  money,  or  the  money  it  borrows  through  the  Treas¬ 
ury,  tied  up  in  these  loans  if  we  can  sell  them.  That  is  basically  what 
we  are  doing  in  this  legislation. 

This  legislation  says  to  FNMA,  to  FHA,  to  the  Veterans’  Admin¬ 
istration,  to  the  Farm  Home  Administration,  to  Small  Business  Ad¬ 
ministration,  to  Export-Import  Bank,  I  don’t  think  I  have  forgotten 
anyone,  the  direct  loans  you  make  you  can  bundle  up,  transfer  them 
to  FNMA,  who  will  act  as  a  trustee*.  FNMA  then  can  sell  participa- 
ti  ons  in  these  lo  ans  in  the  private  sector. 

That  is  in  essence  what  this  bill  is  going  to  do.  Some  of  the  ob¬ 
jections  to  it  are  simple  and  understandable.  These  participations 
will  carry  a  higher  rate  than  Treasury  bonds.  That  is  true.  The 
reason,  one  of  the  big  reasons  they  will  carry  a  higher  rate  than 
Treasury  bonds  is  that  Treasury  bonds  are  not  taxable  by  the  States. 
These  obligations  are  taxable  by  every  State.  So,  consequently,  there 
will  be  a  heavier  tax  burden  to  the  person  buying  this  participation 
than  the  person  buying  the  Treasury  security. 

Over  the  past  2  years  our  average  experience,  I  won’t  predict  what 
will  happen  in  the  future,  but  our  experience  in  the  past  2  years  has 
been  that  normally  these  participations  will  carry  a  yield  about  a  quar¬ 
ter  of  a  percent  to  three-eighths  of  a  percent  higher  than  the  Treasury 
obligations. 

In  March  of  this  year  Treasury  bonds  were  selling  for  roughly  5 
percent.  The  last  FNMA  issue  went  off  at  5.33,  roughly  three-eighths 
of  a  percent  higher.  Prior  to  that  time  the  spread  had  been  closer. 

I  want  to  make  it  clear  that  this  is  slightly  more  expensive  than 
borrowing  through  the  Treasury  but  the  alternative  of  borrowing 
through  the  Treasury  is  that  we  are  going  to  make  the  loan  and  we 
are  going  to  hold  it  and  we  are  going  to  be  in  the  position  of  putting 
our  Government  in  the  banking  business,  and  this  is  a  Government, 
not  a  bank.  That  is  the  point  I  make. 

Now,  as  to  the  question  of  whether  or  not  these  are  guaranteed; 
Treasury  obligations  carry  the  full  faith  and  credit  of  the  United 
States;  it  is  the  only  obligation  this  country  issues  that  carries  full 
faith  and  credit.  There  is  a  long  congressional  history  that  only 
Treasury  notes  for  all  purposes  of  Government,  for  all  people,  will 
carry  the  full  faith  and  credit  of  this  Government  as  an  entity. 
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On  the  other  side  are  the  specialized  lending  programs.  They  do 
not  carry  the  full  faith  and  credit  of  the  United  States,  so  how  are 
they  guaranteed?  They  are  guaranteed  in  two  manners.  Under 
this  legislation  they  wiil  be  guaranteed  by  an  appropration  act  of 
the  Congress  of  the  United  States.  In  the  final  analysis,  nobody 
but  you  gentlemen  can  obligate  the  United  States.  Treasury  cant. 
The  President  can’t.  This  country  can  only  be  obligated  by  an  appro¬ 
priation  act  of  the  Congress  of  the  United  States.  And  that  is  pre¬ 
cisely  what  you  are  doing  with  these  special  participation  ceitificates. 

There  is  a  legal  distinction,  of  course,  and  the  legal  distinction  ac¬ 
complishes  one  purpose  and  that  is  to  make  these  obligations  taxable 
by  the  States. 

Those  are  the  main  issues  that  I  see.  I  have  had  conversations 
with  several  members  and  they  objected  to  the  general  language  that 
was  originally  in  the  bill.  I  think  the  objection  was  well  taken.  The 
bill  was  written  generally,  so  that  it  would  provide  for  new  credit 
programs  that  come  along.  We  can  come  to  the  Congress  if  new 
credit  programs  come  along  and  ask  that  they  be  included.  1  he 
amendment  that  we  have  accepted,  and  in  conversations  with  the 
minority  tlioy  hcivB  accBptBd^  <md  in  tliB  SBnatB  it  has  been  accBptBd. 
by  the  majority  and  the  minority,  is  that  we  will  list  specifically  the 
agencies  that  can  pool  their  assets  and  sell  them  off  via  this  route.  _ 

Congressional  control  is  maintained  in  the  authorizing  substantive 
legislation,  and  in  addition,  it  is  increased  by  the  control  that  the 
Appropriations  Committee  will  exercise  when  it  approves  each  sale  of 
every  asset  and  also  approves  an  appropriation  to  cover  the  inteiest 
and  principal  to  meet  these  assets  as  they  are  sold. 

I  will  be  glad  to  answer  any  questions.  That  is  what  we  are  trying 
to  do.  I  am  trying  to  get  the  Government  out  of  the  banking 

buSlllBSS. 

The  Chairman.  Well,  who  wants  to  ask  questions?  I  will  go  down 
the  line.  Mr.  Madden,  do  you  have  any  questions  ? 

Mr.  Madden.  No  questions. 

The  Chairman.  Do  you  have  any  questions  ? 

Mr.  Anderson.  No,  sir. 

The  Chairman.  Do  you? 

Mr.  Delaney.  Ybs.  SoniB  of  tliBSB  were  sold  at  a  discount.  \\  no 

decides  what  discount?  .  . 

Mr.  Barr.  Mr.  Delaney,  I  think  you  are  referring  to  the  sale  ot  the 

SBA  debentures. 

Mr.  Deeaney.  That  is  right. 

Mr.  Barr.  And  this  is  a  perfect  example  of  why  we  are  asking  tor 

this  legislation.  . 

Let  me  give  you  the  history  of  that  transaction.  It  is  not  one  m 
which  I  take  any  pride.  SBA  ran  out,  of  money  early  this  year  be¬ 
cause  of  a  disaster  in  New  Orleans,  Hurricane  Betsy. 

Mr.  Delaney.  If  they  run  out  of  money,  isn’t  it,  tlieir  duty  to  come 
to  Congress  and  ask  for  emergency  legislation,  for  appropriations? 

Mr.  Barr.  Perhaps  you  are  right,  sir.  I  will  not  dispute  this  point. 
They  ran  out  of  money.  They  pooled— they  had  a  pool  of  debentures, 
loans  that,  they  had  made  to  SBIC’s.  They  decided  to  pool  these 
debentures  and  try  to  sell  them  off  into  the  private  markets.  I  he 
markets  were  very,  very  tight  at  that  time.  They  made  one  attempt 
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to  sell  them  at  514.  No  one  would  buy.  This  is  a  cumbersome  cer¬ 
tificate.  It  is  hard  to  transfer.  If  you  bought  one,  you  couldn’t  sell  it. 
You  would  have  to  hold  it. 

They  tried  at  5i/2.  They  couldn’t  sell.  They  finally  got  them  sold 
at  53/4  and  I  want  the  record  to  show  the  Treasury  approved  it.  I 
approved  it  myself. 

Mr.  Delaney.  That  is  one-quarter  percent  commission. 

Mr.  Barr.  No,  sir.  Not  one-quarter  percent  of  commission.  Total 
yield  of  5.78 ;  three-tenths  of  a  point. 

Mr.  Delaney.  That  is  not  the  test  iony  we  had. 

Mr.  Barr.  Well,  I’m  sorry,  Mr.  Delaney;  5.78  was  the  yield. 

Mr.  Delaney.  All  right. 

Mr.  Barr.  So  that  transaction  was  a  sale  into  the  market  of  a  cum¬ 
bersome,  unwieldly  certificate  that  nobody  could  sell,  for  which  there 
was  no  market.  At  the  same  time,  FNMA  was  selling  its  participa¬ 
tions  in  the  market  at  a  yield  of  5.33,  but  they  issued  a  certificate 
that  could  be  bought  and  sold,  could  be  traded.  It  could  be  widely 
dispersed  through  the  whole  economy.  That  is  the  distinction  be¬ 
tween  selling  a  direct  asset,  Mr.  Delaney,  and  selling  a  participation 
in  a  pool  of  assets  that  carries  the  guarantee  of  the  appropriation 
process,  can  be  readily  traded  throughout  the  United  States.  On 
that  basis,  you  could  say  that  deal  cost  $500,000,  the  SBICD’s. 

Mr.  Delaney.  Well,  the  difference  there  of  0.41 - 

Mr.  Barr.  It  is  a  difference  between  5.33  and  5.78,  which  figures  out 
roughly  to  half  of  1  percent  on  $100  million,  which  is  $500,000. 

Now,  if  we  had  sold  them  through  FNMA — we  didn’t  have  the  au¬ 
thority  to  sell  them  through  FNMA — we  could  have  saved  a  half 
million  dollars. 

Now,  as  to  the  responsibility  for  the  sale  of  the  SBIC  certificates,  1 
take  that  responsibility  because  I  was  the  highest  official  in  this  Gov¬ 
ernment  with  whom  the  deal  was  completed.  The  Secretary  was 
absent  at  that  time.  I  was  Acting  Secretary  of  the  Treasury. 

Mr.  Delaney.  Well,  there  are  other  questions  here.  I  don’t  want 
to  go  into  the — I  can’t  understand  the  statements  of  some  of  the  people 
representing  the  Treasury,  that  they  made  in  New  York.  They  don’t 
want  prosperity  or  anything  else.  They  are  saying  there  is  too  much 
profit  or  other  things.  One  of  the  officials  made  that  statement  the 
other  day. 

Mr.  Barr.  I  don’t  think  the  Treasury  has  been  making  speeches 
except  on  savings  bonds. 

Mr.  Delaney.  Well - 

The  Chairman.  Well,  you  had  several  questions.  Would  you  clear 
them  up  now  ? 

Mr.  Barr.  I  would  like  for  the  committee,  if  I  could,  to  understand 
the  bill  the  way  we  drafted  it.  I  would  rather  lose  the  legislation  than 
try  to  flimflam  the  Congress  on  a  $5  billion  piece  of  legislation.  I  will 
say  that  for  the  record.  I  mean  it. 

Mr.  Delaney.  Now,  what  is  the  spread  between  the  present  rate 
of  interest  and  the  rate  of  interest  that  is  current  ?  I  mean,  how  much 
of  a  deficit  will  the  Government  have  to  make  up  ? 

Mr.  Barr.  Next  year,  Mr.  Delaney,  if  the  Congress  gives  the  au¬ 
thority — 

Mr.  Delaney.  On  this  particular - 
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-wait  a  minute. 


Mr.  Barr.  Yes,  sir.  . 

Mr.  Delaney  (continuing) .  Special,  specialized - -- 

Mr.  Barr.  All  right.  That  is  a  very  good  question.  IS  ext  year, 
if  you  give  us  this  authority,  we  will  sell  off  $4.7  billion  m  direct 
loans.  If  you  do  not  give  us  this  authority,  we  will  have  to  raise  the 
money  by  borrowing  through  the  Treasury.  So  the  cost  to  the  Gov¬ 
ernment  is  the  difference  between  what  it  would  cost  us  to  borrow 
through  the  Treasury,  or  you  can  raise  taxes— those  are  the  three 
alternatives.  But  let’s  say  we  borrow  through  the  Treasury.  1  men¬ 
tioned  if  you  assumed  that  there  is  one-quarter  to  three-eighths  ot  1 

percent  spread - 

Mr.  Delaney.  It  is  more  than  that. 

Mr.  Barr.  No,  sir ;  it  is  not. 

Mr.  Delaney.  Because  some  of  these 
Mr.  Barr.  Excuse  me. 

Mr.  Delaney.  Some  of  these  only  bear  2  and  3  percent  intei  est, 

Mr.  Barr.  Mr.  Delaney,  the  Congress  took  that  cost  when  they  put 

the  cost  on  it.  We  are  paying  that  cost,  . 

Mr.  Delaney.  Then  we  are  guaranteed  now  to  whoever  takes  tnem 

over,  sav  5.78.  ,  .  ,  T  ,  .  , 

Mr.  Barr.  No,  sir;  they  will  not  go  that  high.  Let  me  point  this 
out,  Mr.  Delaney,  the  Congress  authorized  a  subsidized  loan  program. 
We  have  to  get  this  money  one  of  two  ways  at  the  moment — borrow¬ 
ing  from  the  public  or  raising  the  money  from  the  taxpayer,  it  we 
raise  the  money  from  the  taxpayer,  and  the  rate  in  the  money  market 
that  we  are  paying  right  now  is  5  percent — every  dollar  we  raise  from 
the  taxpayer  is  worth  5  percent,  would  you  agree,  sir . 

Mr.  Delaney.  If  that  is  the  current  rate.  ...... 

Mr.  Barr.  Yes,  sir.  All  right.  We  will  agree  to  that.  All  right. 
Now,  the  substantive  loans  programs  that  are  going  at  2  and  4 
"Percent - 

Mr.  Delaney.  They  are  already  in  there  for  3  percent. 

Mr.  Barr.  That  is  right.  You  are  right.  Now,  the  cost  ot  the 
Government  is  this.  We  raise  the  money  through  the  Government,  1 
will  admit  through  the  Treasury.  We  can  raise  it  a  quarter  to  three- 
eighths  of  a  point  lower  than  selling  these  assets.  It  you  sell  at  4.  t 
next  year  and  you  assume  this  one-quarter  of  1  percent  spread,  the 
cost  to  the  Government  next  year  for  raising  what  I  would  call  this 

instant  money  is  between  $10  and  $14  million.  .  .  . 

Now,  I  want  the  record  to  show  that.  That  is  the  cost  ot  raising 
instant  money,  getting  out  of  this  portfolio,  borrowing  this  way  lat  lei 

than  borrowing  through  the  Treasury.  _ 

Mr.  Delaney.  Don’t  you  think  a  drastic  move  such  as  this  should 
have  been  gone  into  in  some  detail  in  hearings,  and  the  committee  have 
the  benefit  of  all  viewpoints,  those  that  are  on  one  side  and  on  the 
other  ?  I  understand  that  there  were  two  witnesses  before  the  com¬ 
mittee  and  they  reported  this  out.  .  , 

Now,  they  say  it  is  old  hat,  we  have  had  testimony  along  these  lines 
on  some  other  bills,  but  none  on  this  direct  bill  that  is  lie  fore  us. 

Mr.  Barr.  Mr.  Delaney,  before  the  people - 

Mr.  Delaney.  Why  this  rush  ?  You  don’t  give  them  a  chance,  ft 
is  hurry,  hurry,  hurry,  and  then  we  have  got  to  pass  it  through  mime- 
diately  the  same  day. 
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Mr.  Barr.  Mr.  Delaney,  before  the  people  retired  me  from  this  part 
of  the  Government,  I  resented  any  executive  department  comment  on 
the  way  the  Congress  acted,  so  if  you  will  forgive  me,  sir,  I  will  not 
comment  on  the  way  Congress  acts. 

I  might  say,  Mr.  Delaney - 

Mr.  Delaney.  Now,  that  you  are  on  our  side,  you  are  still  advocat¬ 
ing  the  passage  of  this  bill. 

Mr.  Barr.  Mr.  Delaney,  I  will  only  make  this  comment.  The  Sen¬ 
ate  did  call,  did  open  up  the  public  hearings,  and  only  two  witnesses 
asked  to  appear.  That  was  the  Farmers  Union  and - 

Mr.  Delaney.  We  could  have  opened  up  and  satisfied  everybody 
in  1  day. 

Mr.  Barr.  Yes,  sir.  Mr.  Delaney,  I  stand  on  my  previous  state¬ 
ment,  though.  I  will  not  criticize  or  approve  the  way  the  Congress 
acts.  That  is  their  business. 

If  I  could  get  elected  again,  maybe  I  would  have  a  comment  on 
what  you  have  to  say.  I  would - 

Mr.  Delaney.  When  these  things  are  sold  at  a  discount,  they  are 
sold  to  meet  the  current  rate  of  interest.  Who  is  it  that  decides  ?  Who 
actually  decides  under  the  present  law  to  sell  it  ? 

Mr.  Barr.  Mr.  Delaney,  let  me  get  one  point  straight.  Under  the 
Participation  Sales  Act  they  are  not  sold  at  a  discount.  They  are 
sold  at  par  value  but  they  are  sold  at  a  yield.  The  market  decides 
wliat  interest  rate  they  will  buy  these  for.  At  the  moment,  it  is  very, 
very  high.  We  have  very  high  and  very  tight  money  markets. 

Mr.  Delaney.  You  say  they  are  not  sold  at  a  discount.  Isn’t  it,  in 
effect,  the  same  thing  ? 

Mr.  Barr.  All  right.  It  is  the  same  thing,  but  the  only  question  is, 
discount  from  what?  On  the  SBIC  things,  that  was  planned. 

Mr.  Delaney.  90  cents  on  the  dollar. 

Mr.  Barr.  Wait  a  minute.  On  the  SBIC  we  made  those  loans  100 
cents  on  the  dollar  at  5  percent.  When  we  sold  them,  they  were  dis¬ 
counted  to  91.  And  the  rate  was  then  5%.  The  only  difference — it  is 
a  technical — you  are  right.  There  was  only  a  technical  distinction, 
Mr.  Delaney.  We  will  be  selling  an  issue  and  the  market  will  be 
telling  us  what  price. 

Mr.  Delaney.  Where  do  we  get  this  additional  money  to  make  up 
the  difference?  Somebody  takes  a  loss  in  there  and  it  is  the  Govern¬ 
ment,  isn’t  it  ? 

Mr.  Barr.  No,  sir.  Mr.  Delaney,  as  I  say,  all  of  these  loans  that 
we  are  selling  off  have  been  made,  right  ? 

Mr.  Delaney.  You  are  not  making  any  from  now  on. 

Mr.  Barr.  Oh,  sure.  They  will  continue  to  make  them  from  now 
on  in.  They  will  continue  to  make  2-percent,  3-percent,  4-percent 
loans  from  now  on  unless  the  law  is  changed  and  unless  the  authoriz¬ 
ing  and  appropriating  committees  say,  stop  all  these  loans. 

Mr.  Delaney.  Now,  the  yield  on  these  loans - 

Mr.  Barr.  I  have  got  to  raise  the  money  on  them. 

Mr.  Delaney.  Yes.  Where  do  you  raise  that  money,  the  additional 
funds  ?  Where  does  this  come  from  ? 

Mr.  Barr.  The  additional  money  comes  from  the  Appropriations 
Committee. 

Mr.  Delaney.  The  Government,  in  other  words. 


PRIVATE  FINANCING  OF  CREDIT  NEEDS' 


73 


Mr.  Barr.  Right. 

Mr.  Delaney.  In  other  words,  the  Government  pays  the  difference. 
Mr.  Barr.  That  is  right.  Fourteen  billion  next  year,  is  the  cost  we 
are  talking  about. 

Mr.  Delaney.  You  and  I  don’t  know  what  the  rate  will  be,  what  the 

rate  next  year  will  be.  .  . 

Mr.  Barr.  Mr.  Delaney,  if  the  market  tightens  up  much  more,  it  is 
not  going  to  be  easy  to  sell  these  participation  certificates.  We  can’t 
borrow  on  the  Treasury  at  times  any  more.  All  we  can  do  is  raise  taxes 
if  we  are  going  to  meet  the  funds  of  this  country.  Unless  you  want 
us — if  the  market  continues  to  tighten  to  a  rate  of  G,  6%  percent,  I 
think  the  Secretary  of  the  Treasury  would  have  only  one  choice:  to 
come  to  Congress  and  say  that  we  cannot  meet  these  high  rates.  We 
are  not  going  to  pay  them.  We  have  got  to  pay  our  bills.  There  is 
only  one  way  to  pay  our  bills.  We  will  have  to  raise  taxes. 

If  that  is  the  decision — now,  the  Congress  could  say  no.  You  have 
the  final  decision  down  here,  Mr.  Delaney. 

If  you  say,  “No,  go  ahead  and  pay  these  rates,  borrow  the  money 
that  we  need  to  pay  our  bills,”  that  is  what  we  will  do.  But  if  you 
say,  “No,  we  don’t  want  you  to  pay  these  high  rates,”  then  the  only 
choice  we  have — we  have  no  other  chance  to  raise  the  money  except  by 
raising  taxes.  That  is  the  only  way  we  can  get  them. 

Mr.  Martin.  Are  you  inferring  that  the  credit  rating  of  the  United 
States  has  come  to  such  a  low  point  that  it  is  going  to  be  difficult  to 
finance  these  operations  ? 

Mr.  Barr.  No,  sir;  I  am  not  saying  that.  The  securities  of  the 
United  States  are  the  best  in  the  world.  They  carry  the  lowest  yield 
in  the  whole  world,  but  even  so,  even  though  we  are  getting  the  best 
price  of  anyone  in  the  world,  any  government,  any  business,  any  in¬ 
stitution,  yesterday  our  securities  were  sold  at  5  percent. 

I  am  raising  the  question,  I  am  trying  to  answer  Mr.  Delaney’s  ques¬ 
tion,  what  we  would  do,  even  though  we  get  the  best  deal  in  the  world, 
what  we  would  do  if  the  rates  kept  continuing  moving  up,  6,  6i/2  per¬ 
cent.  I  think  that  is  what  Mr.  Delaney  was  trying  to  ask,  whether  we 
would  continue  to  go  into  the  market  even  through  Treasury  and  bor¬ 
row  at  these  very  high  rates. 

I  think  it  is  a  real  question  that  the  Secretary  of  the  Treasury  has 
got  to  face.  All  I  can  say  is  that  we  have  to  pay  these  bills. 

This  country  has  never  defaulted,  has  never  been  late  on  an  obliga¬ 
tion  since  1789.  I  don’t  know  of  any  other  government,  except  pos¬ 
sibly  Sweden,  that  can  make  this  claim.  The  Congress  and  the  execu¬ 
tive,  we  have  never  defaulted  or  been  late  on  an  obligation.  That  is  a 
remarkable  record. 

That  is  one  reason  I  want  to  take  the  time  here  today  to  show  you 
what  we  are  doing.  I  don’t  want  any  questions  that  we  are  in  any 
sense  impairing  this  magnificent  record  that  we  have  had  since  1789. 
I  would  rather  resign  from  the  job,  and  I  hope  the  record  will  say, 
than  pass  any  reflection  on  the  credit  rating  of  this  country. 

In  spite  of  the  debates,  and  I  was  on  the  other  side,  I  used  to  yell 
at  the  Republican  administration  that  they  were  ruining  the  credit 
of  the  country,  the  Democrats  will  do  the  same,  and  back  and  forth. 
In  spite  of  that,  since  1789,  our  credit  has  been  unimpeachable. 
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Mr.  Delaney.  Of  course,  these  are  guaranteed  by  the  United  States. 

Mr.  Barr.  Absolutely. 

Mr.  Delaney.  FNMA,  while  they  don’t  have  the  exemption,  has 
guaranteed  them  and  the  United  States  stands  behind  the  commitment 
of  FNMA. 

Mr.  Barr.  That  is  correct.  That  is  one - 

Mr.  Delaney.  So,  in  effect,  they  can  say  they  are  guaranteed. 

Mr.  Barr.  That  is  one  guarantee.  There  are  two  guarantees. 

Mr.  Delaney.  I  want  to - 

Mr.  Barr.  There  are  two  guarantees  behind  these.  One  is  the 
guarantee  of  FNMA,  which  exists  today.  They  can  come  to  the 
Treasury  and  get  the  money  they  need  to  meet  the  interest  and  prin¬ 
cipal  payments  on  any  obligations  they  issue.  That  is  one  guarantee. 

But  the  other  guarantee  that  we  are  proposing  under  this  act  is 
that  every  agency,  when  they  sell  these  certificates  to  FNMA,  has 
to  go  to  an  Appropriations  Committee  of  the  Congress  so  there  are 
two  guarantees.  The  existing  guarantee  of  FNMA  and  the  guarantee 
of  an  appropriations  act  of  Congress. 

Mr.  Delaney.  Now,  these  rates  fluctuate  from  time  to  time.  It  is 
very  difficult  to  find  out  just  how  much  money  would  be  necessary 
for  appropriations.  By  the  time  legislation  goes  through  it  may  be  out 
of — we  wouldn’t  have  sufficient  funds  in  any  event,  isn’t  that  so  ? 

Mr.  Barr.  That  is  correct. 

Mr.  Delaney.  What  will  we  do  in  that  event  ? 

Mr.  Barr.  The  legislation  provides  that,  when  the  Appropriations 
Committee  authorizes  this  sale,  they  create  on  the  books  of  the  Treas¬ 
ury  an  indefinite  appropriation. 

Mr.  Delaney.  Indefinite  ? 

Mr.  Barr.  Yes,  sir.  For  these  particular  securities,  not  other  se¬ 
curities. 

Let  us  say  you  sell  a  million  dollars’  worth  of  securities.  The 
Appropriations  Committee  would  say,  “Yes,  you  can  sell  these  se¬ 
curities  and  here  is  the  indefinite  appropriation  to  meet  the  interest 
and  principal.”  The  same  thing  we  have  in  the  Treasury. 

Mr.  Anderson.  Will  you  yield  at  that  point,  Mr.  Delanev  ? 

Mr.  Delaney.  Yes. 

Mr.  Anderson.  In  other  words,  the  Appropriations  Committee 
makes  the  initial  decision - 

Mr.  Barr.  That  is  correct. 

Mr.  Anderson  (continuing).  Approving  the  sale  of  participations. 
But,  once  they  have  done  that,  then  they  really,  in  effect,  lose  the 
control,  don’t  they,  because - 

Mr.  Barr.  Y  es. 

Mr.  Anderson  (continuing).  If  the  market  goes  up  on  its  rates 
and  more  is  going  to  be  required  to  service  these  obligations,  the  agency 
isn’t  going  to  come  back  to  the  Appropriations  Committee  and  have  to 
get  permission  for  that,  are  they  ? 

Mr.  Barr.  No. 

Mr.  Anderson.  The  credit  is  there  on  the  books. 

Mr.  Delaney.  Indefinitely. 

Mr.  Barr.  I  hey  put  the  appropriation  and  authorization  in  at  the 
same  time.  No  one  would  buy  the  securities,  sir,  if  they  did  not. 

Mr.  Anderson.  Thank  you. 
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The  Chairman.  That  raises  one  of  the  points  that  was  raised  here 
before  we  adjourned,  and  that  was,  at  what  point  does  the  Appropria¬ 
tions  Committee,  and  then  the  Congress,  approve  these  pools . 

Mr  Barr.  They  approve  it  before  any  action  can  be^  taken,  any 
action  at  all,  Judge.  In  other  words,  Mr.  Chairman  let  s  say-lets 
take  an  example.  College  Housing  under  the  budget  wants  to  sell 
$100  million  of  its  securities  for  next  year.  It  would  go  to  the  Appro¬ 
priations  Committee  in  its  normal  appropriation  act,  and  say,  Book, 
we  have  budgeted  for  fiscal  year  1067,  $820  million  of  sales  for  the 
year.”  The  Appropriations  Committee  would  say,  Y  es,  you  can  sell 
them,”  and  when  you  sell  them,  if  they  say  yes,  they  create  this  ap¬ 
propriation  on  the  books  of  the  Treasury  to  meet  interest  and  pnn- 

C1  As  you^pointed  out,  you  can’t  set  it  precisely.  It  has  to  be  fairly 
indefinite.  I  would  think  as  the  Appropriation— and  then  the  Col¬ 
lege  Housing  Administration  can  sell  these  securities.  .  . 

Now,  I  would  think  that  the  Appropriations  Committee  m  their 
control  over  this,  if  it  wanted  to  set  limits,  they  could.  If  they  wanted 
to  say  that  if  the  spread  goes  over  a  half  percent  between  treasury  s 
and  these  obligations,  you  can’t  sell  them,  if  they  wanted  to  say 

The  Chairman.  Now,  does  that  occur  before  Small  Business,  for 
instance,  transfers— that  is  the  initial  beginning  of  this. 

Mr.  Barr.  Yes,  sir;  that  is  correct. 

The  Chairman.  And  nothing  can  be  done  until  that  goes  through 
in  an  appropriation  act. 

Mr.  Barr.  That  is  correct,  Mr.  Chairman. 

The  Chairman.  And,  after  it  goes  through,  what  happens  then  is 
no  business  of  the  Congress. 

Mr.  Barr.  That  is  correct,  Mr.  Chairman,  on  that  particular  block  of 
issues.  That  of  $820  million. 

Now,  next  year,  if  they— if  they,  during  the  year,  decided  they 
wanted  to  sell  more,  they  would  have  to  come  back  to  the  Appro¬ 
priations  Committee  for  a  supplemental,  or  in  the  following  year, 
if  they  wanted  to  sell  aonther  half  billion,  they  would  have  to  come 
back  and  get  authority  for  each  block  of  issues  and  the  appropriation 
goes  only  to  the  block  of  issues  that  the  Appropriations  Committee 

The  Chairman.  Yes.  Well,  you  speak  of  scrambling  these  eggs  by 
putting  various  securities  of  various  different  agencies  into  one  pool. 
That  is  contemplated. 

Mr.  Barr.  Yes,  sir. 

The  Chairman.  And  each  one  of  those  would  have  to  go  through 
this  procedure  with  the  Congress,  through  the  Appropriations 
Committee. 

Mr.  Barr.  Yes,  sir. 

The  Chairman.  Before  the  pool  could  be  formed. 

Mr.  Barr.  That  is  correct. 

The  Chairman.  So,  before  they  make  up  the  pool,  they  have  got  to 
determine  what  securities  and  whose  securities  they  are  going  to 

transfer  into  the  pool - 

Mr.  Barr.  That  is  correct. 
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The  Chairman  (continuing) .  Under  the  jurisdiction  of  the  FNMA. 

Mr.  Barr.  That  is  correct. 

The  Chairman.  And,  as  an  incident  of  that,  this  happens,  and  we 
all,  I  think,  want  to  be  frank  about  it,  and  I  think  everybody  has  been 
very  frank  about  it,  but  we  want  to  know - 

Mr.  Barr.  Yes,  sir. 

The  Chairman  (continuing).  Just  what  the  thing  does. 

Now,  the  FNMA,  under  this  backdoor  arrangement,  when  it  was  set 
up,  goes  direct  to  the  Treasury  and  has  a  blank  check. 

Mr.  Barr.  That  is  correct. 

The  Chairman.  But  Small  Business  doesn’t  have  any  blank  check. 

Mr.  Barr.  They  have  a  blank  check,  sir,  to  the  Congress,  from  an 
appropriation  act. 

The  Chairman.  They  don’t  have  any  blank  check  now. 

Mr.  Barr.  No,  sir;  they  do  not.  Under  this  legislation,  you  are 
correct. 

The  Chairman.  The  result  of  this  is  to  enlarge  the  blank  check 
operation  to  all  of  these  agencies  that  come  into  it. 

Mr.  Barr.  No,  sir. 

The  Chairman.  All  right,  then.  Explain  that. 

Mr.  Barr.  No,  sir,  Mr.  Chairman.  The  blank  check  of  FNMA  is 
indefinite.  It  continues  year  after  year.  Anything  that  is  put  into  it 
can  be  guaranteed.  The  interest  and  principal  payments  are  guar¬ 
anteed  year  after  year  until  the  Congress  takes  away  that  authority, 
because  they  can  come  to  the  Treasury. 

The  Chairman.  Yes. 

Mr.  Barr.  But  now,  with  SBA,  as  you  mentioned,  Mr.  Chairman, 
they  have — if  they  ask  for  authority  to  sell  a  half  billion  or  $500  mil¬ 
lion  of  the  securities,  they  don’t  get  a  blank  check  from  the  Appropria¬ 
tions  Committee.  They  get  authority  to  sell  $500  million  of  securities 
and  to  guarantee  $500  million  of  securities.  No  more.  Just  that  $500 
million. 

FNMA  can  guarantee  anything.  Up  to  $3,450  million. 

The  Chairman.  But  the  net  result  is  the  same.  They  do  get  a 
guarantee. 

Mr.  Barr.  They  do  get  a  guarantee  but  FNMA  is  a  real  unlimited 
guarantee.  The  Appropriations  Committee  would  give  them  the  right 
to  guarantee  only  $500  million.  I  think  there  is  a  distinct  difference, 
Mr.  Chairman. 

The  Chairman.  Well,  before  anything  is  done,  they  have  got  to  get 
under  this  blank  check  operation. 

Mr.  Barr.  I  don’t  like  the  term,  “blank  check.”  I  would  rather  use 
the  words — before  anything  is  done,  they  have  to  get  an  appropriation 
from  the  Congress  of  the  United  States,  Mr.  Chairman,  which  gives 
them  an  appropriation,  as  you  say,  that  is  indefinite  because  we  can’t 
fix  the  amount  on  each - 

The  Chairman.  Each  block  they  want  to  sell. 

Mr.  Barr.  That  is  right.  But  it  is  limited  to  one  block  of  securities, 
not  a  whole  roomful  of  them.  It  is  limited  to  one  particular  block. 

The  Chairman.  Yes.  Well,  I  just  wanted  to  get  that  straightened 
out. 

Mr.  Barr.  That  is  a  very  good  question,  Mr.  Chairman. 
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The  Chairman.  There  was  one  other  question  that  went  around  here 
this  morning  and  that  was,  why — as  a  matter  of  fact,  there  were  a 
number  of  other  questions  but  I  happen  to  remember  this  one. 

When  we  were  talking  about  this  discount  business,  we  were  told 
that  there  was  a  sort  of  monopoly  on  the  purchase  of  these  bonds,  and 
we  wondered  why  they  had  to  be  confined  to  four  bond  houses  rather 
than  sold  to  the  highest  bidder,  as  other  bonds  are. 

Mr.  Barr.  Mr.  Chairman,  there  are  several  ways.  Up  until  now, 
this  has  been  a  small  operation  of  FNMA’s  and  on  the  small  operations, 
FNMA  deals  as  any  business  would  deal.  They  form  a  pool  of  invest¬ 
ment  bankers  who  underwrite  the  securities  and  then  sell  them  to  the 
public.  That  is  one  way  of  operating.  .  . 

Another  way  you  can  operate  is  open  them  up  to  competitive  bidding 
by  everyone.  We  tried  this  in  the  Treasury.  Sometimes  it  works  well, 
sometimes  it  doesn’t.  But  it  does  not  have  to  be  confined  to  four 
banking  houses,  and  I  don’t  think  properly  it  should  be. 

The  Chairman.  Well,  it  is  at  present. 

Mr.  Barr.  It  has  been,  Mr.  Chairman.  It  has  been  confined,  as  I 
remember,  to  four  or  five.  I  wouldn’t  know  why  it  would  have  to  be 
four  or  five.  I  would  think  it  could  be  any  number  of  200.  Any  invest¬ 
ment, — any  group  of  investment  banking  houses — or  we  could  issue 
them  the  way  the  Treasury  does,  put  them  right  out  in  the  market. 
Anybody  who  holds  them,  you  have  got  rights,  come  in  and  take  them 
to  your  banks  if  there  are  enough  of  them  out  for  that  kind  of  market. 

Any  impropriety -  .  _  ,  _ .  ,  ,  , 

The  Chairman.  In  my  discussion — and  you  and  I  have  had  several 

very  frank  discussions  about  it - 

Mr.  Barr.  Yes. 

The  Chairman.  I  sort  of  got  the  impression  that  these  tour  bond 
houses  probably  had  more  to  do  with  writing  this  bill  than  the  Banking 
and  Currency  Committee  or  the  Treasury  Department.  How  about 

that?  .  ,  ,  . 

Mr  Barr.  No,  sir.  We  had  a  technical  committee  to  help  us  with 

drafting  this  legislation.  The  people  on  the  committee  were  repre¬ 
sentatives  of  the  investment  banking  community ,  and  this  included 
Mr  Emil  Pattberg,  First  Boston  Corp. ;  Sidney  Weinberg  of  Goldman 
k  Sachs  I  don’t  know  if  either  of  them  has  participated  m  this.  _ 
f  The  commercial  banker  was  Mr.  Dave  M.  Kennedy,  who  is  chairman 
of  the  board  of  Continental  Illinois  in  Chicago.  I  don’t  think  he  has 

ever  been  included.  T  ... 

It  has  just  been  handed  to  me.  Here  are  some  underwriters.  I  will 
go  through  the  technical  committee,  however.  It  included  Mr.  Mor¬ 
ris  Crawford,  chairman  of  the  board  of  Bowery  Savings  Bank  in  New 
York  a  mutual  savings  bank.  It  included  from  Daingerfield,  Tex.,  a 
savings  and  loan — I  should  say  Mr.  Cameron  McElroy  of  Marshall, 
Tex.,  and  what  is  his  occupation  ? 

He  is  a  contractor.  That  was  the  business  side. 

We  had  the  savings  and  loan  people — I  can’t  remember  who  they 
were.  And  we  had  life  insurance  companies,  Mr.  J ames  O’Leary,  pres¬ 
ident  of  the  New  York  Life  Insurance  Co.,  and  we  had  a  fire  and  cas¬ 
ualty  company.  I  am  sorry,  I  do  not  have  the  names  of  all  these  peo¬ 
ple  present.  But  the  people  we  had  on  the  advisory  committee  repre¬ 
sented  investment  banking,  commercial  banking,  savings  and  loans, 
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mutual  savings  banks,  a  life  insurance  company,  fire  and  casualty 
company,  and  the  general  public. 

The  Chairman.  Mr.  Martin,  do  you  have  any  questions  ? 

Mr.  Martin.  No  questions. 

The  Chairman.  Judge  Trimble,  do  you  have  any  questions? 

How  about  you,  Mr.  Quillen  ? 

Mr.  Quillen.  Mr.  Chairman,  this  bothers  me.  When  you  put  these 
into  a  pool,  this  becomes  effective  and  is  sold,  at  discount,  which  is  a 
definite  loss  to  the  taxpayer  or  this  Government — in  other  words,  you 
say,  if  you  sell  this  many  next  year,  it  is  going  to  cost  $14  million. 

Mr.  Barr.  Over  borrowing  through  the  Treasury,  yes. 

The  Chairman.  They  are  going  to  sell  to  the  private  investor  at  the 
current  market,  whatever  it  is. 

Mr.  Barr.  That  is  right. 

Mr.  Quillen.  The  private  investors,  when  they  make  an  investment, 
there  is  a  cost  to  that  investor  of  putting  it  on  the  books  and  their  yield 
is  oftentimes  the  net  yield — the  net  yield  is  much  less  than  the  current 
yield. 

Mr.  Barr.  Yes,  sir. 

Mr.  Quillen.  So.  therefore,  when  you  sell  these,  it  is  going  to  be  a 
bonanza  to  somebody  when  they  buy  it  at  the  cost  to  the  Government 
because  they  have  no  cost  whatsoever  of  putting  it  on  the  books,  and 
the  Government  maintains  these  agencies  and  the  cost  of  putting  the 
loan  on  the  books,  and  the  investment,  yet  it  is  sold  at  a  current  yield. 

Mr.  Barr.  I’m  sorry,  sir.  I  don’t  follow  that  line  of  reasoning.  I 
wonder  if  you  would  repeat  it  for  me.  Let’s  take - 

Mr.  Quillen.  Take  any  bond. 

Mr.  Barr.  Let’s  take  the  last  issue  of  FNMA.  It  went  off  at  5.33. 
That  is  what  the  market  paid  for  it.  Now,  can  we  go  ahead  from 
that - 

Mr.  Quillen.  Take - 

Mr.  Barr.  At  the  same  time,  the  Treasury  issues  were  selling  at, 
roughly,  5  percent. 

Mr.  Quillen.  Take  the  mortgage  banker. 

Mr.  Barr.  Yes,  sir. 

Mr.  Quillen.  He  is  in  the  business  of  making  loans  on  real  estate. 

Mr.  Barr.  That  is  right. 

Mr.  Quillen.  He  makes  a  loan  at  a  certain  interest  rate. 

Mr.  Barr.  That  is  right. 

Mr.  Quillen.  Which  is  the  current  yield. 

Mr.  Barr.  Yes,  sir. 

Mr.  Quillen.  But,  to  put  that  loan  on  the  books,  it  costs  money  to 
put  it  on  the  books. 

Mr.  Barr.  That  is  right. 

Mr.  Quillen.  What  he  does  then - 

Mr.  Barr.  A  point  and  a  half. 

Mr.  Quillen  (continuing) .  He  goes  to  FNMA  and  he  buys  the  loan 
to  yield  a  current  yield  and  he  has  no  cost  of  putting  it  on  the  books. 

Mr.  Barr.  That  is  right,  and  you - 

Mr.  Quillen.  To  me  it  is  a  little  bit  mixed  up.  Maybe  you  can 
explain  it. 

Mr.  Barr.  There  is  normally,  sir,  a  spread.  If  the  United  States 
is  paying  5  percent  for  its  obligations,  normally  there  is  a  spread  of 
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about  li/2  percent  between  that  and  mortgages,  first-class  mortgages 
of  Gi/2,  to  take  care  of  the  cost  that  you  have  mentioned,  the  cost  of 
going” out  and  making  the  loan  and  servicing  the  mortgage.  That  is 
normally  the  spread  they  talk  about. 

Sometimes  the  spreads  are  larger.  They  have  been  as  high  as  2 
pei'cent. 

But  the  point  I  fail  to  see  is  that  he  will  be  able  to  buy — let  us  say 
you  are  a  mutual  savings  bank.  You  will  be  able  to  buy — last  year 
there  were  30  million.  The  mutual  savings  banks  could  have  bought 
a  mortgage  or  they  could  have  bought  a  Government  security.  There 
was  no  cost  of  putting - 

Mr.  Quillen.  We  are  talking  about  mortgages. 

Mr.  Barr.  That  is  right.  If  he  had  bought  a  mrotgage,  he  would 
have  had — if  he  had  made  a  mortgage,  he  would  have  had  to  charge 
a  higher  rate,  roughly,  iy2  percent,  to  cover  his  costs. 

Mr.  Quillen.  You  mean  the  sale  of  these,  then — the  current  yield 
is  less  than  the  interest  rate  that  the  private  sector  is  charging  ? 

A  Mr.  Barr.  Oh,  yes.  I  think  good  mortgage  papers,  I  will  stand  on 
*  the  record — I  haven’t  looked  at  it  too  closely — is  &y2,  something  like 
that.  It  varies  from  part  to  part  of  the  coimtry . 

Now,  there  has  been  the  argument  made,  sir,  that  maybe  this  device 
will  soak  up  money  that  should  be  used  for  buying  houses.  If  we 
sold  the  mortgage  directly,  I  think  it  could  soak  up  that  money  because 
those  mortgages  would  lie  bought  by  mutual  savings  bankers,  by  the 
savings  and  loans,  but  when  we  sell  a  participation,  it  is  bought  by 
State  and  local  governments,  by  corporation  pension  funds,  by  per¬ 
sonal  trusts,  by  individuals,  by  investment  banks — by  commercial 
banks,  by  savings  and  loans,  by  everyone  who  has  any  money.  Life 
insurance  companies,  anybody  who  has  any  money  for  that. 

Mr.  Quillen.  In  the  report  on  page  24,  the  impact  on  home  mort¬ 
gage  markets,  this  question  is  asked : 

Why  would  any  lender  buy  5%  percent  FHA  or  GI  mortgage  and  have  to  pay 
the  cost  of  servicing  such  mortgage  when  he  can  buy  FNMA  participation  and 
obtain  a  rate  of  5%  percent? 

Mr.  Barr.  I  don’t  think  he  would.  I  don’t  think  he  would.  I 
agree  with  you. 

♦  Now,  the  situation  might  change. 

Mr.  Quillen.  In  effect,  isn’t  it  putting  the  Govenrment  more  into 
the  business,  rather  than,  as  3rou  say,  taking  the  Government  out  of  the 
business  ? 

Mr.  Barr.  No,  sir,  because  these — well,  I  agree  with  you,  they  are 
not  buying  these  mortgages  now,  sir.  What  mortgage  banker  would 
buy  a  mortgage  at  5%  percent?  I  wouldn’t  know  anybody,  would 
you? 

Mr.  Quillen.  Right  now,  no. 

Mr.  Barr.  That  is  what  I  say.  So  they  are  not  buying  anything 
from  FHA  today,  sir.  That  is  the  point  I  am  making.  And  they 
wouldn’t.  So  we  are  not  competing.  In  a  nonexisting  situation — if 
they  are  not  buying  these  mortgages,  I  don’t  see  how  we  can  compete 
in  the  market. 

Mr.  Quillen.  What  is  the  FHA  interest  rate? 

Mr.  Barr.  Five  and  three-quarters  percent,  and  they  can't  sell  any 
of  it.  They  can’t - 
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Mr.  Quillen.  What  is  the  discount  rate  under  that  ? 

Mr.  Barr.  The  discount,  I  don’t  know.  It  fluctuates  from  part  to 
part  of  the  country.  I  think  the  effective  rate  most  of  them  are  going 
off  at  is  around  6y2  percent. 

Mr.  Quillen.  FHA  isn’t  out  of  business. 

Mr.  Barr.  No.  They  do  sell  at  5%  and  put  a  discount  on  them,  so 
the  effective  rate  is  about  6y2  percent. 

Mr.  Quillen.  I  am  not  being  critical. 

Mr.  Barr.  No.  I  understand.  I  hope  we  can  clear  it  up. 

Mr.  Quillen.  It  still  bothers  me.  While  I  think  it  is  putting 
FNMA  and  these  other  Government  agencies  into  the  lending  busi¬ 
ness — 

Mr.  Barr.  No. 

Mr.  Quillen.  Because  you  are  giving  them  out  to  sell  the  mortgage. 

Mr.  Barr.  No,  sir. 

Mr.  Quillen.  When  you  say,  FHA’s  are - 

Mr.  Barr.  They  are  selling,  they  are  getting  6 y2  percent.  That 
mutual  savings  banker,  when  he  has  the  choice  between  buying  a 
FNMA  certificate  at  5.33  or  buying  what  you  call  a  5%  yield  on  an 
FHA,  that  isn’t  a  5%  yield.  He  is  getting  6 y2  percent  because  he  is 
getting  his  points.  So  you  have  to  compare  6y2  with  5.33. 

Mr.  Qullen.  Won’t  he  also  get  his  points  if  he  sells  through 
FNMA? 

Mr.  Barr.  No. 

Mr.  Quillen.  How  about  this  issue  you  authorized  with  SBA? 

Mr.  Barr.  That  was  a  direct  sale.  He  did  get  points.  Those  were 
discounts.  We  are  selling  a  sale  of  full-participation  certificates. 
They  go  off  at  5.33.  That  is  the  effective  yield  to  us  and  to  him. 
When  he  buys  an  FHA  mortgage,  FHA  insures  that  mortgage  at  5% 
but  the  lender  says,  look,  I  don’t  want  5 %  with  rates  as  high  as  they 
are  today,  I  want  to  charge  points.  With  points,  it  gets  up  to  around 
6y2-  So  that  is  a  comparison  between  6y2  and  5.33. 

Mr.  Quillen.  Do  you  agree  with  this  points  discount  system  ? 

Mr.  Barr.  I  don’t  say  it  is  a  discount  system.  We  are  not  discount¬ 
ing  anything.  We  will  sell — you  will  have  a  piece  of  paper  which 
says  this  is  a  participation  in  a  pool  of  mortgages  that  big  and  when 
you  buy  this  piece  of  paper,  you  will  say,  OK,  I  look  at  the  market, 
I  will  pay  you  an  effective  rate  of  5.33.  I  don’t  say  that  is  a  discount. 
The  paper  has  got  a  hundred. 

Now,  the  loans  that  are  in  there,  the  loans  that  are  in  there,  maybe, 
have  been  made  at — some  of  the  loans  in  the  pool  might  lie  3  percent, 
some  might  be  4  percent,  some  might  be  5y2  percent,  some  might  be 
all  over  the  lot. 

Mr.  Quillen.  Does  this,  then,  give  that  agency  more  money  to  lend 
more  money  ? 

Mr.  Barr.  No,  sir.  Well,  let  me  back  up.  Let’s  look  at  the  con¬ 
gressional  controls  on  this.  They  fall  into  two  categories.  There  is 
category  1.  We  are  talking  about  substantive  legislation.  There  is 
category  1,  which  is  limited  by  the  Congress  in  the  total  amount  of 
loans  they  can  have  outstanding. 

In  the  case  of  FNMA,  I  believe  that  is  $3,450  million.  In  the  case 
of  Ex-Im,  isn’t  that  right,  Mr.  Fink?  What  is  the  total  on  FNMA? 
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Mr.  Fink.  It  was  a  total,  subject  to  whatever  Congress  might  trans¬ 
fer  to  it  and  that  makes  it  unlimited.  Initially,  it  was— — 

Mr.  Barr.  I  thought  it  was  $3.4  billion.  Maybe  I  shall  stand 
briefly  I  think  there  are  two  categories.  One,  of  limitation  in  sub¬ 
stance.  One  is  a  limitation  Congress  puts  on  some  of  these  programs, 
the  total  amount  of  loans  they  can  have  outstanding.  That  is  one 

^There  is  another  category  under  which  the  Congress  limits  either 
through  appropriation  acts  or  substantive  acts,  the  total  amount  ot 
new  loans  that  they  can  make  each  year.  Now,  those  are  substantive 

Mr.  Quillen.  What  was  the  problem  with  &BA  ? 

Mr!  Barr.  The  problem  with  SB  A — - 

Mr.  Quillen.  When  you  authorized  the  sale  of  those  f 

Mr.  Barr.  Those  were  sales  of  direct  loans  that  we  had  the  authority 

t0Mr.  Quillen.  You  said  they  were  out  of  money  and  needed  money. 
Did  they  go  directly  back  to  SB  A  or  Treasury? 

Mr.  Barr.  They  would  have  to  have  come  back  to  Congress  to  get 
an  emergency  authorization  fund.  They  didn’t  have  any  money. 

Maybe  I  am  getting  this  confused.  I  would  defer  to  Mr.  I  mk  01 
somebody  else  more  knowledgeable.  Mr.  Nelson,  or  somebody  else. 

I  can  get  screwed  up  in  this.  . 

Mr  Quillen.  I  am  a  little  confused  because  all  I  can  see  here  is, 
if  the  answer  is  that  these  agencies  have  more  money  to  lend,  what 
we  are  doing  is  putting  these  agencies  more  m  the  lending  business 
and  the  private  sector  is  buying  the  mortgages  at  the  cunent  rate 

without  any  cost  of  investment.  _.c 

Mr  Barr.  No,  sir.  That  is  not  the  purpose  at  all.  The  purpose  ot 
this  legislation,  I  want  to  say  it  and  say  it  and  say  it,  is  to  stop  this 
continual  process  of  building  up  a  portfolio  that  gets  larger  and  larger 
and  larger  in  this  country,  of  tying  up  taxpayers  funds  and  tying  up 
the  general  credit  line  of  the  United  States  of  America  m  specialize 
lending  programs,  when  we  could  sell  not  the  asset  itself,  but  we  can 
get  our  money  back  from  that  asset  by  selling  these  participations  out 

in  the  private  market.  ,  ,  • 

The  control  of  Congress  is  still  there.  The  substantive  control  is 

n°Mr.  Quillen.  You  are  getting  money  back.  Where  does  the  money 
go? 

Mr.  Barr.  It  goes  back  into  the  programs. 

Mr.  Quillen.  That  is  what  I  said.  It  goes  back  into  the  programs. 
Mr.  Barr.  That  is  correct. 

Mr.  Quillen.  To  lend  more  money ,  to  sell  more  mortgages. 

Mr.  Barr.  No,  sir;  not  necessarily,  because  you  still  have  a  substan¬ 
tive  number. 

Mr.  Quillen.  You  don’t  have  a 

Mr.  Barr.  I  want  to  clear  this  point  up. 

The  Chairman.  Let’s  one  talk  at  a  time 

Mr.  Barr.  That  is  a  very  good  point  and  I  would  like  to  cieai  the 
Congressman  up  on  this  point  because,  you  see,  as  I  say,  there  are  sub¬ 
stantive  controls  on  all  these  programs  by  Banking  and  C  urrency 
Committees,  one ;  Agriculture  Committee  is  another.  I  think  maybe 
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I  am  not  sure — I  don’t  know  who  controls  HEW  and  some  of  these 
other  academic  facility  loans.  I  am  not  sure  who  does  but  there  is  a 
substantive  control  over  all  of  these  programs. 

That  is  No.  1.  And  it  goes,  usually,  to  the  facts,  (a)  how  many  loans 
can  be  outstanding;  or  (b)  how  many  loans  can  you  make  in  a*  year’s 
time.  That  is  one  control. 

When  you  sell  these  loans,  they  do  come  back  into  and  they  can  be 
re-lent,  but  before  the  loan  can  be  re-lent,  that  is  true,  in  that  event  it 
means  we  don’t  have  to  raise  the  money  from  the  Treasury,  don’t  have 
to  raise  the  money  through  taxes,  and  it  can  be  re-lent,  no  question 
about  that. 

I  want  to  make  that  clear.  But  before — and  the  Appropriations 
knows  this  and  they  know  it  before  they  ever  give  them  the  authority 
to  do  it.  In  effect,  they  are  giving  them  authority  to  continue  the 
program  by  selling  the  assets  rather  than  raising  the  money  through 
the  Treasury  or  through  the  taxes. 

Mr.  Quillen.  Well,  that  I  understand.  \ 

Mr.  Barr.  Now,  if  the  Congress  feels  that  this  Government  is  get¬ 
ting  too  far  in  the  lending  business,  they  can  pull  them  back. 

Mr.  Quillen.  That  is  the  thing  that  concerns  me  because  I  think 
the  private  sector  could  do  it  as  well,  but  you  know,  in  the  mortgage 
business,  you  have  what  you  call  cats  and  dogs  papers. 

Mr.  Barr.  Yes. 

Mr.  Quillen.  And  that  is  the  determining  factor  as  to  the  yield 
that  paper  brings. 

Mr.  Barr.  Yes,  sir. 

Mr.  Quillen.  And  perhaps  that  is  one  reason  the  SB  A  paper  didn’t 
bring  as  much  as  it  should  have. 

.  Mr.  Barr.  Well,  actually,  the  trouble  is — the  SBA  paper  still  car¬ 
ried  the  guarantee  of  the  United  States.  The  trouble  with  the  SBA 
paper  was  that  you  could  not  negotiate.  If  you  bought  one  of 
them - 

Mr.  Quillen.  I  thought  you  explained  a  moment  ago  that  there 
was  a  difference  in  the  guarantee,  that  only  the  Treasury  issue  carried 
the  full  guarantee  of  the  U.S.  Government. 

Mr.  Barr.  That  is  correct,  but  it  does  carry  a  guarantee  of  Congress. 

Mr.  Quillen.  Yes;  but  you  said  it  was  nontransferable,  that  you' 
would  have  to  hold  it. 

Mr.  Barr.  That  is  right. 

Mr.  Quillen.  That  is  the  cat  and  dog. 

Mr.  Barr.  That  is  the  cat  and  dog. 

Mr.  Quillen.  It  may  be  a  mistake  in  judgment  in  making  the 
loans,  but  now  how  will  that  be  corrected,  if  I  might  ask,  with  these 
agencies  pooling  these,  and  going  into  FNMA?  How  will  that  par¬ 
ticular  discrepancy  be  corrected? 

Mr.  Barr.  Well,  I  suppose  if  the  agency  makes  a  cat  and  dog  loan, 
they  can  stick  them  in  there.  Different  people  have  different  descrip- 
tions  of  cat  and  dog  loans.  Sometimes  in  Treasury,  we  think  some 
of  these  agricultural  loans  might  fall  in  the  cat  and  clog  class,  but  the 
Agriculture  Committee  sure  doesn’t  think  so. 

Mr.  Quillen.  I  don  t  want  to  take  the  time  of  the  committee  any 
further  but  this  does  worry  me,  that  it  is  a  perpetual  motion  opera- 
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tion,  and  I  don’t  believe  the  bill  clearly  demonstrates  what  you  have 
in  mind. 

Mr.  Barr.  Well,  that  is — that  was  one  of  the  things  we  looked  at. 

Mr.  Quillen.  Intent  is  one  thing,  but - 

Mr.  Barr.  That  is  the  reason  that  we  put  in  the  Appropriations 
Committee  control  over  every  one  of  these  issues  to  be  sold.  Otherwise, 
we  would  be  wide  open  to  the  charge  that  you  are  making,  that  this 
is  a  perpetual  motion  machine,  but  it  is  no  perpetual  machine  when 
the  Appropriations  Committee  has  to  say  OK  on  every  single  issue 
before  they  can  ever  start  up  the  machine. 

Mr.  Quillen.  Not  on  a  relending,  unless  it  exceeds  the  authorization. 

Mr.  Barr.  That  is  correct. 

Mr.  Quillen.  But,  now - 

Mr.  Barr.  Now,  they  can  only  carry  that  one  term  and,  then,  when 
that  is  out,  they  have  got  to  sell  some  more.  And,  when  they  do  that, 
they  have  got  to  come  back  to  the  Appropriations. 

Mr.  Quillen.  If  FNMA  gets  into  difficulty,  they  can  go  in  the  back 
door  of  Treasury. 

Mr.  Barr.  They  are  the  only  ones  that  can,  that  is  correct.  The 
authority  to  lend  more. 

Mr.  Quillen.  Thank  you. 

The  Chairman.  Mr.  Bolling? 

Mr.  Bolling.  As  I  have  already  told  the  gentleman,  he  is  the  most 
persuasive  witness  in  support  of  the  legislation  that  there  is.  He  did 
say  one  set  of  things  that  I  would  like  to  pursue  very  briefly. 

This  has  nothing  to  do  with  technicalities  of  the  bill,  and  even  the 
details  of  the  bill,  but  aren’t  we  really  here  making  a  policy  choice 
which  is  very  narrow?  We  are  saying  this  is  a  better  way  to  get  the 
money  that  we  have  to  have  to  pay  our  bills,  than  either  Treasury 
borrowing  or  increasing  taxes. 

This  is,  in  effect,  a  way  of  making  that  choice  almost  m  advance 
because  if  we - 

Mr.  Barr.  Yes,  sir.  .  . 

Mr.  Bolling  (continuing) .  If  we  do  this,  if  we  go  into  participation 
sales,  you  can  make  a  fairly  strong  argument  that  it  will  be  unneces¬ 
sary  to  go  into  the  tax  field  unless  the  miscalculation  is  so  great  in  the 
burden  that  is  put  on  the  monetary  policy  that  you  have  to  go  back  to 
taxes  in  order  to  relieve  the  burden  on  the  monetary  authority. 

Now,  would  this  generally— this  relatively  complicated  thing — 
would  this  be  generally  accurate  ? 

Mr.  Barr.  I  am  glad  you  brought  this  point  out,  Mr.  Bolling.  I  hat 
is,  I  would  generally  accept  your  statement  that  this  does  offer  an 
alternative  to  raising  money  through  the  Treasury  or  raising  money 
through  taxes.  That  is  correct.  I  want  to.  make  it  very  clear,  and  I 
am  speaking  for  the  U.S.  Treasury  at  this  time,  at. the  impact  we  are 
not  claiming  that  the  impact  of  this  legislation  is  either  inflationary  or 
deflationary.  I  believe  it  is  slightly  deflationary  because  it  will  enable 
us  to  move  into  the  longer  end  of  the  market,  but  that  is  open  to 

question.  .  •  , 

So,  this  bill,  if  we  have  to  raise  taxes,  if  it  becomes  necessary  to 
restrain  demand,  this  bill,  I  want  to  make  it  very  clear  will  have  little 
or  no  impact  on  the  decision  as  to  whether  or  not  to  raise  taxes.  Is 
that - 
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Mr.  Bolling.  This  is  responsive,  but  to  pursue  that,  I  notice  with 
considerable  amusement  that  Joe  Martin,  who  has  always  been  a  great 
champion  of  the  monetary  authority,  at  least,  is  quoted  today  as  say¬ 
ing  there  is  about  as  much  burden  on  the  monetary  authority  as  there 
can  be  and  that  we  must  now  turn  in  the  direction  of  a  fiscal  action, 
in  other  words,  tax  increase,  that  either  Treasury  borrowing  or  pas¬ 
sage  of  this  bill  on  participation  sales  is  inevitably  going  to  put,  with¬ 
out  regard  to  whether  it  is  inflationary  or  deflationary,  is  inevitably 
going  to  put  a  greater  burden  on  the  monetary  authority. 

Mr.  Barr.  That  is  correct. 

Mr.  Bolling.  Regardless  of  whether  the  chunk  is  Treasury  or  par¬ 
ticipation,  it  is  going  to  be  that  much  more  competition  for  that  much 
more  money. 

Mr.  Barr.  That,  is  correct. 

Mr.  Bolling.  OK.  That  is  all  I  want  to  know. 

Mr.  Barr.  I  am  glad  you  made  that  point. 

The  Chairman.  Mr.  Latta,  do  you  have  any  questions  ? 

Mr.  Latta.  No.  I  think  most  of  mine  have  been  answered. 

The  Chairman.  Any  questions  ? 

Mr.  O’Neill.  Mr.  Barr,  on  the  SBA  sale  of  $110  million  worth  of 
their  mortgages  with  the  interest  and  discount,  did  that  money  go 
back  into  the  revolving  fund  of  the  SBA  ? 

Mr.  Barr.  May  I  ask  for  help  on  that?  Where  did  that  money  go ? 

It  went  back  into  SBA ;  yes,  sir. 

Mr.  O’Neill.  Then,  it  was  used  because  of  the  fact  that  so  much 
money  had  been  used  in  the  hurricane  down  in  New  Orleans. 

Mr.  Barr.  That  is  correct. 

Mr.  O’Neill.  Now,  under  your  bill  here,  the  $110  million  of  them, 
if  it  were  to  happen  that  your  legislation  were  enacted,  it  would  come 
under  the  tent  of  FNMA,  and  the  money  then  would  go  back,  as  I 
understand  it,  to  the  General  Treasury ;  is  that  right? 

Mr.  Barr.  It  would  go  back  to  the  General  Treasury  in  this  sense, 
that  all  of  the  funds  in  the  United  States  are  held  in  one  bank  account, 
the  general  fund  of  the  United  States,  but  it  would  go  back  to  the 
credit  of  the  Small  Business  Administration  on  their  books. 

Mr.  O’Neill.  So  you  do  not  delete  the  lending  power  to  the  Small 
Business  Administration. 

Mr.  Barr.  No,  sir. 

Is  that  correct  ? 

Only  the  Congress  can  do  that  through  substantive  legislation. 

Mr.  O’Neill.  Let  me  ask  you  one  other  question.  The  information 
given  us  this  morning  on  this  $110  million  sale,  I  understand,  the  in¬ 
terest— it  was  discounted  at  9.3.  If  such  a  sale,  let  us  say,  of  the  same 
$110  million  took  place  under  FNMA,  what  would  be  the  difference 
in  the  cost  to  the  Government  ? 

Mr.  Barr.  It  would  have  been  a  half  million  dollars  cheaper  under 
FNMA,  for  that  1  year.  In  other  words,  Mr.  O’Neill,  it  would — the 
cost  figured  out  at  5.78  for  the  SBA  transaction  the  way  we  ran  it 
by  selling  the  direct  assets.  FNMA  sold  at  the  same  time  at  5.33.  So 
the  difference  is  45  basis  points,  or  roughly,  one-half  of  1  percent  on 
$110  million.  That  is  the  advantage.  It  is  rather  dramatic. 

Mr.  O’Neal.  That  is  all,  Mr.  Chairman. 

Mr.  Sisk.  No  questions. 
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Mr.  Young.  No  questions. 

Mr.  Pepper.  No  questions. 

The  Chairman.  There  is  just  one  thing. 

Mr.  Barr.  Yes,  sir. 

The  Chairman.  There  is  one  other  thing  that  disturbs  me  a  little, 
that  I  don’t  understand.  The  expression  we  used,  “cats  and  dogs”,  in 
these  notes,  now  you  are  going  to  take  some  from  various  and  sundry 
agencies.  You  will  get  some  cats  from  one  and  maybe  some  dogs 
from  another,  and  maybe  some  elephants  from  another,  and  maybe 
some  monkeys  from  another,  and  you  will  sell  the  whole  caboodle  as 
one  package. 

Mr.  Barr.  Yes,  sir,  Mr.  Chairman. 

Mr.  Chairman.  Now,  how  are  you  going  to  unscramble  that  money 
that  comes  from  there  and  give  the  fellow  that  put  in  the  elephants 
his  share,  and  the  cats  his  share,  and  the  dogs  his  share,  and  the  mon¬ 
keys  his  share  ? 

Mr.  Barr.  Mr.  Chairman,  if  you  will  forgive  me,  I  am  not  going  to 
use  the  expression,  “cats  and  dogs.”  Different  parts  of  Congress  say 
that  some — some  parts  of  Congress  say  a  loan  to  colleges  is  the  best 
loan  you  can  make,  and  another  will  say  to  academics,  and  Agricul¬ 
ture  says  the  farm  loans  are  the  best  ones  you  can  make.  The  home¬ 
builders  say  the  loans  you  make  in  this  area  are  the  best  you  can  make. 
Urban  renewal — but  then,  everybody  argues. 

Let’s  say,  we  do  take,  let’s  say  we  put  together  a  billion  dollar  pool. 
Two  hundred  million  of  it  would  come  from  Farm  Home  Adminis¬ 
tration.  Two  hundred  million  of  it  would  come  from  FHA  mort¬ 
gages.  Two  hundred  million  of  it  would  come  from — I  hope  some¬ 
body  will  correct  me,  this  is  a  very  intricate  operation— $200  million 
from  college  housing,  and  $200  million  from  academic  facilities,  and 
$200  million  for  SBA. 

Now,  that  would  be  the  type  pool  and  would  be  envisaged.  1  am 
not  prepared  to  say  which  are  the  cats,  which  are  the  dogs,  which  are 
the  elephants.  We  don’t  have  to  do  it  this  way,  Mr.  Chairman.  Wo 
could  put  together  a  pool  composed  of  completely  Small  Business  Ad¬ 
ministration.  We  could  put  together  a  pool  composed  strictly  of 
college  housing.  We  could  put  together  a  pool  composed  strictly  of  the 
Farm  Home  Administration. 

The  Chairman.  Then,  there  would  be  no  problem  about  who  got— 
then,  there  would  be  no  problem. 

Now,  I  want  to  know  how  each  one  of  these  is  going  to  get  his  share 
back. 

Mr.  Barr.  All  right. 

The  Chairman.  His  share  of  the  purchase  price  of  those  bonds. 

Mr.. Barr.  That  billion -dollar  pool  will  be  sold  off,  Mr.  Chairman. 
Farm  Home  Administration  put  in  $200  million,  so  it  will  get  $200 
million  out  of  the  purchase  that  will  be  credited  to  its  account  on  the 
books  of  the  Treasury. 

The  Chairman.  They  are  all  put  on  the  same  basis,  then. 

Mr.  Barr.  Yes,  sir. 

The  Chairman.  Whether  they  are  cats,  dogs,  elephants,  or  monkeys. 

Mr.  Barr.  Yes,  sir.  And,  as  I  say,  different  people  have  different 
opinions  on  which  they  are. 
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No,  we  don’t  have  to  do  it  this  way.  We  don’t  have  to  commingle 
these  assets.  The  investment  community — this  was  unanimous  from 
the  mutual  bankers,  the  savings  and  loan  institutions,  the  investment 
bankers,  the  life  insurance  companies.  The  committee  said  we  are 
going  to  get  the  best  deal  if  we  mingle  them  all  together  and  have 
something  in  the  pool  for  everyone. 

Some  people  like  farm  loans,  some  people  like  college  loans,  some 
people  like  small  business. 

The  Chairman.  I  still  don’t  understand  and  I  think  you  have  got  to 
understand  before  you  begin  doing  it — how  each  one  of  those  par¬ 
ticipants  of  securities  is  going  to  get  back  his  fair  proportion  of  what 
the  whole  pool  together  brings. 

Some  will  be  worth  more  than  others  in  dollar  value. 

Mr.  Barr.  No,  sir,  Mr.  Chairman.  This  billion-dollar  pool,  we  went 
down  the  line  of  five  different  agencies,  each  putting  in  $200  million. 

It  makes  no  difference  whether  some  of  the  loans  are  made  at  a  5-per¬ 
cent  rate  or  some  of  the  loans  were  made  at  a  3-percent  rate.  And^i 
they  will  all  go  together  in  the  pool  and  the  pool  participation — par-  ▼  ( 
ticipation  in  the  pool  will  be  sold — the  last  issue  was  5.33.  Now,  each 
agency  that  put  in  $200  million  will  get  their  share  back. 

The  Chairman.  What  is  their  share? 

Mr.  Barr.  Their  share  is  what  they  put  in. 

The  Chairman.  But  they  put  in — some  of  those  might  sell  at  par, 
others  might  sell  individually  at  over  par,  and  some  might  sell  at  a  dis¬ 
count. 

Mr.  Barr.  That  is  right. 

The  Chairman.  Now,  how  is  that  all  going  to  be  taken  into  account 
and  distributed  among  those  to  whom  it  is  to  be  distributed  ? 

Mr.  Barr.  Mr.  Chairman,  they  will  all  get  their  pro  rata  share  be¬ 
cause  it  would  be  impossible  to  determine,  in  my  opinion,  how,  if  we 
sold — for  instance,  REA  is  out,  but  if  you  sold  a  2-percent  REA  loan, 

I  don’t  know  what  it  would  bring.  If  you  sold  a  3 - 


The  Chairman.  Does  that  mean  the  elephants  and  monkeys  are  go¬ 
ing  to  get.  equal  prices  for  the  bonds  ? 

Mr.  Barr.  Yes,  sir.  Well,  it  may - 


The  Chairman.  Somebody  is  going  to  get  stung  on  this. 
Mr.  Barr.  No,  sir.  Mr.  Chairman - 


Mr.  Delaney.  The  Appropriations  Committee  makes  up  the  dif¬ 
ference. 

Mr.  Barr.  That  is  correct.  Mr.  Delaney  answered  the  question.  The 
Appropriations  Committee  makes  up  the  difference.  If  you  made  a  3- 
percent  loan- 


Mr.  Anderson.  How  can  you  tell  which  agency- 
Mr.  Bolling.  No  dogs,  no  cats,  no  monkeys. 


Mr.  Barr.  There  is  no  cat  or  dog  when  it  carries  the  guarantee  of 
the  United  States.  Now,  they  are  made  at  different  rates,  that  is  true. 

The  Chairman.  Everybody  will  get  back  100  percent  of  the  face  of 
their  bonds. 

Mr.  Barr.  That  is  right.  And  the  difference  between  the  3-percent 
loan. 

The  Chairman.  Whether  it  comes  from  the  purchaser  or  the  Treas¬ 
ury  doesn’t  make  any  difference. 
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Mr.  Barr.  It  all  eventually  comes  from  the  credit  of  the  United 
States. 

Mr.  Martin.  Could  I  ask  one  question,  Mr.  Chairman?  I  passed 
up  my  chance  before. 

SBA,  I  believe,  has  authorization  of  $525  million,  I  believe. 

Mr.  Barr.  $1.8  billion.  I  am  informed  it  is  $1.8  billion. 

Mr.  Martin.  All  right.  Let’s  say  that  they  run  out  of  money  to  loan, 
so  they  put  up  $500  million  in  one  of  these  pools. 

Mr.  Barr.  Right. 

Mr.  Martin.  And  they  sell  their  securities. 

Mr.  Barr.  Right. 

Mr.  Martin.  That  $500  million  comes  back  in,  comes  back  to  the 
SBA,  as  I  understand  it,  to  be  credited  to  them. 

Mr.  Barr.  That  is  right. 

Mr.  Martin.  So,  they,  in  turn,  could  use  that  $500  million. 

Mr.  Barr.  If  it  is  within  the  $1.8  billion  loan  ceiling  they  have, 
that  is  right. 

Mr.  Martin.  Yes;  but  they  get  their  money  back,  and  so  they  have 
the  money  they  need. 

Mr.  Barr.  That  doesn’t  pull  down  their  ceiling.  In  this  particular 
case  they  have  got  $1.8  billion  in  loans.  Let’s  say  they  are  up  to 
their  ceiling.  They  have  made  a  $1.8  billion  loan  and  they  sell  a 
half  billion  dollars  in  securities.  The  mere  fact  they  sell  that  half 
billion  dollars,  they  can’t  use  that  money  until  their  authorizing  limit 
is  raised  to  2.3.  They  have  to  come  back  to  Congress  and  get,  that 
approval. 

Mr.  Martin.  $500  million  on  hand,  and  you  mean  they  couldn’t 
loan  it  ? 

Mr.  Barr.  No,  sir.  They  could  not  use  it  until  they  came  back  to 
the  Congress  in  this  particular  instance.  Now,  this  is  not  true  in 
every  instance  but  in  this  instance  it  is  true. 

Mr.  Martin.  We  get  a  little  difference  of  opinion. 

Mr.  Barr.  The  legislative  history  is  clear,  that  Mr.  Davis  testified 
before  the  committee. 

Mr.  Martin.  In  this  bill  right  here  that  we  have  before  us— — 

Mr.  Barr.  You  asked  about  a  particular  program,  sir.  Now,  not 
all  of  them  operate  this  way. 

Mr.  Martin.  Well,  here  on  page  4,  line  11,  of  the  bill  it  says: 

The  effect  of  both  past  and  future  sales  of  any  issue  of  beneficial  interests 
or  participations  shall  be  the  same,  to  the  extent  of  the  principal  of  such  issue, 
as  the  direct  sale  of  the  obligations  subject  to  the  trust. 

Mr.  Barr.  Mr.  Davis  and  the  SBA- — you  asked  me  about  a  specific 
agency  and  I  want  to  make  sure  that  this  does  not  apply  to  all  the 
other  agencies.  Mr.  Davis  said  he  does  not  accept  this  language  and 
that,  the  history  is  made  because  when  the  loan  is  sold,  the  guarantee — 
the  mere  fact  that  they  have  sold  participations,  the  guarantee  goes 
with  it  just  the  same  as  if  we  sell  it.  If  he  sold  that  loan  directly, 
the  guarantee  goes  with  that  loan.  And  he  says  the  guarantee  counts 
toward  a  billion  of  $1.8  billion. 

Mr.  Martin.  Doesn’t  this  redefine  it,  the  way  this  language  is  writ¬ 
ten  in  the  bill? 

Mr.  Barr.  No,  sir.  Not  under  the  legislation.  Let  me  check  Gen¬ 
eral  Counsel.  It  does  not — Mr.  Englert  tells  me  I  am  correct.  He  is 
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Deputy  General  Counsel  of  the  Treasury.  It  does  not  give — under 
the  legislation  the  language  as  written  does  not  change  the  situation 
as  I  have  described  it. 

Mr.  Martin.  What  is  your  interpretation  of  the  language  here  in 
the  bill  ? 

Mr.  Barr.  May  I  defer  to  General  Counsel  here  on  this  language. 
I  am  not  a  lawyer,  sir.  What  does  this  mean? 

Mr.  Englert.  All  this  says  is  that  the  effect  of  the  sale  should  be  the 
same  as  though  they  had  sold  it  directly  without  putting  it  into  the 
pool.  Now,  if  they  sell  it  directly,  they  have  the  money  to  re-lend  it. 
That  will  be  true  when  they  get  the  money  back  from  the  pool  but  their 
authority  to  lend  is  limited  by  an  overall  amount.  They  cannot  exceed 
that  either  with  proceeds  of  direct  sales  or  proceeds - 

Mr.  Martin.  That  is  right.  That  is  the  point  I  was  making.  They 
get  the  money  back  in  and  what  is  to  prohibit  them  from  loaning  it  out 
again  ? 

Mr.  Barr.  Because  they  are  up  to  their  ceiling.  They  are  up  to  their 
limit. 

Mr.  Sisk.  What  would  be  the  advantage  of  selling  it  in  the  first 
place  ? 

Mr.  Barr.  So  we  don’t  have  to  borrow  from  the  Treasury  or  raise  the 
taxes. 

Mr.  Sisk.  There  would  be  no  advantage  to  SBA  ? 

Mr.  Barr.  No,  sir.  If  they  are  up  to  their  limit,  there  would  be  no 
advantage  to  SBA. 

Mr.  Quillen.  Mr.  Chairman - 

The  Chairman.  Mr.  Quillen  would  like  to  ask  a  question. 

Mr.  Quillen.  Pursuing  two  things,  under  the  question  that  my  col¬ 
league  from  Nebraska  asked,  when  this  agency  sells  these  securities, 
when  they  are  sold,  doesn’t  that  automatically  take  out  or  eliminate 
or  reduce  its  authorization  to  lend  more  money  ?  In  other  words - 

Mr.  Barr.  It  does  not  with  SBA.  It  does  with  college  housing.  It 
does  not  with  FHA. 

Mr.  Quillen.  FHA  is  not  in  this. 

Mr.  Barr.  Farmers  Home  Administration,  sir.  It  does  not — you 
have  to  answer  the  question  that  there  is  no  precise  answer,  sir.  Now, 
let’s  see.  With  Farmers  Home  Administration  they  have  an  annual 
authorization  to  lend.  So  that  would  not  give  them  any  more  right. 

Mr.  Quillen.  But  if  it  is  sold,  it  reduces - 

Mr.  Barr.  No,  sir.  Not  with  Farmers  Home  Administration.  Is 
that  correct? 

Mr.  Englert.  I  am  not  certain  about.  Farmers  Home. 

Mr.  Barr.  I  just  went  through  this  with  the  Bureau  of  the  Budget. 
With  the  Fanners  Home  Administration  the  fact  that  they  have 
sold  does  not  give  them  any  more  authority  to  lend.  With  college 
housing  the  fact  that  they  sell  does  give  them  more  money  to  lend. 

Mr.  Quillen.  How  about  SBA? 

Mr.  Barr.  SBA,  it  does  not.  Wait.  There  are  two  situations  here. 
I  think  Mr.  Fink  is  probably  right. 

Mr.  Quillen.  Selling  gives  them  more  money  to  lend.  I  mean, 
that,  is  only  logical. 

Mr.  Barr.  It.  does  not  reduce  their— the  original  loan  is  charged 
against  the  authorization  and  it  stays  charged  against  the  authoriza- 
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tion  as  far  as  SBA  is  concerned  no  matter  whether  it  is  sold  or 
participations  sold. 

Mr.  Quillen.  Is  that  in  this  bill  ? 

Mr.  Barr.  Is  that  in  this  bill  ?  .  .  . 

Mr.  Bolling.  No.  The  reason  they  are  say  mg  it  is  they  have  a 
guarantee  and  the  limit  is  on  the  guaranteed  loan.  And  you  have  got 
to  put  guarantee  together  with  loan. 

Mr.  Barr.  The  control  here— may  I  get  back  again— the  control 
here  in  this  whole  operation  is  in  the  appropriations  for  the  process  of 
the  Congress  of  the  United  States.  I  know  no  better  way  to  control  it. 

Mr.  Quillen.  I  am  sure  your  intent  is  there  but  the  language  of 
the  bill  doesn’t  say  so. 

Mr.  Barr.  No,  sir;  it  does  not.  Let’s  say  if  you  object  to  this 
procedure,  if  the  Appropriations  Committee  objects,  then  they  don  t— 

before  anything  can  start,  they  have  to  authorize  it. 

Mr.  Quillen.  One  more  thing.  Getting  back  to  the  cats  and  dogs, 
since  I  started  to  use  that  phrase,  they  go  into  the  pool  and  these  loans 
are  sold  and  you  stated  that  the  agency  involved  gets  back  full 
amounts  of  its  securities.  In  other  words,  they  put  m  $200  million, 
they  get  $200  million  back. 

Air.  Barr.  That’s  right.  . 

Air.  Quillen.  The  Appropriations  Committee  makes  up  the  differ¬ 


ence. 

Mr.  Barr.  That  is  correct.  „  „  .  , 

Air  Quillen.  We  talked  about  everybody  benefiting  except  the 


taxpayer.  ,,  •  T£ 

Air.  Bar r.  Well,  now,  sir,  when  these— I  want  to  tell  you  this.  It 
you  decide  not  to  pass  this  legislation  and  to  continue  with  all  these 
loan  forms  this  country  is  making,  you  have  saddled  the  taxpayer  with 
the  cost  the  minute  you  make  that  loan.  I  am  trying  to  get  him  to  get 

out  of  these  loans.  ....  . 

Air.  Quillen.  So  he  can  make  more  loans  and  be  saddled  again. 

Mr.  Barr.  No,  sir. 

Mr.  Quillen.  That  is  the  way  I  see  it. 

Mr.  Barr.  No,  sir.  . 

Air.  Quillen.  I  will  be  glad  to  talk  to  you  privately. 

Mr.  Barr.  This  is  the  only  way  that  you  can  get  out  of  this. 

Air.  Quillen.  Amu  are  going  to  get  in  more  than  you  get  out. 

Mr.  Barr.  No, sir. 

Mr  Anderson.  Mr.  Barr,  would  you  be  willing  to  delete  that  lan¬ 
guage  on  page  4,  lines  11  through  14,  which  is  causing  I  think  the  dis¬ 
tress  that  Air.  Quillen  feels  that  this  is,  in  effect,  increasing  the  au¬ 
thorized  ceilings  of  these  agencies  to  make  these  loans  ?  The  sentence 

that  reads : 


The  effect  of  both  past  and  future  sales  of  any  issues  of  beneficial  interests 
or  participations  shall  be  the  same,  to  the  extent  of  the  principal  of  such 
issue,  as  the  direct  sale  of  the  obligations  subject  to  the  trust. 

Mr  Barr.  They  are  debating  this  subject  in  the  Senate  today.  The 
Bureau  of  the  Budget  has  looked  at  this  very  carefully  and  I  am  not 
sure.  I  can’t  give  you  any  answer  on  this. 

Mr.  Quillen.  That  is  all,  Mr.  Chairman. 
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The  Chairman.  Mr.  Patman,  just  a  second  before  you  go.  We  had 
some  discussions  here  this  morning.  I  don’t  know  whether  they  have 
all  been  cleared  up  but  there  was  some  discussion  about  some  other 
amendment  or  amendments  that  might  relieve  the  situation,  and  I 
wondered  if  maybe  Mr.  Patman  and  Mr.  Widnall  and  you  could  get 
together  and  discuss  those  and  see.  There  is  something  about  the  place 
where  your  amendment  shoidd  go. 

Mr.  Barr.  We  have  accepted  that. 

The  Chairman.  Then  there  were  one  or  two  other  things  and  Mr. 
Patman  said  that  if  it  wasn’t  clear,  he  wanted  to  make  it  clear.  May¬ 
be  a  short  conference  between  you  sometime  between  now  and  the 
first  of  the  week,  between  you  two,  might  relieve  some  of  the  questions. 

Thank  you  very  much. 

Mr.  Barr.  Mr.  Chairman,  may  I  thank  you  and  the  committee  for 
the  opportunity  of  trying  to  explain  the  most  intricate  legislation  I 
have  ever  been  involved  in. 

The  Chairman.  You  have  been  a  good  witness. 

Gentlemen,  we  will  now  go  into  executive  session  and  we  have  an¬ 
other  matter  to  take  up. 

.  (Whereupon,  at  2 :35  p.m.,  the  committee  moved  into  executive  ses¬ 
sion.) 
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THURSDAY,  APRIL  21,  1966 

House  of  Representatives, 

Committee  on  Banking  and  Currency, 

Washington,  D.C. 

The  committee  met,  pursuant  to  notice,  at  10:10  a. m.,  in  room 
2128,  Rayburn  House  Office  Building,  Hon.  Wright  Patman  (chair- 

“fteK^epresentatives  Patman,  Barrett  Reuse,  Moorhead 
Stephens,  St  fiermain,  Gonzalez,  Mimsh,  Weltner, 

Todd,  Ottinger,  McGrath,  Hansen,  Annunzio,  Rees,  Widnall,  bin  , 
hHalpern,  Brock,  Talcott,  Clawson,  Stanton,  and  Mize. 
i  The  Chairman.  The  committee  will  please  come  to  order. 

Today  the  Banking  and  Currency  Committee  begins  hearings 
on  H  R  14544,  a  bill  to  promote  private  financing  of  credit  nee 
and  to  provide  for  an  efficient  and  orderly  method  of  liquidating 

financia/assets  held  by  Federal  credit  agencies,  and ^n°tS  °d ^ Pnvlte 
(H  R.  14544;  a  communication  from  the  President  entitled  Fr 

Financing  of  Credit;”  and  “President  Proposes  ^ 

tion,”  Treasury  Department  release  dated  Apr.  20,  1966,  iollo  .) 

[H.R.  14544,  89th  Cong.,  1st  sess.] 

A  BILL  Fe^ralCTedit'agencles^'and ^or^the^purposes' ^ 

SaSECA2t  (a)  Section  302(c)  of  the  Federal  National  Mortgage  Association  Charter 

Act  is  ame  j  ^ng  “(i)”  immediately  following  “(c)”  ;  “herein 

(2)  by  inserting  after  “undertakings  and  activities”  a  comma  and  herein 

after  in  this  subsection  called  trusts  ,  ,  Housing  and  Home 

laws  administered  by  the  Securities  and  Exchange  Commission.  , 

(5)  by  striking  out  the  fourth  sentence  thereo  .  ,  following: 

to”se,  aside  a  part  or  a.l  of  a„y 
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obligations  held  by  him  and  subject  them  to  a  trust  or  trusts  and,  incident  thereto, 
may  guarantee  to  the  trustee  timely  payment  thereof.  The  trust  instrument  may 
provide  for  the  issuance  and  sale  of  beneficial  interests  or  participations,  by  the 
trustee,  in  such  obligations  or  in  the  right  to  receive  interest  and  principal  collec¬ 
tions  therefrom;  and  may  provide  for  the  substitution  or  withdrawal  of  such 
obligations,  or  for  the  substitution  of  cash  for  obligations.  The  trust  or  trusts  shall 
be  exempt  from  all  taxation.  The  trust  instrument  may  also  contain  other  appro¬ 
priate  provisions  in  keeping  with  the  purposes  of  this  subsection.  Notwithstand¬ 
ing  any  other  provision  of  law,  the  Association  may  be  named  and  may  act  as 
trustee  of  any  such  trusts  and,  for  the  purposes  thereof,  the  title  to  such  obligations 
shall  be  deemed  to  have  passed  to  the  Association  in  trust:  Provided,  That  the 
trust  instrument  shall  provide  that  custody,  control,  and  administration  of  the 
obligations  shall  remain  in  the  trustor  subjecting  the  obligations  to  the  trust,  sub¬ 
ject  to  transfer  to  the  trustee  in  event  of  default  or  probable  default,  as  determined 
by  the  trustee,  in  the  payment  of  principal  and  interest  of  the  beneficial  interests 
or  participations.  Collections  from  obligations  subject  to  the  trust  shall  be  dealt 
with  as  provided  in  the  instrument  creating  the  trust.  The  trust  instrument  shall 
provide  that  the  trustee  will  promptly  pay  to  the  trustor  the  full  net  proceeds  of 
any  sale  of  beneficial  interests  or  participations  to  the  extent  they  are  based  upon 
such  obligations  or  collections.  Such  proceeds  shall  be  dealt  with  as  otherwise 
provided  by  law  for  sales  or  repayment  of  such  obligations.  The  effect  of  both 
past  and  future  sales  of  any  issue  of  beneficial  interests  or  participations  shall  be 
the  same,  to  the  extent  of  the  principal  of  such  issue,  as  the  direct  sale  of  the  obli¬ 
gations  subject  to  the  trust.  Any  trustor  creating  a  trust  or  trusts  hereunder  is 
authorized  to  purchase,  through  the  facilities  of  the  trustee,  outstanding  beneficial 
interests  or  participations  to  the  extent  of  the  amount  of  his  responsibility  to  the 
trustee  on  beneficial  interests  or  participations  outstanding,  and  to  pay  his  proper 
share  of  the  costs  and  expenses  incurred  by  the  Federal  National  Mortgage  Asso¬ 
ciation  as  trustee  pursuant  to  the  trust  instrument,  and  for  these  purposes  may 
use  any  appropriated  funds  or  other  amounts  available  to  him  for  the  general 
purposes  or  programs  to  which  the  obligations  subjected  to  the  trust  are  related. 

“(3)  If  any  trustor  shall  guarantee  to  the  trustee  the  timely  payment  of 
obligations  he  subjects  to  a  trust  pursuant  to  this  subsection,  and  it  becomes 
necessary  for  such  trustor  to  meet  his  responsibilities  under  such  guaranty,  he  is 
authorized  to  fulfill  such  guaranty  by  using  any  appropriated  funds  or  other 
amounts  available  to  him  for  the  general  purposes  or  programs  to  which  the 
obligations  subjected  to  the  trust  are  related. 

“(4)  The  Association,  as  trustee,  is  authorized  to  issue  and  sell  beneficial 
interests  or  participations  under  this  subsection,  notwithstanding  that  aggregate 
receipts  from  obligations  subject  to  the  related  trust  are  or  may  become  insufficient 
in  amount  to  provide  for  the  payment  by  the  trustee  (on  a  timely  basis  out  of 
current  receipts  or  otherwise)  of  all  interest  or  principal  on  such  interests  or 
participations  (after  provision  for  all  costs  and  expenses  incurred  by  the  trustee, 
fairly  prorated  among  trustors):  Provided,  That  no  such  beneficial  interests  or 
participations  shall  be  issued  in  relation  to  any  obligations  unless  the  trustee 
determines  there  is  a  reasonable  probability  there  will  not  be  an  insufficiency  as 
aforesaid,  or  unless  the  amounts  issued  are  within  aggregate  principal  amounts 
authorized  in  advance  in  appropriation  Acts,  and  it  shall  be  in  order  to  include 
provisions  authorizing  such  issuance  in  an  appropriation  Act.  Whenever  such  an 
aggregate  principal  amount  is  so  authorized,  there  shall  be  established  on  the 
books  of  the  Treasury  as  indefinite  appropriations  such  sums  as  may  be  necessary 
from  time  to  time  to  enable  the  trustor  to  pay  the  trustee  such  insufficiency  as  the 
trustee  may  require  on  account  of  outstanding  beneficial  interests  or  participations, 
and  such  trustor  shall  make  timely  payments  to  the  trustee  from  such  appro¬ 
priations,  subject  to  and  in  accord  with  the  trust  instrument.” 

Sec.  3.  (a)  Section  305(c)  of  the  Federal  National  Mortgage  Association 
Charter  Act  is  amended  by  deleting  “by  $450,000,000  on  July  1,  1966,”. 

(b)  Section  401(d)  of  the  Housing  Act  of  1950  is  amended  by  deleting  “1968:” 
immediately  preceding  the  first  proviso  and  by  substituting  therefor  “1965,  and 
1967  and  1968:”. 
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Sec.  4.  (a)  Section  303(c)  of  title  III  of  the  Higher  Education  Facilities  Act 
of  1963  is  amended  by  striking  out  the  first  nine  words  in  the  second  sentence  and 
substituting  therefor  the  following:  “For  the  purpose  of  making  payments  into 
the  fund  established  under  section  305”. 
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(b)  Title  III  of  the  Higher  Education  Facilities  Act  of  1963  is  further  amended 
by  adding  after  section  304  the  following  new  section: 

“revolving  loan  fund 

“Sfp  305  (a.)  There  is  hereby  created  within  the  Treasury  a  separate  fund  foi 

from  the  fund  in  any  fiscal  year  shall  not  exceed  limitations  specified  in  appro- 
priatmn  Acts.  Commissioner  is  authorized  to  transfer  to  the  /’I™1  tt^fund 

directly  or  indirectly  from  the  sale  of  assets,  or  beneficial  interests  or  participatio 

in  assets  of  the  fund,  shall  be  deposited  in  the  fund.  p 

u/o\  in  i0ans  expenses,  and  payments  pursuant  to  operations  of  the 
missionm*  under  thisHthf shall  be  paid  from  the  fund,  including  (but  not  limited  to) 
cxDenses  and  payments  of  the  Commissioner  in  connection  with  sale,  under  sect  10 
^ 302(c)  of  the  Federal  National  Mortgage  Association  Charter  Act,  of  participations 
^fn  obligations  acquired  under  this  title.  .  From  time  to  time  and  at  least  at  he 
plnse  of  each  fiscal  year,  the  Commissioner  shall  pay  from  the  fund  into  t 
Treasury  as  miscellaneous  receipts  interest  on  the  cumulative  amount  of  appro- 
nrOtS  Sid  oTt  for  “cans  under  this  title  or  available  as  capital  to  the 1  fund 
less  the  average  undisbursed  cash  balance  in  the  fund  during  the  year.  The  £ate 

intc>U co nside ration1 1 he^a v er age'^nmrket ^y ield  duringThe"  month  pTece|ng  each 

Act,  as  amende)  (16  U.S  Ch  “d’ a^°L>dby taSStatte 

flfTsenSe  afl’r^tffle"  the  following ,  "section 1  8 1  of f^he  Watershed  Protection 
and  Flood  Prevention  Act,  as  amended,  and  section  32(e)  ot  the  nanimeau 

J17cF6%0TStoA&Acl"tauS  construed  to  repeal  or  modify  the  provision, 
a  of  Sion  mo  ")®)"  title  38,  United  States  Code,  respect, ng  the  authority  of  the 
B  Administrator  of  Veterans’  Affairs. 
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PRIVATE  FINANCING  OF  CREDIT 


Communication  From  the  President  of  the  United  States 


LETTER  OF  TRANSMITTAL 

The  White  House, 
Washington,  April  20,  1966. 

Hon.  John  W.  McCormack, 

Speaker  of  the  House  of  Representatives, 

Washington,  D.C. 

Dear  Mr.  Speaker:  I  have  the  honor  to  transmit  the  “Partici¬ 
pation  Sales  Act  of  1966.”  This  important  legislation  is  designed  to 
forward  our  objective  of  substituting  private  for  public  credit. 

For  many  years  the  Federal  Government  has  carried  on  lending 
programs  to  finance  essential  activities  which  would  not  otherwise 
receive  adequate  financial  support.  Under  these  programs  direct 
loans  are  made  to  help  the  farmer,  the  businessman,  the  home  buyer, 
the  veteran,  the  student,  our  colleges,  and  our  schools.  As  of  June 
30,  1965,  the  volume  of  these  Federal  loans  exceeded  $33  billion. 

Desirable  as  these  activities  are,  Federal  lending  neither  can,  nor 
should,  shoulder  the  entire  job. 

Under  our  system  of  free  enterprise  it  is  far  better  for  the  Govern¬ 
ment  to  mobilize  private  capital  to  these  ends;  and  it  is  far  better 
for  the  Government  to  stimulate  and  supplement  private  lending 
rather  than  to  substitute  for  it. 

To  do  this,  we  sell  Federal  loans  directly,  or  in  some  cases,  sell 
“participations”  in  pools  of  loans,  to  private  investors.  The  Govern¬ 
ment  acts  as  both  middleman  and  underwriter  for  the  loans,  assuring 
adequate  and  economical  financing  for  desirable  projects  while  at  the 
same  time  attracting  the  maximum  participation  of  private  investors. 

This  substitution  of  private  for  public  credit  provides  sound 
financing  for  worthwhile  projects  with  a  minimum  of  Federal  partici¬ 
pation. 

In  encouraging  private  participation  in  Federal  credit  programs, 
I  am  building  on  tbe  outstanding  work  begun  and  carried  forward  by: 

President  Eisenhower’s  administration. 

The  1958  Commission  on  Money  and  Credit,  chaired  by  Frazar 
B.  Wilde  and  of  which  Secretary  of  the  Treasury  Fowler  and 
many  other  distinguished  citizens  were  members. 

President  Kennedy’s  1962  Committee  on  Federal  Credit 
Programs,  under  the  chairmanship  of  former  Secretary  of  the 
Treasury  Dillon. 

The  substitution  of  private  for  public  credit  has  many  advantages: 

It  makes  more  effective  use  of  the  taxpayers’  dollar. 

It  offers  the  private  investor  an  opportunity  for  sound  invest¬ 
ment  and  a  fair  return. 

It  benefits  business  and  those  of  our  citizens  who  are  helped  by 
the  vital  programs  made  possible  both  by  Federal  and  private 
investment. 

In  the  fiscal  year  we  expect  to  replace  a  total  of  $3.3  billion  in  public 
credit  with  private  credit.  In  fiscal  1967,  with  the  help  of  legislation 
such  as  the  proposal  I  am  submitting  today,  we  believe  that  private 
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credit  can  be  substituted  for  public  credit,  advantageously  to  all 
concerned,  in  the  amount  of  approximately  $4.7  billion. 

As  private  credit  is  introduced  on  an  increasing  scale,  the  need  to 
coordinate  the  sales  of  Federal  loans  also  increases.  It  would  defeat 
the  purpose  of  improving  the  operation  of  the  credit  market  if  loans 
offered  under  particular  programs  interfered  with  each  other  or  with 
the  orderly  financing  of  the  public  debt  through  the  sale  of  Treasury 
securi  tics 

The  Participation  Sales  Act  of  1966  will  help  solve  this  problem  in 
two  important  respects :  . 

First,  instead  of  the  Government  making  a  number  of  relatively 
small  and  uncoordinated  offerings  of  loans  in  the  market,  the  act 
provides  for  pooling  many  loans  together  and  selling  participations 
in  the  pool.  The  pooling  of  mortgages  and  loans  and  the  sale  of 
participations  in  the  income  and  repayments  from  loans  in  the  pool 
is  not  new.  It  has  been  used  to  advantage  over  the  past  several 

#  years  by  the  Export-Import  Bank,  the  Veterans’  Administration,  and 
the  Federal  National  Mortgage  Association. 

Second,  this  legislation  would  extend  the  pool  participation 
technique  to  other  lending  programs,  including: 

Farmers  Home  Administration. 

Office  of  Education. 

College  housing. 

Public  facilities  loans. 

Small  Business  Administration. 

The  pool  technique  adopted  by  this  legislation  has  a  number  of 
advantages: 

It  assures  the  Government  the  best  possible  return  on  the 
sales  of  financial  assets.  _ 

It  provides  the  investor  with  a  widely  accepted  and  highly 

desired  asset.  ,  .... 

It  provides  a  means  for  attracting  private  participation  in 
loans  made  with  relatively  low  interest  rates  for  special  purposes. 

It  reaches  sources  of  capital  which  would  not  be  available 
for  loans  or  mortgages  offered  individually,  thus  widening  the 
reservoir  of  credit  for  vital  projects. 
a  The  proposed  legislation  has  two  other  major  provisions. 

^  1.  Rather  than  have  each  of  the  agencies  concerned  conduct  their 

own  separate  sales  programs,  the  sale  of  participations  would  be 
centralized  in  a  single  agency — the  Federal  National  Mortgage 
Association.  This  agency  has  already  built  up  extensive  experience 
with  this  technique  in  its  mortgage  pooling  operations. 

Individual  agencies  would  continue  to  administer  then-  credit  pro¬ 
grams,  but  the  pooling  of  credits  and  sales  of  participations  in  the  pools 
would  be  handled  by  the  Federal  National  Mortgage  Association. 
This  centralization  will  greatly  increase  the  efficiency  of  the  sales 
operation  and  help  coordinate  this  program  with  the  Treasury’s  debt 
management  operations. 

2.  In  many  cases  the  Congress  has  established  r  ederal  credit  pro¬ 
grams  in  which  the  interest  rate  charged  to  the  borrower  is  below 
the  market  rate.  The  difference  represents  a  net  charge  to  the  tax¬ 
payer.  The  act  provides  that,  in  all  such  cases,  the  Appropriations 
Committees  of  both  Houses  must  authorize  in  advance  the  amounts 
of  participations  which  could  be  sold  against  these  assets.  In  this 
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way,  the  safeguards  of  the  annual  appropriations  process  can  be  applied 
to  this  aspect  of  the  program. 

The  Participation  Sales  Act  of  1966  will  permit  us  to  conserve  our 
budget  resources  by  substituting  private  for  public  credit  while  still 
meeting  urgent  credit  needs  in  the  most  efficient  and  economical 
manner  possible. 

It  will  enable  us  to  make  the  credit  market  stronger,  more  com¬ 
petitive,  and  better  able  to  serve  the  needs  of  our  growing  economy. 

But  above  all,  the  legislation  will  benefit  millions  of  taxpayers  and 
the  many  vital  programs  supported  by  Federal  credit.  The  act  will 
help  us  move  this  Nation  forward  and  bring  a  better  life  to  all  the 
people. 

I  am  enclosing  a  joint  memorandum  from  the  Secretary  of  the 
Treasury  and  the  Director  of  the  Bureau  of  the  Budget  which  dis¬ 
cusses  in  detail  the  major  features  of  this  legislation. 

I  urge  speedy  enactment  of  this  legislation. 

Sincerely, 


Lyndon  B.  Johnson. 
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PROPOSED  ACT 

A  BILL  To  promote  private  financing  of  credit  needs  and  to  provide  for  an 
efficient  and  orderly  method  of  liquidating  financial  assets  held  by  Federal 
credit  agencies  and  for  other  purposes 

Be  it  enacted  by  the  Senate  and  House  oj  Representatives  of  the  United 
States  of  America  in  Congress  assembled,  That  this  Act  may  be  cited  as 
the  “Participation  Sales  Act  of  1966”. 

Sec.  2.  (a)  Section  302(c)  of  the  Federal  National  Mortgage 
Association  Charter  Act  is  amended — 

(1)  by  inserting  “(1)”  immediately  following  “(c)”; 

(2)  by  inserting  after  “undertakings  and  activities”  a  comma 
and  “hereinafter  in  this  subsection  called  ‘trusts’,”; 

(3)  by  striking  out  the  words  “offered  to  it  by  the  Housing 
and  Home  Finance  Agency  or  its  Administrator,  or  by  such 
Agency’s  constituent  units  or  agencies  or  the  heads  thereof,  or 
any  first  mortgages  in  which  the  United  States  or  any  agency” 
in  the  first  sentence  thereof  and  by  inserting  “and  other  types  of 
securities,  including  any  instrument  commonly  known  as  a 
security,  hereinafter  in  this  subsection  called  ‘obligations,  in 
which  the  United  States  or  any  executive  department,  agency,”; 

(4)  by  striking  out  the  third  sentence  thereof  and  substituting 
therefor  the  following :  “Participations  or  other  instruments  issued 
by  the  Association  pursuant  to  this  subsection  shall  to  the  same 
extent  as  securities  which  are  direct  obligations  of  or  obligations 
guaranteed  as  to  principal  or  interest  by  the  United  States  be 
deemed  to  be  exempt  securities  within  the  meaning  of  laws  admin¬ 
istered  by  the  Securities  and  Exchange  Commission.”;  and 

(5)  by  striking  out  the  fourth  sentence  thereof. 

(b)  Section  302(c)  of  such  Act  is  further  amended  by  adding  the 

following:  .  . 

“(2)  Notwithstanding  any  other  provision  of  law,  the  head  of  any 
executive  department,  agency,  or  instrumentality  of  the  United 
States,  hereinafter  in  this  subsection  called  in  ‘trustor’,  is  authorized 
to  set  aside  a  part  or  all  of  any  obligations  held  by  him  and  subject 
them  to  a  trust  or  trusts  and,  incident  thereto,  may  guarantee  to  the 
trustee  timely  payment  thereof.  The  trust  instrument  may  provide 
for  the  issuance  and  sale  of  beneficial  interests  or  participations,  by 
the  trustee,  in  such  obligations  or  in  the  right  to  receive  interest  and 
principal  collections  therefrom;  and  may  provide  for  the  substitution 
or  withdrawal  of  such  obligations,  or  for  the  substitution  of  cash  for 
obligations.  The  trust  or  trusts  shall  be  exempt  from  all  taxation. 
The&  trust  instrument  may  also  contain  other  appropriate  provisions 
in  keeping  with  the  purposes  of  this  subsection.  Notwithstanding 
any  other  provision  of  law,  the  Association  may  be  named  and  may 
act  as  trustee  of  any  such  trusts  and,  for  the  purposes  thereof,  the 
title  to  such  obligations  shall  be  deemed  to  have  passed  to  the  Associa¬ 
tion  in  trust:  Provided:  That  the  trust  instrument  shall  provide  that 
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custody,  control,  and  administration  of  the  obligations  shall  remain 
in  the  trustor  subjecting  the  obligations  to  the  trust,  subject  to 
transfer  to  the  trustee  in  event  of  default  or  probable  default,  as 
determined  by  the  trustee,  in  the  payment  of  principal  and  interest  of 
the  beneficial  interests  or  participations.  Collections  from  obligations 
subject  to  the  trust  shall  be  dealt  with  as  provided  in  the  instrument 
creating  the  trust.  The  trust  instrument  shall  provide  that  the 
trustee  will  promptly  pay  to  the  trustor  the  full  net  proceeds  of 
any  sale  of  beneficial  interests  or  participations  to  the  extent  they 
are  based  upon  such  obligations  or  collections.  Such  proceeds  shall 
be  dealt  with  as  otherwise  provided  by  law  for  sales  or  repayments  of 
such  obligations.  The  effect  of  both  past  and  future  sales  of  any 
issues  of  beneficial  interests  or  participations  shall  be  the  same,  to  the 
extent  of  the  principal  of  such  issue,  as  the  direct  sale  of  the  obligations 
subject  to  the  trust.  Any  trustor  creating  a  trust  or  trusts  hereunder 
is  authorized  to  purchase,  through  the  facilities  of  the  trustee,  out¬ 
standing  beneficial  interests  or  participations  to  the  extent  of  the  A 
amount  of  his  responsibility  to  the  trustee  on  beneficial  interests  or  0 
participations  outstanding,  and  to  pay  his  proper  share  of  the  costs 
and  expenses  incurred  by  the  Federal  National  Mortgage  Association 
as  trustee  pursuant  to  the  trust  instrument,  and  for  these  purposes 
may  use  any  appropriated  funds  or  other  amounts  available  to  him 
for  the  general  purposes  or  programs  to  which  the  obligations  sub¬ 
jected  to  the  trust  are  related. 

“(3)  If  any  trustor  shall  guarantee  to  the  trustee  the  timely  payment 
of  obligations  he  subjects  to  a  trust  pursuant  to  this  subsection,  and 
it  becomes  necessary  for  such  trustor  to  meet  his  responsibilities  under 
such  guaranty,  he  is  authorized  to  fulfill  such  guaranty  by  using  any 
appropriated  funds  or  other  amounts  available  to  him  for  the  general 
purposes  or  programs  to  which  the  obligations  subjected  to  the  trust 
are  related. 

“(4)  The  Association,  as  trustee,  is  authorized  to  issue  and  sell 
beneficial  interests  or  participations  under  this  subsection,  notwith¬ 
standing  that  aggregate  receipts  from  obligations  subject  to  the  related 
trust  are  or  may  become  insufficient  in  amount  to  provide  for  the 
payment  by  the  trustee  (on  a  timely  basis  out  of  current  receipts  or 
otherwise)  of  all  interest  or  principal  on  such  interests  or  participations  ^ 
(after  provision  for  all  costs  and  expenses  incurred  by  the  trustee,  fr 
fairly  prorated  among  trustors) :  Provided,  That  no  such  beneficial 
interests  or  participations  shall  be  issued  in  relation  to  any  obligations 
unless  the  trustee  determines  there  is  a  reasonable  probability  there 
will  not  be  an  insufficiency  as  aforesaid,  or  unless  the  amounts  issued 
are  within  aggregate  principal  amounts  authorized  in  advance  in 
appropriation  acts,  and  it  shall  be  in  order  to  include  provisions  author¬ 
izing  such  issuance  in  an  appropriation  act.  Whenever  such  an  aggre¬ 
gate  principal  amount  is  so  authorized,  there  shall  be  established  on 
the  books  of  the  Treasury  as  indefinite  appropriations  such  sums  as 
may  be  necessary  fiom  time  to  time  to  enable  the  trustor  to  pay  the 
trustee  such  insufficiency  as  the  trustee  may  require  on  account  of 
outstanding  beneficial  interests  or  participations,  and  such  trustor 
shall  make  timely  payments  to  the  trustee  from  such  appropriations, 
subject  to  and  in  accord  with  the  trust  instrument.’' 
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Sec.  3.  (a)  Section  305(c)  of  the  Federal  National  Mortgage 
Association  Charter  Act  is  amended  by  deleting  “by  $450,000,000  on 
July  1,  1966,”.  .  ,  ,  .  ,  ,  ,  , 

(b)  Section  401(d)  of  the  Housing  Act  of  1950  is  amended  by  de¬ 
leting  “1968:”  immediately  preceding  the  first  proviso  and  by  sub¬ 
stituting  therefor  “1965,  and  1967  and  1968:”. 

Sec.  4.  (a)  Section  303  (c)  of  title  III  of  the  Higher  Education 
Facilities  Act  of  1963  is  amended  by  striking  out  the  first  nine  words  in 
the  second  sentence  and  substituting  therefor  the  following:  “For 
the  purpose  of  making  payments  into  the  fund  established  under 
section  305”. 

(b)  Title  III  of  the  Higher  Education  Facilities  Act  of  1963  is 
further  amended  by  adding  after  section  304  the  following  new  section : 

“revolving  loan  fund 

“Sec.  305.  (a)  There  is  hereby  created  within  the  Treasury  a 
separate  fund  for  higher  education  academic  facilities  loans  (hereafter 
in  this  section  called  ‘the  fund’)  which  shall  be  available  to  the 
Commissioner  without  fiscal-year  limitation  as  a  revolving  fund  for 
the  purposes  of  this  title.  The  total  of  any  loans  made  from  the 
fund  in  any  fiscal  year  shall  not  exceed  limitations  specified  in  appro¬ 
priation  acts. 

“(b)(1)  The  Commissioner  is  authorized  to  transfer  to  the  fund 
available  appropriations  provided  under  section  303(c)  to  provide 
capital  for  the  fund.  All  amounts  received  by  the  Commissioner  as 
interest  payments  or  repayments  of  principal  on  loans,  and  any 
other  moneys,  property,  or  assets  derived  by  him  from  his  operations 
in  connection  with  this  title,  including  any  moneys  derived  directly 
or  indirectly  from  the  sale  of  assets,  or  beneficial  interests  or  partici¬ 
pations  in  assets,  of  the  fund,  shall  be  deposited  in  the  fund. 

“(2)  All  loans,  expenses,  and  payments  pursuant  to  operations  of 
the  Commissioner  under  this  title  shall  be  paid  from  the  fund,  in¬ 
cluding  (but  not  limited  to)  expenses  and  payments  of  the  Com¬ 
missioner  in  connection  with  the  sale,  under  section  302(c)  of  the 
Federal  National  Mortgage  Association  Charter  Act,  of  participa- 
tions  in  obligations  acquired  under  this  title.  From  time  to  time  and 
I  at  least  at  the  close  of  each  fiscal  year,  the  Commissioner  shall  pay 
from  the  fund  into  the  Treasury  as  miscellaneous  receipts  interest 
on  the  cumulative  amount  of  appropriations  paid  out  for  loans  under 
this  title  or  available  as  capital  to  the  fund,  less  the  average  undis- 
bursed  cash  balance  in  the  fund  during  the  year.  The  rate  of  such 
interest  shall  be  determined  by  the  Secretary  of  the  Treasury,  taking 
into  consideration  the  average  market  yield  during  the  month  pre¬ 
ceding  each  fiscal  year  on  outstanding  Treasury  obligations  of  maturity 
comparable  to  the  average  maturity  of  loans  made  from  the  fund. 
Interest  payments  may  be  deferred  with  the  approval  of  the  Secretary 
of  the  Treasury,  but  any  interest  payments  so  deferred  shall  themselves 
bear  interest/  If  at  any  time  the  Commissioner  determines  that 
moneys  in  the  fund  exceed  the  present  and  any  reasonably  prospec¬ 
tive  future  requirements  of  the  fund,  such  excess  may  be  transferred 
to  the  general  fund  of  the  Treasury.” 
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Sec.  5.  Section  338(c)  of  the  Consolidated  Farmers  Home  Admin¬ 
istration  Act  of  1961  is  amended  by  striking  in  the  second  sentence 
“and  (8)”  and  inserting  in  lieu  thereof  “(8)  section  8  of  the  Watershed 
Protection  and  Flood  Prevention  Act,  as  amended  (16  U.S.C.  1006a); 
(9)  section  32(e)  of  the  Bankhead-Jones  Farm  Tenant  Act,  as  amended 
(7  U.S.C.  1011);  and  (10)”;  and  by  inserting  in  the  fifth  sentence 
after  “title,”  the  following:  “section  8  of  the  Watershed  Protection 
and  Flood  Prevention  Act,  as  amended,  and  section  32(e)  of  the 
Bankhead-Jones  Farm  Tenant  Act,  as  amended,”. 

Sec.  6.  Nothing  in  this  Act  shall  be  construed  to  repeal  or  modify 
the  provisions  of  section  1820(e)  of  title  38,  United  States  Code, 
respecting  the  authority  of  the  Administrator  of  Veterans’  Affairs. 
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April  19,  1966. 

MEMORANDUM 

Memorandum  for  the  President 

This  memorandum  was  prepared  to  provide  you  with  background 
concerning  the  “Participation  Sales  Act  of  1966.”  We  recommend 
that  you  transmit  the  legislation  to  the  Congress. 

The  proposed  legislation  is  designed  to  implement  your  recom¬ 
mendation  in  the  budget  message  relating  to  the  substitution  of 
private  for  public  financing  in  various  Federal  credit  programs. 
Specifically,  the  draft  bill  would  provide  for  a  coordinated  program, 
through  the  Federal  National  Mortgage  Association,  of  sales  of 
participations  in  pools  of  financial  assets  held  by  various  Federal 
agencies. 

The  basic  purpose  of  the  proposed  legislation,  as  indicated,  is  to 
encourage  the  substitution  of  private  for  public  credit  in  various 
major  Federal  credit  programs.  Given  the  desirability  of  drawing 
in  greater  private  participation  in  the  Federal  credit  programs,  the  sale 
of  interests  in  pools  of  assets  is  the  most  satisfactory  and  economical 
means  that  has  been  devised  to  meet  this  end.  The  program  of 
asset  sales  also  facilitates  the  efficient  use  of  budgetary  funds. 

The  technique  now  proposed  for  sales  of  assets  have  evolved 
gradually  during  the  past  three  administrations,  stretching  back  in 
time  to  the  mid-T 960’s.  Both  the  Commission  on  Money  and  Credit, 
which  produced  its  distinguished  report  in  1961,  and  President 
Kennedy’s  Committee  on  Federal  Credit  Programs,  which  was 
chaired  by  Secretary  Dillon,  recommended  that  vigorous  efforts 
should  be  made  to  encourage  private  participation  in  Federal  credit 
programs.  A  similar  point  was  made  in  a  minority  report  of  the 
House  Ways  and  Means  Committee  in  1963,  which  urged  an  expansion 
of  the  Federal  Government’s  asset  sales. 

A  guiding  principle  of  these  programs  is  that  Federal  credit  should 
supplement  or  stimulate  private  lending  rather  than  substitute  for  it. 
This  is  a  matter  of  basic  economic  philosophy,  as  well  as  a  recognition 
of  the  fact  that  the  private  market  should,  and  will,  continue  to 
account  for  the  bulk  of  all  credit  extensions. 

Federal  credit  programs,  working  through  the  private  market,  help 
to  make  the  market  stronger,  more  competitive,  and  better  able  to 
serve  the  economy’s  needs  over  the  long  term,  than  if  the  Federal 
credit  programs  unnecessarily  preempted  functions  that  private 
lenders  could  perform  effectively.  In  addition,  use  of  private  market 
facilities  frequently  can  ease  the  problem  of  administering  Govern¬ 
ment  programs  and  make  Government  aid,  where  appropriate,  more 
available  to  potential  borrowers. 

Carrying  through  these  principles  and  recommendations,  increased 
emphasis  has  been  placed  in  recent  years  on  greater  use  of  Govern¬ 
ment  guarantees  of  private  credit  and  on  direct  sales  of  individual 
Government  loans  to  private  lenders.  More  recently,  sales  of  indi- 
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vidual  loans  have  been  supplemented  by  pooling  large  numbers  of  loans 
and  selling  certificates  of  participation  in  such  pools. 

By  the  use  of  this  efficient  technique,  the  Export-Import  Bank  of 
Washington  has  been  able,  since  1962,  to  sell  about  $1.7  billion  of  its 
direct  loans  which  otherwise  might  not  have  been  marketable.  The 
Federal  National  Mortgage  Association,  acting  as  trustee  under 
authority  granted  by  the  Housing  Act  of  1964,  has  been  able  to  sell 
$1.6  billion  of  participation  certificates  (including  their  current 
offering)  in  pools  of  housing  mortgage  loans  set  aside  by  its  manage¬ 
ment  and  liquidation  and  special  assistance  functions  and  by  the 
Veterans’  Administration. 

Even  with  these  major  efforts  to  draw  on  private  credit,  the  volume 
of  direct  Federal  loans  outstanding  has  increased  in  recent  years. 
It  was  $25.1  billion  on  June  30,  1961,  and  $33.1  billion  on  June  30, 
1965.  The  estimated  level  for  June  30,  1966,  is  $33.3  billion  assuming 
completion  of  the  sales  indicated  in  the  latest  budget  document. 
Under  the  proposed  program  of  asset  sales,  the  volume  of  direct 
Federal  loans  outstanding  woidd  decline  to  $31.5  billion  on  June  30, 
1967.  ; 

The  increase  in  asset  sales  largely  arises  from  broadening  the  pro¬ 
gram,  as  proposed  in  your  1967  budget,  to  include  sales  of  participa¬ 
tions  in  assets  of  the  Farmers  Home  Administration,  the  Office  of 
Education,  the  college  housing  program,  the  public  facility  loan 
program,  and  the  Small  Business  Administration. 

The  centralization  of  the  participation  sales  activity  in  FNMA, 
by  building  on  an  already  successful  body  of  market  experience,  will 
help  to  assure  the  orderly  and  most  economical  sale  of  this  paper. 
It  will  also  assure  the  effective  coordination  of  these  offerings,  not 
only  with  one  another  but  also  with  the  Treasury’s  own  debt  manage¬ 
ment  operations.  The  alternative  of  having  each  of  the  agencies 
involved  conduct  its  own  sales  operation  would  greatly  complicate  the 
coordination  problem,  would  produce  a  wasteful  duplication  of 
efforts,  and  woidd  result  in  a  less  effective  and  more  costly  operation 
for  the  Federal  Government.  Under  the  guidance  of  FNMA,  the 
asset  sales  undertaken  for  newer  programs,  less  well  known  to  the 
market,  would  gain  the  benefit  of  seasoning  and  experience  that  has 
been  built  up  already  through  the  FNMA  operations. 

Another  advantage  of  the  pool  arrangements  goes  back  to  the  fact 
that  a  number  of  sound  Federal  loans  carry  interest  rates  significantly 
below  levels  at  which  private  lenders  would  be  willing  to  invest  their 
funds  in  the  present  market.  These  rates,  in  many  cases,  have  been 
written  into  the  legislation  setting  up  the  programs.  While  the  rela¬ 
tively  low  rates  do  not  make  the  loans  any  less  sound,  these  rates  do 
mean  that  such  loans  could  be  sold  directly  to  private  investors  only 
at  substantial  discounts. 

The  proposed  legislation  would  make  it  possible  to  include  such  loans 
in  marketable  pools  by  providing,  in  effect,  means  for  the  agency 
owning  the  loans  to  make  supplementary  payments  to  the  trustee  of 
the  pool  to  cover  the  interest  insufficiency.  The  supplementary  pay¬ 
ments  would  be  subject  to  the  effective  approval  of  the  Appropriations 
Committees  since  these  committees  would  authorize  the  amounts  of 
any  issues  of  participations  on  which  supplementary  payments  are 
likely  to  be  required.  Section  2(b)(4)  of  the  bill  specifically  provides 
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that  the  amount  of  any  such  participation  issues  be  within  aggregate 
principal  amounts  authorized  in  advance  in  appropriation  acts. 

A  further  advantage  of  the  pool  arrangements  is  in  their  ability  to 
draw  into  the  financing  of  public  credit  programs  practically  all  sectors 
of  the  capital  markets.  Many  segments  of  the  market  cannot  deal 
in  individual  mortgages.  Other  sectors  are  not  able  to  purchase  in¬ 
dividual  business  or  college  housing  loans.  But  almost  all  segments 
of  the  market  are  potential  investors  in  pool  certificates.  Two  con¬ 
sequences  flow  from  this:  first,  the  market  for  a  number  of  particular 
types  of  credit  instruments  is  substantially  broadened;  and,  second, 
sales  of  participations  do  not  disrupt  particular  segments  of  the  capital 
markets,  as  might  be  the  case  if  the  mortgages  or  loans  were  sold 
individually. 

It  has  been  pointed  out  on  some  occasions  that  the  sale  of  Federal 
credit  program  financial  assets,  whether  through  participation  certif¬ 
icates  or  other  means,  is  more  expensive  than  financing  though  the 
direct  issue  of  Treasury  obligations.  This  is  true,  although  the  cost 
difference  has  proved  to  be  relatively  minor.  For  example,  FNMA 
participation  certificates  have  been  sold  at  rates  roughly  one-fourth 
of  1  percent  above  Treasury  issues  of  comparable  maturity ;  and  it  is 
entirely  possible  that  the  margin  may  diminish  as  the  market  gains 
experience  with  these  high-quality  credits. 

Moreover,  carried  to  its  logical  conclusion,  this  argument  would 
have  the  Treasury  financing  directly  all  of  the  Federal  insurance  and 
guarantee  programs,  since  it  can  obviously  do  this  more  cheaply  than 
the  private  market.  Other  types  of  credit,  now  handled  entirely  in 
the  private  market,  could  also  be  financed  more  “cheaply”  by  the 
U.S.  Treasury.  We  certainly  wish  to  retain,  however,  the  principle 
that  the  allocation  of  credit  for  essentially  private  purposes  should 
be  a  function  of  the  private  market.  That  was  the  philosophy  of  the 
Commission  on  Money  and  Credit  and  of  the  President’s  Committee  on 
Federal  Credit  Programs.  It  is  a  sound  philosophy,  and  I  believe  we 
should  continue  our  efforts  to  strengthen  the  private  market  as  a 
means  for  achieving  program  objectives  with  a  minimum  of  Govern¬ 
ment  interference. 

For  the  reasons  stated  above,  we  recommend  that  you  transmit  the 
attached  bill  to  the  Congress  and  urge  its  speedy  passage. 

D  Henry  H.  Fowler, 

Secretary  of  the  Treasury. 

Charles  L.  Schultze, 
Director,  Bureau  of  the  Budget. 


Section-by-Section  Summary  of  the  Participation  Sales 

Act  of  1966 

General 

The  bill  would  broaden  and  make  available  on  a  governmentwide 
basis  authority  for  the  sale  of  participations  in  pools  of  financial  assets 
now  owned  by  Federal  credit  agencies.  This  would  be  accomplished 
by  revising  the  authority  provided  in  1964  under  which  the  Federal 
National  Mortgage  Association  as  trustee  sells  certificates  of  partici¬ 
pation  in  pools  of  assets  set  aside  by  the  Veterans’  Administration 
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and  by  the  special  assistance  functions  and  the  management  and  liqui¬ 
dating  program  of  FNMA,  and  by  making  related  changes  in  statutes 
of  other  agencies  to  permit  such  agencies  to  make  use  of  participation 
sales  methods. 

Section  1.  Short  title 

The  bill  would  be  cited  as  the  “Participation  Sales  Act  of  1966.’ 

Section  2.  Amendments  to  section  302(c)  o  f  the  Federal  National  Mortgage 
Association  Charter  Act 

Subsection  (a)  would  amend  existing  section  302(c)  of  the  Federal 
National  Mortgage  Association  Charter  Act  to  accommodate  the 
provisions  of  new  paragraphs  (2),  (3),  and  (4).  The  first  and  second 
amendments  are  technical.  The  purpose  of  the  third  amendment  is 
to  qualify  for  inclusion  in  participation  trusts,  securities  held  by 
various  Government  agencies  even  though  they  may  not  be  within 
the  technical  definition  of  obligations.  The  fourth  amendment  would 
exempt  participation  certificates  issued  pursuant  to  this  act  from  all 
regulation  by  the  Securities  and  Exchange  Commission.  The  fifth 
amendment  would  repeal  the  existing  authority  for  appropriations  to 
offset  differentials  arising  from  the  issuance  of  participations  based  on 
below-market  interest  rate  mortgages  insured  under  section  221(d)(3) 
of  the  National  Housing  Act;  this  repeal  is  appropriate  because  of 
substitute  arrangements  provided  in  subsection  (b)  of  section  2  of 
the  bill. 

Subsection  (b)  would  add  new  paragraphs  (2),  (3),  and  (4),  to 
section  302(c)  of  the  FNMA  Charter  Act.  New  paragraph  (2) 
would  authorize  the  head  of  any  executive  department,  agency,  or 
instrumentality  of  the  United  States  to  set  aside  a  part  or  all  of  any 
financial  assets  held  by  him,  subject  them  to  a  trust  or  trusts,  and  to 
guarantee  to  the  trustee  the  timely  payment  of  principal  and  interest 
on  the  assets  so  set  aside.  Under  the  trust  instrument  FNMA  would 
act  as  trustee,  and  title  to  the  obligations  so  set  aside  would  be  deemed 
to  have  passed  to  FNMA  in  trust.  The  custody,  control,  and  admin¬ 
istration  of  the  obligations,  however,  would  remain  in  the  trustor, 
subject  to  transfer  in  event  of  default  in  the  payment  of  principal 
and  interest  of  the  related  participation  certificates  issued  by  the 
trustee.  The  trust  instrument  would  require  the  trustee  to  pay 
promptly  to  the  trustor  the  full  net  proceeds  of  any  sale  of  participa¬ 
tions,  and  require  the  trustor  to  treat  the  proceeds  as  otherwise  pro¬ 
vided  by  the  law  for  direct  sales  or  repayments  of  such  obligations. 
To  facilitate  liquidation  of  assets  because  of  prepayments  or  defaults 
and  to  release  assets  for  direct  sale,  any  trustor  would  be  authorized, 
through  the  facilities  of  the  trustee,  to  acquire  outstanding  participa¬ 
tions  to  the  extent  of  his  responsibility  to  the  trustee.  Any  trustor 
would  also  be  authorized  to  pay  his  proper  share  of  the  costs  and 
expenses  incurred  by  the  trustee. 

New  paragraph  (2)  would  also  specifically  exempt  any  such  trusts 
from  all  taxation.  This,  in  effect,  would  categorize  the  trust  as  a 
corporation  and  exempt  its  income  from  tax.  Since  the  trust  is  a 
corporation,  the  income  received  by  the  participation  holders  would 
be  taxable  dividends,  even  if  part  of  the  income  earned  by  the  corpora¬ 
tion  would  have  been  tax  exempt  if  owned  directly  by  an  investor. 

New  paragraph  (3)  would  authorize  any  trustor  to  fulfill  his  guaran¬ 
tee  of  the  timely  payment  of  obligations  subjected  to  a  trust  by  using 
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any  appropriated  funds  or  other  amounts  available  to  him  for  the 
general  purposes  or  programs  to  which  the  obligations  subjected  to  the 

trust  are  related.  . 

New  paragraph  (4)  would  expressly  authorize  1 NMA,  as  trustee,  to 
issue  and  sell  participations  even  if  the  aggregate  receipts  from  obli¬ 
gations  subject  to  the  related  trust  are  insufficient  to  permit  the  pay¬ 
ment  by  the  trustee  of  all  interest  or  principal  on  the  participations. 
However,  the  trustee  cannot  issue  participations  unless  it  determines 
there  is  a  reasonable  probability  that  the  aggregate  receipts  from  the 
obligations  will  not  be  insufficient,  or  unless  the  amounts  of  partici¬ 
pations  issued  are  within  aggregate  principal  amounts  authorized  m 
advance  in  appropriation  acts.  Authority  is  given  to  include  pro¬ 
visions  authorizing  the  issuance  of  such  participations  in  an  appiopria- 

tlC>When  the  amounts  of  participations  to  be  issued  are  authorized  in 
an  appropriation  act  or  acts,  indefinite  appropriations  would  be 
established  on  the  books  of  the  Treasury  in  the  amounts  necessary 
to  enable  the  trustor  to  effect  timely  payment  to  the  trustee  of  any 
insufficiencies  on  account  of  outstanding  participation,  I  he  trustor 
would  be  required  to  make  timely  payments  to  the  trustee  from  such 
appropriations.  Thus,  purchasers  of  participations  would  be  assured 
of  timely  payments  of  principal  and  interest  without  further  action  by 
the  Congress. 


Section  3.  Reductions  in  new  obligational  authority 

Subsection  (a)  amends  section  305(c)  of  the  FNMA  Charter  Act 
by  reducing  by  $450  million  the  aggregate  potential  authority  of 
FNMA  to  purchase  mortgages  under  its  special  assistance  functions. 

Subsection  (b)  would  amend  section  401(d)  of  the  Housing  Act  of 
1950  by  reducing  by  $300  million  the  borrowing  authority  of  the  college 
housing  loan  program.  Both  reductions  are  made  possible  by  in¬ 
creased  sales  of  participation  certificates  in  existing  loans. 

Section  J+.  Office  oj  Education  revolving  loan  fund  provisions 

Subsection  (a)  of  this  section  would  amend  section  303(c)  of  the 
Higher  Education  Facilities  Act  of  1963  to  provide  that  appropria¬ 
tions  for  making  academic  facility  loans  would  now  be  payable  into 
the  fund  to  be  established  by  subsection  (b)  of  this  section 

Subsection  (b)  would  add  a  new  section  305  to  the  Higher  Educa¬ 
tion  Facilities  Act  of  1963  establishing  a  separate  revolving  fund  for 
higher  education  academic  facilities  loans,  available  without  hscal  year 
limitation.  The  total  of  new  loans  made  from  the  fund  in  any  hscal 
year  would  be  subject  to  limitations  specified  in  appropriation  acts. 
All  appropriations  available  for  academic  facilities  loans  and  all  re¬ 
ceipts  from  operations  and  from  participation  sales  would  be  deposited 
in  the  fund.  All  loans,  expenses,  and  payments  would  be  paid  from 
the  fund,  including  expenses  and  payments  to  the  Federal  National 
Mortgage  Association  in  connection  with  the  sale  of  participations. 
The  Commissioner  would  be  required  to  pay  from  the  fund  into  the 
Treasury  interest  on  the  net  amount  of  appropriations  used  by  the 

fund. 

Section  5.  Farmers  Home  Administration  direct  loan  account  provisions 
Section  5  would  amend  section  338(c)  of  the  Consolidated  Farmers 
Home  Administration  Act  of  1961  to  transfer  to  the  direct  loan  account 
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watershed  protection  and  flood  prevention  loans,  rural  renewal  loans, 
and  resource  conservation  and  development  loans  not  now  financed 
through  revolving  funds.  The  intent  is  to  include  among  the  loans 
eligible  for  pooling  under  section  2  all  loans  made  by  the  Farmers 
Home  Administration  (including  not  only  those  in  the  direct  loan 
account,  but  also  those  in  the  emergency  credit  revolving  fund,  rural 
housing  direct  loan  account,  agricultural  credit  insurance  fund,  and 
the  rural  housing  insurance  fund). 

Section  6.  Preservation  of  existing  Veterans’  Administration  authority 
Section  6  would  make  clear  that  nothing  contained  in  this  bill  should 
be  construed  to  repeal  or  modify  the  existing  authority  of  the  Adminis¬ 
trator  of  Veterans’  Affairs  to  enter  into  trust  arrangements  comparable 
to  those  contemplated  by  this  bill.  The  intent  of  this  section  would 
be  to  authorize  the  Administrator  of  Veterans’  Affairs  to  enter  into 
trust  arrangements  either  under  the  provisions  of  this  bill,  or  under 
the  provisions  of  section  1820(e)  of  title  38,  United  States  Code. 
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[Treasury  Department  release,  April  20,  1966] 

Treasury  Department, 
Washington,  D.C.,  April  20,  1966. 

President  Proposes  Asset  Sales  Legislation 

President  Johnson  today  sent  to  the  Congress  legislation  designed  to  further  the 
substitution  of  private  for  public  credit  in  Federal  programs.  The  proposed  legis- 
lation — the  Participation  Sales  Act  of  1966 — would  authorize  the  extension  of  the 
technique  of  “pooling”  loans  and  then  offering  shares,  or  participations,  for  sale 
on  the  private  market. 

This  technique,  now  used  by  the  Veterans’  Administration,  the  Export-import 
Bank,  and  the  Federal  National  Mortgage  Association  would,  under  the  proposed 
legislation,  be  extended  to  other  lending  programs  such  as  college  housing,  public 
facilities  loans,  and  programs  of  the  Office  of  Education,  the  Farmers  Home  Ad¬ 
ministration,  and  the  Small  Business  Administration. 

The  pooling  of  credits  and  sales  of  participations  in  the  pools  would  be  handled 
by  the  Federal  National  Mortgage  Association,  which  has  had  extensive  experi¬ 
ence  in  this  area.  .  ..  f 

This  legislation  represents  another  step  forward  in  the  time-tested  policy  or 
substituting  private  for  public  credit  wherever  possible.  This  policy  not  only 
makes  maximum  effective  use  of  the  funds  available  to  finance  Federal  credit  pro¬ 
grams,  but  also  helps  to  substantially  reduce  budget  expenditures  for  such  pro¬ 
grams.  In  fiscal  1967,  an  estimated  $4.7  billion  in  direct  Federal  loans,  will  be 
sold  on  the  private  market — of  which  more  than  $4  billion  will  represent  participa¬ 
tion  sales.  Without  the  proposed  legislation,  it  is  estimated  that  the  sale  of  assets 
in  fiscal  1967  would  fall  substantially  short  of  the  $4.7  billion  goal. 

Attached  are  summaries  of  various  aspects  of  the  proposed  legislation. 


I.  the  role  of  private  lenders  in  federal  credit  programs 

The  proposed  Participation  Sales  Act  would  enable  various  Federal  credit 
programs  to  be  financed  by  a  technique  which  several  agencies  have  used  success¬ 
fully  in  recent  years.  It  would  provide  greater  private  lender  participation  in 
their  loan  programs  and  avoid  locking  up  budget  dollars  in  a  bulging  portfolio  of 

direct  Federal  loans.  ,  , 

Encouraging  the  flow  of  private  credit  into  Federal  lending  programs  has  been 
an  important  objective  of  the  Congress  and  successive  administrations  for  over  a 
decade.  It  was  endorsed  by  the  Commission  on  Money  and  Credit  in  1961  and 
President  Kennedy’s  Committee  on  Federal  Credit  Programs  in  1963.  bince  the 
mi d- 19 50’ s,  continuing  efforts  have  been  made  to  develop  programs  of  Govern¬ 
ment  guarantees  and  insurance  of  private  loans — rather  than  direct  .federal 
loans — and  also  to  improve  techniques  for  releasing  Federal  funds  through  the 
sale  of  Federal  loan  paper  to  private  lenders. 

The  participation  technique— that  is,  grouping  loans  in  pools  and  selling  par¬ 
ticipations  or  shares  in  the  pool  rather  than  selling  the  underlying  loans  directly 
is  a  natural  development  in  the  financing  of  Federal  credit  programs.  In  major 
loan  programs  in  the  past,  the  Government’s  essential  function  has  been  to  under¬ 
write  the  credit  risk  and  thus  facilitate  the  flow  of  funds  from  large  investors  to 
small  borrowers  who  do  not  have  ready  access  to  capital  markets.  The  sale  ot 
participation  certificates  backed  by  the  Government  makes  it  feasible  to  obtain 
funds  from  private  investors  on  a  sizable  scale  for  programs  in  which  the  ultimate 
borrower’s  name  and  credit  standing  are  not  well  known.  The  Federal  Govern¬ 
ment  acts  as  an  intermediary,  much  like  a  mortgage  banker,  between  the  borrower 
and  the  private  capital  market.  .  ,  ,  inn  ,, 

In  practically  all  Federal  credit  programs,  of  which  there  are  about  1UU,  the 
Government  assumes  all  or  most  of  the  credit  risk.  The  reason  these  programs 
exist  is  that  private  lenders  are  either  unwilling  or  unable  to  assume  the  loan  risks 
on  the  credit  terms  and  conditions  necessary  to  meet  the  objectives  established 
by  the  Congress  for  the  programs.  The  Federal  Government,  by  assuming  the 
loan  risk,  stimulates  the  flow  of  funds  from  private  investors  to  communities, 
organizations,  and  individuals.  Assumption  of  the  risk  is  essentially  the  same 

regardless  whether:  .  .  , 

The  Government  insures  a  Federal  Housing  Administration  loan  made 
by  a  mortgage  banker,  who  then  sells  the  loan  paper  to  a  large  investor  ;  or 
The  Government  sells  to  large  investors,  on  a  guaranteed  basis,  a  million- 
dollar  package  of  small  loans  made  and  serviced  by  the  Farmers  Home 
Administration;  or 
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The  Government  insures  a  multimillion-dollar  ship  mortgage  under  the 
Merchant  Marine  Act  of  1936  which  is  ultimately  financed  through  the  sale 
of  federally  backed  bonds;  or 

The  Government  makes  the  loans  directly  and  then  sells  guaranteed 
participation  certificates  under  the  proposed  legislation. 

All  of  these  techniques,  including  the  last,  to  a  limited  extent,  are  in  use  in 
Federal  credit  programs  today  to  reduce  the  reliance  of  those  programs  on  Federal 
funds  and  draw  more  on  private  capital. 

The  Participation  Sales  Act  of  1966  is  a  logical  extension  of  policies  and  practices 
developed  in  the  past.  It  is  a  natural  evolution  in  the  development  of  more 
efficient  financing  techniques.  These  techniques  strengthen  the  private  market 
in  its  ability  to  support  the  credit  programs  which  our  society  and  economy  need. 

II.  HOW  THE  PARTICIPATION  SALES  ACT  WOULD  WORK 

The  participation  sales  technique  provides  an  efficient,  flexible,  and  controlled 
method  of  financing  Federal  lending  programs. 

This  has  already  been  demonstrated  by  the  sale  of  approximately  $1.6  billion  in 
participation  certificates  by  the  Federal  National  Mortgage  Association  under 
authority  granted  in  the  1964  and  1965  Housing  Acts. 

The  procedures  under  the  proposed  legislation  would  be  substantially  the  same 
as  those  which  have  been  followed  in  recent  sales  of  participations  in  Veterans’ 
Administration  and  Federal  Housing  Administration  mortgages. 

The  major  difference  would  be  the  requirement  of  prior  authorization  in  an  ap¬ 
propriation  act,  which  would  be  a  condition  for  the  inclusion  of  relatively  low 
interest  rate  loans  in  a  participation  pool. 

Each  lending  agency  would  be  authorized  to  enter  into  a  trust  agreement  with 
Federal  National  Mortgage  Association,  under  which  it  would — 

Set  aside  on  its  books  certain  of  its  loans; 

Subject  them  to  a  trust;  and 

For  purposes  of  the  trust,  guarantee  payments  of  principal  and  interest  col¬ 
lections  on  the  loans. 

The  bill  would  permit  the  substitution  of  other  loans  in  the  event  of  default  or 
likely  default  on  any  of  the  loans  subjected  to  the  trust  agreement.  In  addition, 
the  lending  agency  would  be  authorized  to  guarantee  the  loans  subject  to  trust. 
It  would  fulfill  the  guarantees,  if  necessary,  by  using  any  appropriated  funds  or 
other  funds  available  for  the  general  purposes  of  the  programs  to  which  the  en¬ 
trusted  loans  were  related. 

As  it  has  already  done  for  Veterans’  Administration  and  Federal  Housing 
Administration  mortgage  loans,  FNMA,  in  its  role  as  trustee,  would  issue  and 
sell  participations,  either  through  an  underwriting  group  or  other  suitable  means. 
The  participations  would  be  based  on  the  pooled  obligations  and  on  the  right 
to  receive  principal  and  interest  collections  from  those  obligations. 

FNMA  would  also,  in  its  corporate  capacity,  guarantee  all  payments  due  on 
the  participation  certificates.  For  the  purpose  of  making  timely  debt  service 
payments,  FNMA  would  be  authorized  to  borrow  from  the  Treasury  under  the 
procedures  provided  in  the  Federal  National  Mortgage  Association  Charter  Act 
(subsec.  (d)  of  sec.  306). 

Because  of  the  right  of  substitution  and  the  lending  agency  guarantee,  it  is 
not  anticipated  that  either  the  FNMA  guarantee  or  the  Treasury  borrowing 
authority  would  be  utilized.  Further,  FNMA  could  not  draw  on  the  Treasury 
in  any  way  to  increase  its  programs  or  those  of  participating  agencies. 

The  purpose  of  the  FNMA  guarantee  and  drawing  authority  would  be  to 
provide  additional  safeguards  which  would  help  to  assure  the  most  favorable 
market  reception  for  the  participation  certificates  and  hold  down  the  interest 
rates  at  which  they  could  be  sold. 

Proceeds  from  the  sale  of  participation  certificates  would  become  available  for 
new  loans  only  to  the  extent  that  existing  law  authorizes  such  new  loans. 

The  act  would  require  that  pooled  loans  generate  sufficient  income  to  meet 
the  payments  due  on  the  participation  certificates.  The  only  exception  would 
occur  when  an  agency  was  authorized,  in  an  appropriation  act,  to  include  obliga¬ 
tions  bearing  submarket  interest  rates.  In  that  event,  an  appropriation  would 
be  established  on  the  books  of  the  Treasury  sufficient  to  enable  the  lending  agency 
to  pay  to  Federal  National  Mortgage  Association,  as  trustee,  the  amount  of  the 
deficiency. 

While  title  to  the  pooled  loans  would  pass  to  Federal  National  Mortgage 
Association  in  trust,  the  lending  agency  would  continue  to  maintain  custody  and 
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service  of  the  loans.  Borrower  payments  on  the  pooled  loans  would  be  paid 
periodically  to  Federal  National  Mortgage  Association,  to  be  applied  toward 
payments  becoming  due  on  the  participation  certificates. 

Any  collection  receipts  in  excess  of  the  amounts  needed  to  assure  payment  on 
the  participation  certificates  would  be  returned  to  the  lending  agency  after  deduc¬ 
tion  of  Federal  National  Mortgage’s  handling  cost.  Any  additional  expenses 
would  be  paid  by  the  lending  agency  from  appropriated  funds  or  other  available 
amounts  related  to  the  programs  from  which  the  pooled  loans  were  drawn. 

The  participation  certificates  would  be  freely  transferable.  They  would  be 
lawful  investments  and  could  be  accepted  as  security  for  all  trust,  fiduciary,  and 
public  funds  of  which  the  investment  or  deposit  is  under  the  authority  and  control 
of  the  United  States  or  any  of  its  officers.  . 

National  banks  would  be  authorized  to  deal  in  the  participation  certin cates 
and  also  to  purchase  them  for  their  own  account.  The  participation  certificates 
would  be  eligible  as  collateral  for  Treasury  tax  and  loan  accounts. 

The  bill  also  provides  for  the  withdrawal  of  loans  from  pools  and  the  substitu¬ 
tion  of  other  loans  in  case  of  liquidation  of  assets  because  of  prepayments  or 
defaults,  and  in  order  to  release  assets  for  direct  sales. 


III.  PARTICIPATION  SALES  ACT  OF  1966  AND  FEDERAL  FINANCIAL  MANAGEMENT 

A  primary  objective  of  the  Participation  Sales  Act  of  1966  is  to  provide  for 
more  orderly  and  economic  marketing  of  Federal  financial  assets  to  the  private 

investment  sector.  .  ,  if 

The  bill  provides  for  the  orderly  sale  of  participation  certificates  in  pools  ol 
loans  originated  by  various  Federal  credit  agencies.  The  sales  would  be  accom¬ 
plished  through  the  already  established  and  proven  facilities  of  the  Federal  Na¬ 
tional  Mortgage  Association,  serving  as  trustee. 

FNMA  has  already  conducted  a  number  of  successful  participation  sales  under 
the  authority  contained  in  the  Housing  Acts  of  1964  and  1965.  It  has  excellent 
relationships  in  financial  markets. 

It  would  be  needless  duplication  of  effort  to  develop  this  kind  of  experience, 
staffing,  and  competence  in  other  Federal  agencies.  It  would  be  costly  to  pay 
the  premium  necessary — in  terms  of  higher  interest  charges  while  these  agencies 

gained  thorough  acceptance  in  financial  markets. 

The  sale  of  participation  certificates  through  FNMA  would  also  assure  the 
essential  coordination  of  asset  sales  by  different  agencies.  Agencies  marketing 
their  own  assets  run  the  risk  of  interfering  with  similar  efforts  on  the  part  of  sister 
agencies.  All  are  marketing  an  essentially  similar  product — an  obligation  backed 
by  the  Federal  Government.  .  A  .  ,  , 

Coordinated  offerings  through  FNMA  would  mean  that  market  offerings  could 
be  timed  and  adapted  in  other  respects  to  minimize  interest  cost,  maximize  mar¬ 
ketability,  and,  in  general,  gain  the  greatest  benefit  from  this  technique  for  draw¬ 
ing  private  investment  funds  into  Federal  credit  programs.  .... 

The  bill  would  also  assure  the  most  effective  coordination  of  participation  sales 
operations  with  the  Treasury’s  debt  management  operations. 

The  Treasury  has  long-established  and  excellent  working  relations  with  1  N  MA 
in  coordinating  market  operations  with  overall  debt  management  policy.  Al¬ 
though  similar  arrangements  have  been  and  could  be  established  with  other 
agencies,  the  coordinating  job  would  become  increasingly  complex  and  would 
require  unnecessary  staffing  and  other  administrative  costs. 

The  problems  of  scheduling  a  large  number  of  separate  agency  issues  to  avoid 
market  congestion  and  to  minimize  the  cost  to  the  Government  would  be  both 
formidable  and  unnecessary.  Difficulties  in  timing  and  coordination  would  be 
compounded  during  periods  of  rapidly  changing  market  conditions,  leading  to 
possible  disruption  of  needed  credit  programs.  .  ,  .  .  e 

The  participation  instrument  itself,  as  compared  with  the  outright  sale  ot 
Federal  loans,  provides  significant  additional  marketing  flexibility.  1  bus  it 
would  insure  that  Federal  agency  assets  would  be  more  readily  salable  at  mini¬ 
mum  interest  rates.  ,  , 

The  participation  technique,  in  effect,  converts  obligations  of  relatively  narrow 
market  acceptability  into  obligations  of  broad  marketability  which  are  attractive 
to  a  wide  variety  of  purchasers — banks,  insurance  companies,  pension  funds,  and 
other  institutional  investors.  Since  the  FNMA  participations  have  already 
gained  broad  acceptance  in  the  market,  it  makes  sense  to  build  on  T  N  MA  s 

pxTipnpnpp 

Since  the  Government  bears  the  risk  in  these  credit  programs,  it  should  not 
have  to  pay  premium  interest  rates  to  private  investors  merely  because  of  super- 
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ficial  differences  among  various  Federal  agency  operations  or  because  of  market 
unfamiliarity  with  the  value  of  the  underlying  guarantee. 

The  Participation  Sales  Act  of  1966  is  a  recognition  of  and  response  to  the  growing 
size  and  compelxity  of  Federal  credit  program  financing  operations  and  the  need 
for  coordinating  those  operations  with  the  overall  financial  activities  of  the 
Federal  Government. 

IV.  THE  COST  OF  THE  PARTICIPATION  SALES  PROGRAM 

As  with  all  investments  competing  for  available  funds  in  the  private  capital 
market,  the  rates  required  for  participation  sales  will  fluctuate  from  time  to 
time  in  accordance  with  changing  capital  market  conditions. 

The  most  recent  sale  of  FNMA  participations — an  issue  of  $410  million — was 
sold  to  the  public  at  rates  ranging  from  h]/i  to  percent,  depending  upon  the 
maturities  involved.  These  rates,  due  to  the  tighter  money  market  situation 
prevailing  at  the  time  of  sale,  were  higher  than  in  previous  participation  sales. 
Rates  on  participation  sales  have  been  as  low  as  4.10  percent,  in  October  1964. 

The  important  point  is  that,  in  terms  of  prevailing  market  conditions,  offerings 
of  participation  certificates  generally  have  been  well  received  by  investors. 

Compared  with  alternative  means  for  selling  assets,  FNMA  participation 
sales  have  attracted  a  wide  variety  of  purchasers,  including  pension  funds,  insur¬ 
ance  companies,  commercial  and  mutual  savings  banks,  and  other  institutional 
investors. 

The  inherent  flexibility  in  the  participation  sales  technique  makes  it  possible 
to  tailor  the  issues  to  market  demands  to  a  greater  extent  than  would  be  possible 
with  direct  loan  sales  by  agencies.  Moreover,  the  widespread  appeal  of  the 
participation  certificates  permits  tapping  the  most  readily  available  funds  in  the 
capital  market  at  the  lowest  possible  rates. 

Clearly,  direct  sales  of  Federal  financial  assets  would  generally  involve  much 
higher  interest  rates  than  would  sales  of  participation  certificates  of  the  type 
authorized  in  the  proposed  act. 

Participation  certificates  carry  somewhat  higher  rates  than  Treasury  obliga¬ 
tions  of  comparable  maturity.  But  this  is  a  small  price  for  the  advantage  of 
attracting  private  investors  to  Federal  credit  programs,  and  avoiding  the  large 
budgetary  drain  that  would  result  if  means  were  not  developed  to  move  Federal 
financial  assets  back  into  the  private  sector. 

With  the  security  provided  through  the  substitution  provisions,  agency  guar¬ 
antees,  the  FNMA  guarantee,  and  the  FNMA  borrowing  authority  from  Treasury, 
rates  on  participation  certificates  are  close  to  the  most  favorable  rates  that  can 
be  obtained  in  the  market.  The  rates  are  expected  to  move  even  closer  to  the 
rates  on  direct  Treasury  obligations  as  the  program  increases  in  volume,  as 
greater  market  familiarity  is  achieved,  and  as  secondary  trading  develops. 

V.  MAINTENANCE  OF  CONGRESSIONAL  CONTROL 

The  Participation  Sales  Act  of  1966  would  maintain  existing  congressional  con¬ 
trols  over  Federal  credit  program  activities. 

Two  broad  controls  are  included  in  the  act.  First,  authority  to  use  funds  from 
the  sale  of  participations  in  order  to  make  new  loans  would  be  limited. 

The  funds  could  be  used  to  make  new  loans  only  to  the  extent  that  the  agencies 
involved  are  already  authorized  by  the  Congress  to  make  such  new  loans;  that  is, 
the  bill  provides  that  the  proceeds  from  the  sale  of  participations  must  be  dealt 
with  as  existing  law  requires  for  proceeds  from  sales  or  repayments  of  the  loans. 

Second,  in  the  case  of  loans  carrying  relatively  low  interest  rates,  an  added 
measure  of  congressional  review  is  provided.  An  appropriation  act  would  be 
required  to  make  up  any  prospective  deficiency  between  earnings  on  the  loan 
portfolio  and  requirements  for  servicing  the  participation  certificates. 

The  manner  in  which  congressional  control  would  be  maintained  or  strengthened 
under  the  proposed  legislation  is  best  illustrated  by  reviewing  certain  specific  areas 
which  would  be  included  under  the  asset  sales  program  in  fiscal  1967. 

(1)  The  Small  Business  Administration  is  subject  to  an  overall  limitation  on  the 
amount  of  loans  which  it  may  have  outstanding  at  any  time.  Recently,  in 
testifying  on  a  bill  that  would  enable  SBA  to  set  up  pools  of  loans  and  sell  certifi¬ 
cates  of  participation  in  those  pools  through  FNMA,  Mr.  Ross  Davis,  Acting 
Administrator  of  SBA,  stated  that  all  loans  subjected  to  the  pool  would  continue 
to  count  against  the  agency’s  maximum  authorization. 

As  stated  by  Mr.  Davis:  “SBA  loans  placed  in  the  participations  pool  would 
continue  to  count  against  these  program  limits  until  repaid.  Accordingly,  any 
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funds  raised  by  SBA  through  participation  sales  could  not  be  utilized  for  additional 
loans  except  as  permitted  by  these  statutory  authorization  limits,  which  can  only 
be  raised  by  congressional  action.  The  Congress  and  the  Banking  and  Currency 
Committees  would  by  this  means  continue  to  fully  control  the  growth  of  SBA 
lending  programs.” 

(2)  The  Community  Facilities  Administration  in  the  Department  of  Housing 
and  Urban  Development  administers  two  loan  programs  which  would  be  affected 
by  the  participation  sales  legislation:  the  college  housing  loan  program  and  the 
public  facilities  loan  program. 

With  regard  to  the  college  housing  loan  program,  the  Housing  Act  of  1965  had 
the  effect  of  establishing  a  maximum  3  percent  lending  rate  in  this  program.  This 
is  substantially  below  market  interest  rates  now  prevailing  for  any  type  of  security 
on  which  income  is  subject  to  Federal  tax.  (And  it  may  be  noted  that  income 
from  participation  certificates  to  be  issued  under  the  legislation  would  be  subject 
to  Federal  tax,  whatever  the  nature  of  the  underlying  obligations.)  Consequently, 
under  current  market  conditions,  the  inclusion  of  college  housing  loans  in  partici¬ 
pation  pools  would  require  specific  authorization  in  an  appropriations  act,  since 
the  bill  provides  that  no  pool  may  be  established  unless  there  is  a  reasonable  prob¬ 
ability  that  interest  receipts  will  cover  the  servicing  of  participation  certificates, 
or  unless  the  amount  of  certificates  to  be  issued  is  authorized  in  advance  by  an 
appropriation  act  of  Congress  to  make  up  the  difference  between  interest  cost  and 
m  earnings. 

Congressional  control  over  the  public  facilities  loan  program  would  operate  in 
the  same  manner,  since  the  lending  rates  under  this  program  are  also  relatively 
low.  At  current  market  rates,  an  appropriation  act  of  the  Congress  would  be 
needed  to  be  able  to  set  up  a  pool  of  these  loans  and  sell  participation  certificates 
in  them. 

(3)  The  Office  of  Education  academic  facilities  loan  program  would  be  put 
on  a  revolving  fund  basis  by  the  proposed  bill.  The  bill  also  provides,  however, 
that  “the  total  of  any  loans  made  from  the  fund  in  any  fiscal  year  shall  not  exceed 
limitations  specified  in  appropriation  acts.”  Consequently,  the  Congress  would 
retain  control  of  new  loan  activity,  even  though  the  program  was  shifted  to  a 
revolving  fund  basis. 

(•4)  The  Farmers  Home  Administration  rural  housing  and  other  direct  loan 
programs  are  already  subject  to  the  same  limitations  on  new  loan  activity  as 
would  be  provided  by  the  bill  for  the  academic  facilities  loan  program. 

The  bill  would  also  extend  the  limitation  to  loans  under  section  8  of  the  Water¬ 
shed  Protection  and  Flood  Prevention  Act,  as  amended,  and  section  32(e)  of 
the  Bhnkhead-Jones  Farm  Tenant  Act,  in  amounts,  “not  to  exceed  any  existing 
appropriation  or  authorization  limitations  and  in  such  further  amounts  as  the 
Congress  from  time  to  time  determines  in  appropriations  Acts.”  The  limitation 
in  the  rural  housing  direct  loan  account  is  substantially  the  same;  this  is,  “The 
Account  shall  remain  available  *  *  *  for  direct  loans  and  related  advances  *  *  * 
in  such  amounts  as  are  now  authorized  by  law  and  in  such  further  amounts 
as  shall  be  authorized  in  appropriations  Acts.” 

The  Chairman.  This  legislation,  if  enacted,  would  provide  for  the 
extension  of  the  technique  of  “pooling”  Federal  loans  and  then  offering 
shares,  or  participations,  in  such  pools  for  sale  on  the  private  market. 

Contrary  to  the  impression  that  some  would  like  to  leave,  this  is 
not  a  new  idea  or  technique.  It  is  a  technique  that  has  been  proposed 
by  such  outstanding  groups  as  the  1958  Commission  on  Money  and 
Credit.  It  is  a  technique  that  has  been  used  by  previous  adminis¬ 
trations.  It  is  a  technique  which  has  been  in  the  Export-Import 
Bank  statutes  since  1945  and  which  the  Eximbank  has  utilized.  It 
is  a  technique  incorporated  in  the  Federal  National  Mortgage  Asso¬ 
ciation  under  authority  granted  in  both  the  1964  and  1965  Housing 
.A.cts 

To  date,  FNMA  has  demonstrated  the  effectiveness  of  this  tech¬ 
nique  by  the  sale  of  approximately  $1.6  billion  in  participation  cer¬ 
tificates  under  its  authority  granted  in  the  1964-65  Housing  Acts. 
Likewise  the  Export-Import  Bank  has  recently  sold  participations 
in  a  pool  made  up  of  Eximbank  loans. 
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Contrary  to  these  emotional  smokescreens,  the  bill  in  fact  is  not 
substantive  in  nature  but  merely  procedural. 

The  legislation  sets  forth  an  orderly  procedure  whereby  private 
firms  and  individuals  can  and  will  participate  in  financing  programs 
which  have  been  initiated  by  the  Federal  Government.  It  is  a  pro¬ 
gram  which  will  make  maximum  effective  use  of  the  funds  available 
to  finance  continuing  and  new  Federal  credit  programs  and  at  the 
same  time  allow,  where  possible,  existing  Federal  programs  to  be 
financed  through  this  participation  pool  technique  by  the  private 
market. 

This  morning  our  witnesses  will  be  Under  Secretary  of  the  Treasury, 
the  Honorable  Joseph  A.  Barr,  and  following  him,  the  Director  of  the 
Bureau  of  the  Budget  Charles  Schultze. 

Due  to  the  fact  that  the  full  committee  is  meeting  and  to  make  sure 
that  everyone  has  a  chance  to  question  the  witnesses,  we  will  strictly 
observe  the  committee’s  5-minute  rule  on  the  first  go-round  of  ques¬ 
tioning. 

May  I  express  the  hope  that  we  stay  in  session  on  this  bill  today 
and  tomorrow,  if  necessary,  until  we  get  the  bill  passed  on.  The 
House  will  be  in  session  at  noon  for  a  short  time.  I  do  not  think  it 
will  be  long,  but  I  would  like  to  have  the  committee  come  back  if  we 
do  not  get  back  by  noon,  and  it  does  not  look  too  good  that  we  will, 
we  should  come  after  the  House  has  recessed  in  the  afternoon  and 
stay  in  session  until  we  get  the  bill  passed  on  this  afternoon  if  we  can. 
If  not,  meet  tomorrow  morning  at  10  and  stay  until  such  time  as  is 
necessary.  I  am  expressing  that  as  a  hope. 

Mr.  Widnall? 

Mr.  Widnall.  The  home  mortgage  market  is  in  an  unprecedented 
state  of  turmoil  and  confusion.  This  proposal  would  promote  chaos 
in  that  market. 

Why  would  any  lender  buy  a  5%-percent  FHA  or  GI  mortgage 
and  assume  the  cost  or  have  to  pay  one-half  of  1  percent  for  the  serv¬ 
icing  of  such  mortgage,  when  he  can  buy  a  FNMA  participation  and 
obtain  a  rate  of  5)d>  percent? 

Inevitably,  one  of  two  things  will  happen.  Either  funds  will  be 
drawn  from  the  home  mortgage  market  or  discounts  will  increase  on 
FHA  and  GI  mortgages  and  other  home  mortgages  as  well.  This 
proposal  will  increase  the  costs  of  home  mortgage  financing. 

Under  this  administration  proposal,  the  Federal  National  Mort¬ 
gage  Association  (FNMA)  will  be  called  upon  to  raise  $2.8  billion  of 
funds  for  other  Government  lending  agency  programs.  That  will 
take  $2.8  billion  of  funds  out  of  the  private  capital  markets.  That  is 
$2.8  billion  of  new  competition  for  home  mortgage  financing.  The 
irony  of  the  proposal  is  that  FNMA,  which  is  a  home  mortgage  financ¬ 
ing  facility,  will  be  called  upon  to  commit  hari-kari  in  the  home 
mortgage  market. 

This  proposal  is  the  way  to  ever  higher  home  mortgage  financing 
costs.  That  is  the  public’s  participation  in  this  proposal. 

We  invite  our  good  friends  on  the  other  side  of  the  aisle  who  are 
opposed  to  increased  mortgage  financing  costs  to  join  with  us  in 
consigning  this  proposal  to  the  deep  freeze. 

The  Chairman.  All  right,  are  we  ready  to  proceed? 

Mr.  Talcott.  Mr.  Chairman. 

The  Chairman.  Mr.  Talcott? 
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Mr.  Talcott.  You  suggest  that  we  have  only  2  days  on  this  bill 
and  only  one  witness? 

The  Chairman.  We  have  two  witnesses  who  will  testify. 

Mr.  Talcott.  Who  are  the  other  witnesses? 

The  Chairman.  We  do  not  have  any  in  contemplation  other  than 
the  two  we  have.  Of  course,  we  will  have  to  do  this  according  to 
the  will  of  the  committee.  If  the  majority  says  it  wants  it  the  other 
way  we  will  do  it  that  way.  But  I  want  to  express  the  hope  that  we 
resolve  this  thing  before  we  conclude  tomorrow. 

Mr.  Talcott.  Mr.  Chairman,  may  I  suggest  a  little  hope  here,  too? 
This  is  a  very  important  bill.  I  only  saw  a  copy  of  it  after  10:15 
today.  I  came  over  here  early  so  I  could  read  it.  It  was  not  avail¬ 
able  to  me  when  I  came  over.  In  considering  a  bill  as  important  and 
far-reaching  as  this,  we  should  have  witnesses  from  industry  and  from 
some  of  the  other  agencies  of  the  Government,  such  as  FNMA. 
My  hope  and  plea  is  that  we  have  some  more  witnesses  and  ample 

time.  . 

The  Chairman.  The  gentleman  is  a  very  attentive  member  of  this 
committee  and  we  appreciate  that.  I  feel  sure  if  he  listens  to  these 
witnesses  he  will  know  the  whole  story  when  they  testify.  And  re¬ 
member,  this  is  an  old  subject,  it  is  not  a  new  subject,  although  it  is 
a  new  bill.  It  is  something  that  has  been  debated  since  1945.  It 
was  in  the  Export-Import  bill  in  1945.  How  many  years  is  that? 
That’s  21  years.  It  ought  to  be  of  age  by  this  time. 

Mr.  Talcott.  It  may  be  of  age.  But  it  is  difficult  to  imagine  how 
just  one  or  two  Government  witnesses  can  even  presume  to  represent 
industry.  We  certainly  should  have  some  industry  witnesses  here 
to  give  the  industry  view  of  this  bill,  it  seems  to  me. 

The  Chairman.  The  point  that  the  gentleman  brought  up,  we  will 
have  a  vote  on. 

Mr.  Brock.  Mr.  Chairman,  if  I  may  ask  a  question.  May  we 
ask  the  savings  and  loan  people  and  the  bankers  which  will  have  an 
enormous  impact  on  the  money  market? 

The  Chairman.  I  would  like  to  pass  on  that  after  these  two  wit¬ 
nesses  are  heard.  It  is  possible  that  after  the  gentleman  hears  the 
witnesses  he  will  be  convinced  and  not  wish  to  hear  anyone  else. 

Mr.  Brock.  I  would  like  to  be  sure  that  I  hear  all  sides.  I  do  not 
think  that  ever  hurts  anybody. 

The  Chairman.  Mr.  Barr. 

STATEMENT  OF  HON.  JOSEPH  W.  BARR,  UNDER  SECRETARY  OF 

THE  TREASURY 

Mr.  Barr.  Mr.  Chairman  and  members  of  the  committee,  I 
welcome  this  opportunity  to  be  with  you  today  to  support  prompt 
passage  of  the  Participation  Sales  Act  of  1966.  This  bill  is  designed 
to  provide  for  an  efficient  and  orderly  method  of  liquidating  financial 
assets  held  by  Federal  credit  agencies  and  to  promote  private  financing 
of  Federal  credit  programs. 

This  legislation  merely  provides  for  an  extension  of  a  technique 
that  has  been  carefully  tested  and  has  proved  its  value  to  the  Nation. 
There  is  nothing  essentially  new  or  unusual  in  what  we  are  proposing. 

Under  authority  provided  in  1964,  the  Federal  National  Mortgage 
Association,  as  trustee,  has  sold  $1.6  billion,  of  certificates  of  partici- 
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pation  in  pools  of  assets  set  aside  by  the  Veterans’  Administration,  and 
by  itself  under  its  special  assistance  and  management  and  liquidating 
functions.  The  Participation  Sales  Act  of  1966  would  broaden  and 
make  available  on  a  Government-wide  basis  this  same  authority  for 
the  sale  of  participations  in  pools  of  financial  assets  owned  by  Federal 
credit  agencies. 

The  objective  of  this  bill  is  to  limit  and  to  reduce  the  Government’s 
portfolio  of  direct  loans  by  substituting  private  for  public  credit. 
We  cannot  justify  immobilizing  the  dollars  of  the  taxpayer  by  holding 
larger  and  larger  amounts  of  loans  when  the  private  credit  markets 
can  and  want  to  participate  with  us  in  our  credit  programs. 

In  1961,  our  loan  portfolio  stood  at  $25.1  billion.  By  June  30, 
1965,  it  had  increased  to  $33.1  billion.  The  program  of  asset  sales 
in  which  we  have  engaged  during  fiscal  year  1966  and  the  program 
that  is  proposed  in  the  President’s  budget  message  for  fiscal  year 
1967,  will  reduce  this  total  to  $31.5  billion  on  June  30,  1967.  Without 
the  fiscal  year  1966  action  and  the  program  proposed  in  the  budget, 
the  portfolio  total  would  be  about  $39  billion  on  June  30,  1967.  This 
is  clearly  an  unacceptable  level. 

The  substitution  of  private  for  public  credit  has  been  a  continuing 
objective  of  the  Congress  and  successive  administrations  for  more  than 
a  decade.  It  is  a  recurring  theme  in  President  Eisenhower’s  budget 
messages  in  1954,  1955,  1956,  and  1958.  Encouraging  the  flow  of 
private  credit  was  strongly  supported  in  the  1961  report  of  the  Com¬ 
mission  on  Money  and  Credit  and  in  the  1964  report  of  President 
Kennedy’s  Committee  on  Federal  Credit  Programs.  Further,  ex¬ 
pansion  of  the  asset  sales  program  was  urged  in  1963  in  a  minority 
report  of  the  House  Ways  and  Means  Committee  on  H.R.  6009  (to 
provide  temporary  increases  in  the  public  debt  limit). 

I  quote  from  the  minority  report: 

The  administration  also  can  always  reduce  its  borrowing  requirements  by  addi¬ 
tional  sales  of  marketable  Government  assets  *  *  *.  For  example,  when  the 
Secretary  of  the  Treasury  was  before  the  committee  on  February  27,  we  suggested 
that  it  was  incumbent  upon  the  administration  to  show  good  faith  before  coming 
to  the  Congress  for  an  additional  increase  in  borrowing  authority.  We  pointed 
out  that  the  Government  held  about  $30  billion  in  loans,  many  of  which  were 
readily  marketable.  In  fact,  there  was  a  very  good  market  for  many  of  these 
loans.  Instead  of  increasing  its  offering  of  these  loans  to  private  lenders,  the 
administration  was  then  acting  on  the  supposition  that  the  Congress  would  auto¬ 
matically  accede  to  a  request  for  an  increase  in  its  borrowing  authority  *  *  *. 
Our  refusal  to  grant  the  administration’s  request  last  February  produced  results. 
In  the  interim  of  less  than  2  months  the  administration  found  that  it  could  increase 
revenues  from  the  sale  of  loans  by  an  additional  $1  billion  for  fiscal  1963.  Now, 
the  administration  estimates  that  it  will  realize  $2,082  billion — as  contrasted  with 
an  original  estimate  of  only  $0,929  billion  less  than  2  months  ago. 

This  was  the  report  of  the  minority  of  the  Ways  and  Means  Com¬ 
mittee  in  1963. 

Let  me  outline  the  procedure  which  would  be  followed  under  the 
bill,  including  the  effect  of  the  provision  bearing  on  the  sale  of  assets 
carrying  interest  rates  below  those  prevailing  in  current  markets. 

(1)  Each  lending  agency  would  be  authorized  to  enter  into  a  trust 
agreement  with  FNMA  under  which  it  would  set  aside  on  its  books 
certain  of  its  loans,  subject  them  to  a  trust  and,  for  purposes  of  the 
trust,  guarantee  the  loans,  including  timely  payments  of  principal 
and  interest.  The  bill  would  permit  the  substitution  of  other  loans 
m  the  event  of  default  or  likely  default  on  any  of  the  loans  subjected 
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to  the  trust  agreement.  In  fulfilling  its  guarantee,  the  lending  agency 
would  be  authorized  to  use  any  appropriated  funds  or  other  funds 
available  for  the  general  purposes  of  programs  to  which  the  obligations 
subject  to  trust  are  related. 

(2)  FNMA  would,  as  it  has  already  done  as  trustee  for  VA  and 
FHA  mortgage  loans,  issue  and  sell  participations  based  on  such 
pooled  obligations  and  on  the  right  to  receive  principal  and  interest 
collections  from  those  obligations.  FNMA  would  also,  in  its  cor¬ 
porate  capacity,  guarantee  all  payments  due  on  the  participation 
certificates  sold.  For  the  purpose  of  making  timely  debt  service 
payments,  FNMA  would  be  authorized  to  borrow  from  the  Treasury 
under  the  procedures  provided  in  subsection  (d)  of  section  306  of 
the  Federal  National  Mortgage  Association  Charter  Act. 

(3)  Because  of  the  right  of  substitution  and  the  lending  agency 
guarantee,  it  would  not  be  anticipated  that  either  the  FNMA  guaran¬ 
tee  or  the  Treasury  borrowing  authority  would  have  to  be  used.  These 
additional  safeguards,  however,  would  help  to  assure  the  most  favor¬ 
able  market  reception  for  the  participation  certificates  and  minimize 
the  interest  rates  at  which  they  could  be  sold. 

(4)  Proceeds  of  the  participation  certificates  sold  would  be  paid 
over  to  the  lending  agency.  They  would  become  available  for  new  loans 
only  to  the  extent  that  repayments  of  the  underlying  obligations  can 
be  used  for  new  loans  under  existing  law  and  congressional  controls. 

(5)  The  loans  pooled  by  the  lending  agency  would  have  to  be  of 
such  amounts,  interest  rate,  and  maturities  as  to  insure  principal  and 
interest  collections  sufficient  to  meet  the  payments  due  on  the  par¬ 
ticipation  certificates.  The  only  exception  would  occur  when  an 
agency  was  previously  authorized,  in  an  appropriation  act  of  the 
Congress,  to  include  obligations  bearing  submarket  interest  rates. 
In  that  event,  an  appropriation  would  be  established  on  the  books  of 
the  Treasury  sufficient  to  enable  the  lending  agency  to  pay  FNMA, 
as  trustee,  the  amount  of  any  deficiency.  This  is  an  important 
provision  of  this  legislation  which  will  insure  that  the  Congress  will 
maintain  effective  control  over  these  programs. 

(6)  While  title  to  the  pooled  loans  would  pass  to  FNMA  in  trust, 
the  lending  agency  would  continue  to  maintain  custody  and  service 
of  the  loans.  I  want  to  make  clear  at  this  point  that  the  lending 
agency  would  maintain  complete  administrative  control  over  its 
programs. 

(7)  Borrower  payments  on  the  pooled  loans  would  be  paid  to  the 
lending  agency  and  then  turned  over  to  FNMA  to  be  applied  toward 
payments  becoming  due  on  the  participation  certificates.  Any  col¬ 
lection  receipts  in  excess  of  the  amounts  needed  to  assure  payment  on 
the  participation  certificates  would  be  returned  to  the  lending  agency, 
after  deduction  of  FNMA’s  costs.  Any  additional  expenses  would 
be  paid  by  the  lending  agency,  using  either  appropriated  funds  or 
other  amounts  available  for  the  purposes  or  programs  to  which  the 
obligations  subject  to  trust  were  related. 

The  sale  of  participation  certificates  through  FNMA  would  also 
assure  the  essential  coordination  of  asset  sales  by  different  agencies. 
It  would  not  make  sense  for  agencies  to  market  their  assets  in  a  way 
that  interfered  with  similar  efforts  on  the  part  of  sister  agencies.  All 
marketing  an  essentially  similar  product— an  obligation  backed  by 
the  Federal  Government. 
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Coordinated  offerings  through  FNMA  would  mean  that  market 
offerings  could  be  timed  and  adapted  in  other  respects  to  minimize 
interest  costs,  maximize  marketability,  and,  in  general,  gain  the 
greatest  benefit  from  this  technique  for  drawing  private  investment 
funds  into  Federal  credit  programs. 

The  bill  would  also  assure  the  most  effective  coordination  of  partic¬ 
ipation  sales  operations  with  the  Treasury’s  debt  management  opera¬ 
tions.  The  Treasury  has  long-established  excellent  working  rela¬ 
tions  with  FNMA  in  coordinating  market  operations  with  overall 
debt  management  policy. 

Although  similar  arrangements  have  been  and  could  be  established 
with  other  agencies,  the  coordinating  job  would  become  increasingly 
complex  and  would  require  unnecessary  staffing  and  other  adminis¬ 
trative  costs. 

The  problems  of  scheduling  a  large  number  of  separate  agency  issues 
to  avoid  market  congestion  and  to  minimize  the  cost  to  the  Govern¬ 
ment  would  be  both  formidable  and  unnecessary.  Difficulties  in 
timing  and  coordination  would  be  compounded  during  periods  of 
rapidly  changing  market  conditions,  leading  to  possible  disruptions  of 
needed  credit  programs. 

The  participation  sales  technique,  as  compared  with  the  outright 
sale  of  Federal  loans,  provides  significant  additional  marketing  flexi¬ 
bility  and  thus  assures  that  Federal  agency  assets  will  be  more  readily 
salable  and  at  lower  interest  rates. 

The  participation  technique,  in  effect,  converts  obligations  of  rela¬ 
tively  narrow  market  acceptability  into  obligations  of  broad  market¬ 
ability  which  are  attractive  to  a  wide  variety  of  purchasers:  banks, 
insurance  companies,  pension  funds,  and  other  institutional  investors. 

Since  the  FNMA  participation  instruments  have  already  gained 
broad  acceptance  in  the  market,  the  Government  should  capitalize 
on  this  proven  experience  and  avoid  the  “start-up”  costs  that  other 
agencies  would  encounter  if  they  approached  the  market  individually. 

This  bill  is  a  recognition  of  and  response  to  the  growing  size  and 
complexity  of  Federal  credit  program  financing  operations  and  the 
need  for  coordinating  these  operations  with  the  overall  financial 
activities  of  the  Federal  Government. 

Again,  I  want  to  endorse  this  legislation  and  urge  its  prompt 
enactment. 

Mr.  Chairman,  attached  to  my  statement  I  have  two  illustrations. 
One  illustrates  the  exact  procedure  that  would  be  followed  in  the  case 
of  an  agency  placing  in  the  FNMA  pool  a  direct  loan  which  carries 
approximately  a  market  rate  and  the  other  illustrates  the  case  of  an 
agency  placing  a  submarket  rate  loan  in  the  pool. 

One  illustration  is  SBA  and  the  other  is  college  housing. 

The  Chairman.  Would  you  like  to  enter  them  in  the  record? 

(The  information  referred  to  follows:) 

How  the  Participation  Sales  Act  Would  Work 

The  following  two  examples  are  illustrative  of  the  procedures  that  would  be 
followed  in  implementing  the  provisions  of  the  “Participation  Sales  Act  of  1966.” 
Example  No.  1,  the  SBA,  outlines  the  procedures  in  the  case  of  programs  in 
which  loans  are  made  at  market  rates.  Example  No.  2,  CFA  college  housing 
loans,  details  the  procedures  that  would  be  followed  in  the  case  of  a  program  with 
submarket  rates. 
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Example  1.  Small  Business  Administration 

The  Small  Business  Administration  would  enter  into  a  trust  agreement  with 
FNMA  under  which  SBA  would  set  aside  on  its  books  certain  of  its  business  loans. 
These  loans  would  be  in  such  amounts,  have  such  interest  rates  and  maturities 
so  as  to  assure  principal  and  interest  collections  sufficient  to  meet  the  payments 

due  on  these  participation  certificates.  ,,  QT.. 

These  loans  would  be  subjected  to  a  trust  and  would  be  guaranteed  by  bBA. 
To  fulfill  its  guarantee,  SBA  would  be  authorized  to  use  any  appropriated  funds 
or  other  funds  available  to  it  for  the  direct  loan  program  Following  past 
practices,  SBA  could  also  be  expected  to  set  aside  a  reserve  equal  to  10  percent  of 
the  principal  amount  of  the  loans  subject  to  trust.  In  addition,  SBA  would 
agree  to  substitute  good  loans  in  the  event  of  default  or  likely  default  on  any  of  the 

loans  subjected  to  the  trust  agreement. .  ,  ,  ,  _ ,  , 

FNMA  as  trustee  would  issue  and  sell  participations  based  on  such  pooled 
obligations  and  on  the  right  to  receive  principal  and  interest  collections  from  those 
obligations.  FNMA  in  its  corporate  capacity  would  also  guarantee  timely  pay¬ 
ment  of  principal  repayments  and  interest  due  on  the  participation  certificates, 
and  for  this  purpose  FNMA,  if  necessary,  would  be  able  to  borrow  from  Treas¬ 
ury  any  amounts  needed  under  the  procedures  provided  m  subsection  (d)  of 

section' 306  of  the  FNMA  Charter  Act.  .  „  ,  .  ,,  , 

Proceeds  of  the  participations  sold,  after  deduction  of  the  costs  of  the  trans¬ 
action  would  be  paid  over  to  SBA  and  become  available  for  new  loans  subject 
to  the  overall  loan  authorization  provided  by  the  Congress.  In  addition,  as 
Mr.  Ross  Davis  has  testified,  SBA  would  continue  to  count  against  the  loans 
outstanding  authorization  the  principal  amount  of  all  loans  placed  in  trust. 
Consequents,  SBA  would  not  be  enabled  to  increase  its  loams  outstanding  except 
to  theq  extent  the  Congress  has  already  provided  authorization  for  additional 
loans  or  provides  additional  authorizations  for  the  same  purpose  in  the  futuie. 

While  title  to  the  pooled  SBA  loans  would  pass  to  FNMA  m  trust,  SBA,  would 
continue  to  maintain  custody  and  service  of  the  loans.  Consequently,  ^  BA 
would  continue  to  maintain  complete  administrative  control  ov"  lts  P10T^^t 
In  accordance  with  the  trust  agreement,  SBA  would  pay  over  1 to  FNMA 
periodicals  repayments  of  principal  and  interest  on  the  pooled  loans.  Any 
collection  receipts  in  excess  of  the  amounts  needed  to  assure  the  payments  on 
the^jiarticipation  certificates  would  be  returned  to  ^A  after  deduction  of 
FNMA’s  costs,  and  any  additional  expenses  would  be  paid  by  SBA  from  app  o 
printed  funds  or  other  amounts  available  for  the  general  purposes  or  programs 
to  which  the  obligations  subject  to  the  trust  are  related. 

Example  2.  College  Housing  Loans,  Community  Facilities  Administration 

The  Community  Facilities  Administration  of  the  Department  of  Housing  and 
Urban  Development,  would  in  the  normal  appropriations  process  request  approval 
of  the  Congress  to  sell  an  amount  of  participations  m  the  CFA  loan  portfolio. 
The  Appropriations  Committees  would  be  free  to  approve  or  reject  the  request  or 
to  change  the  amount,  thus  maintaining  strict  control  over  the  amount  ot  funds 
which  would  be  made  available  to  CFA  for  new  college  housing  loans. 

If  the  Appropriations  Committees  approved  the  sale  of,  say,  $820  mi  lion,  tne 
amount  proposed  for  fiscal  1967,  of  participations  there  would  be  established  on 
the  books  of  the  Treasury  an  indefinite  appropriation  which  wouid  enable :  Cl  A 
to  pay  FNMA  the  interest  insufficiency  arising  from  the  difference  between  the 
rates  of  interest  on  loans  and  on  participation  certificates.  Obviously,  the  Con 
gress  would  be  provided  with  estimates  of  the  amount  of  anticipated  expenditu 
under  this  appropriation  but  the  exact  amounts  would,  of  course,  depend  upon 
market  rates  of  interest  at  the  specific  times  the  participation  certificates  presold 
This  indefinite  appropriation  would  cover  the  payments  thro^outthe  ^ ®  £ 
the  participation  certificates  sold  under  the  authorization.  It  would  r.ot  run  to 
additional  issues  of  participation  certificates  for  which  new  authorization  would 

rG  TheeCommunity  Facilities  Administration  or  the  Department^ 

Urban  Development  would  then  enter  into  a  trust  agreement  with 

which  Community  Facilities  Administration  would  set  aside  on  *ts  kooks  + 

of  its  loans,  all  of  which  presently  bear  interest  rates  significantly  below  current 

m  As  in  thlfsBA^xample,  CFA  would  subject  these  loans  to  a  trust,  and  guarantee 
the  loans,  and  undertake  to  substitute  good  loans  for  loans  which  default 

llkSirnilar<lyf  FNMA  would  as  trustee  issue  the  participations  and  m  its  corporate 
capacity  guarantee  the  timely  payment  of  principal  and  interest  on  the  participa- 


28 


PARTICIPATION  SALES  ACT  OF  1966 


tion  certificates,  again  with  the  support  of  its  borrowing  authority  from  Treasury. 

Proceeds  of  the  participation  certificates  sold  would  be  paid  over  to  CFA  and 
become  available  for  new  college  housing  loans  in  accordance  with  the  intent  of 
the  Congress  in  initially  providing  the  authority  to  sell  an  amount  of  participations. 

Again,  as  in  the  SB  A  case,  CFA  would  continue  to  maintain  custody  and  service 
of  the  loans  and  exercise  full  administrative  control  over  its  program. 

Since  the  pooled  loans  would  bear  interest  below  the  rate  at  which  the  partici¬ 
pation  certificates  could  be  sold  in  the  market,  from  time  to  time  CFA  would  also 
draw  on  the  indefinite  appropriation  authorized  at  the  time  the  participation  sale 
was  authorized  to  make  payments  to  FNMA  for  the  amount  of  the  interest 
insufficiency. 

Mr.  Talcott.  Mr.  Chairman,  I  ask  that  this  witness  defer  from 
making  his  statement  until  the  members  of  the  committee  have  a 
copy  of  the  written  statement  which  we  did  not  have  when  he  started. 

The  Chairman.  You  may  proceed. 

STATEMENT  OF  CHARLES  L.  SCHULTZE,  DIRECTOR  OF  THE 

BUREAU  OF  THE  BUDGET 

Mr.  Schultze.  Mr.  Chairman  and  members  of  the  committee, 
I  would  like  to  discuss,  briefly,  today  the  background  and  some  of 
the  major  features  of  H.R.  14544,  the  proposed  Participation  Sales 
Act  of  1966.  This  legislation  was  transmitted  yesterday  to  the  Con¬ 
gress  by  the  President  to  provide  the  authority  needed  to  carry  out 
his  earlier  recommendations  for  a  more  extensive  and  effective  sub¬ 
stitution  of  private  for  public  credit. 

As  members  of  this  committee  are  well  aware,  both  the  Congress, 
in  authorizing — and  successive  administrations  in  administering — - 
specific  credit  programs  have  relied  primarily,  as  a  basic  policy 
guideline,  on  the  use  of  private  credit  institutions  rather  than  direct 
Federal  loans  wherever  such  reliance  could  be  expected  to  produce 
the  desired  results.  Historically,  the  major  role  of  the  Federal  Gov¬ 
ernment  has  been  to  encourage  a  smooth,  efficient  flow  of  funds  be¬ 
tween  private  borrowers  and  lenders.  This  has  been  done  in  two 
maj  or  ways : 

By  chartering,  regulating,  and  insuring  the  deposits  in  financial 
institutions — banks  and  savings  and  loan  associations — which  pool 
the  savings  of  many  savers  and  from  these  funds  provide  credit  to 
borrowers. 

By  guaranteeing  specific  loans  to  facilitate  the  flow  of  credit  to 
borrowers  where  risks  are  otherwise  unattractive  to  private  lenders. 

At  present,  almost  $100  billion  in  Government  guaranteed  or  in¬ 
sured  private  loans  are  outstanding  under  programs  long  approved 
by  the  Congress,  and  each  year  the  total  steadily  increases. 

Even  with  such  assistance  some  types  of  borrowers  are  not  able 
to  establish  credit  standing,  or  are  remote  from  credit  sources,  or  in 
the  judgment  of  the  Congress  require  interest  rates  lower  than  can 
be  obtained  from  private  lenders,  even  with  a  Federal  guarantee. 
In  such  cases,  the  Federal  Government  makes  direct  loans.  To  meet 
the  essential  requirements  of  borrowers  who  cannot  otherwise  obtain 
loans  on  reasonable  terms,  the  Federal  Government  has  built  up  a 
large  portfolio  of  direct  loars.  The  basic  purpose  of  the  Federal 
Government  in  such  programs,  however,  is  not  to  build  up  a  portfolio 
of  financial  assets,  but  to  assume  some  or  all  of  the  risks  involved  in 
order  to  make  loan  funds  available  to  borrowers  who  need  it. 
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The  legislation  now  before  the  committee  would  provide  an  effective 
method  of  carrying  out  the  historic  role  of  the  Federal  Government  of 
assuming  some  or  all  of  the  loan  risk  in  order  to  assist  the  flow  of 
credit  from  lenders  to  borrowers.  The  Federal  Government  is  ful¬ 
filling  the  same  role  whether  it: 

Makes  direct  loans,  pools  the  loans,  and  sells  participations 
to  private  lenders,  as  under  the  proposed  legislation; 

Insures  a  Federal  Housing  Administration  loan  made  by  a 
mortgage  banker  who  then  sells  it  to  a  life  insurance  company; 

Insures  a  ship  mortgage  under  the  Merchant  Marine  Act  of 
1936; 

Insures  deposits  in  savings  and  loan  institutions,  assuming 
some  of  the  credit  risk,  and  thereby  facilitating  the  flow  of  credit 
from  savers  to  home  buyers. 

The  circumstances  in  each  case  are  different,  so  the  techniques  are 
different.  But  the  basic  principle  of  risk  assumption  is  the  same. 

As  one  way  of  attracting  private  capital  and  minimizing  the  buildup 
)  in  federally  owned  portfolios,  lending  agencies  have  found  it  possible, 
from  time  to  time,  to  encourage  private  refinancing  of  such  loans. 
Direct  sales  of  individual  assets  have  been  the  normal  practice  for 
the  past  decade  or  more  by  several  major  Federal  lending  programs. 
But  there  are  limits  to  the  volume  of  such  loans  that  can  be  efficiently 
marketed  in  this  way.  Many  loans  are  too  small  and  too  expensive 
to  administer  to  be  readily  marketable.  If  the  private  lender  has  to 
select  the  assets  on  a  retail  basis  and  undertake  their  administration, 
it  is  often  not  worthwhile  for  him  to  purchase  them.  The  process  of 
pooling  a  number  of  such  loans  and  Celling  paper  representing  par¬ 
ticipations  in  the  pool  serviced  by  the  original  lending  agency,  how¬ 
ever,  converts  a  loan  instrument  of  very  narrow  acceptability  into 
one  with  very  wide  attractions.  In  the  relatively  brief  period  since 
1962  when  the  Export-Import  Bank  initiated  its  program,  and  since 
1964  when  FNMA  was  authorized  to  sell  participations  in  its  own  and 
VA  assets,  more  than  $3.3  billion  in  such  certificates  have  been 
successfully  sold. 

We  can  now  clearly  demonstrate  that  participation  sales  are  a 
much  more  efficient  method  of  selling  most  Government  loans  to 

*  private  lenders  than  direct  sales  of  individual  loans.  More  loans  can 

*  be  sold  in  total,  and  the  net  cost  of  selling  the  loans  is  less  whether 
measured  in  terms  of  administrative  and  selling  costs  or  in  terms  of 
the  yields  which  have  to  be  paid  on  the  assets  to  make  them  salable. 

Let  me  discuss,  briefly,  the  last  topic  mentioned  above,  the  yields 
necessary  to  sell  participation  certificates  in  the  private  market. 
On  the  one  hand,  as  I  have  pointed  out,  this  is  the  most  inexpensive 
means  of  attracting  private  credit  into  these  programs.  On  the 
other  hand,  it  is  true  that  the  interest  rate  on  participations  is  slightly 
higher  than  the  rate  on  Treasury  bonds.  Experience  in  the  past  has 
indicated  a  premium  of  25  to  35  basis  points — one-fourth  to  three- 
eighths  percent — and  this  premium  should  decline  as  a  larger  volume 
of  participations  are  issued  and  a  broader  secondary  market  develops. 
Of  course,  Treasury  borrowing  is  cheaper  than  any  other  form  of 
financing,  but  this  is  hardly  a  reason  to  abandon  the  historic  Federal 
role  of  assisting  the  flow  of  private  credit  to  borrowers.  Should  we 
borrow  through  the  Treasury  and  add  to  the  public  debt  as  a  replace- 
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ment  for  FHA-insured  and  VA-guaranteed  mortgages,  or  guaranteed 
small  business  loans?  I  do  not  believe  that  any  administration  or 
any  Congress  has  ever  operated  on  the  premise  that  the  U.S.  Treasury 
should  replace  private  credit  simply  because  the  Treasury  can  borrow 
more  cheaply  than  anyone  else. 

I  should  now  like  to  call  attention  to  several  major  features  of  the 
bill  before  the  committee. 

1.  H.R.  14544  will  make  available,  on  a  Government-wide  basis, 
the  authority  to  pool  financial  assets  and  to  sell,  through  FNMA  as 
trustee,  certificates  of  participations  in  such  assets. 

Under  present  law  the  FNMA  as  trustee  can  sell  certificates  of 
participation  in  any  type  of  loans  owned  by  the  Department  of  Housing 
and  Urban  Development  as  well  as  first  mortgage  loans  owned  by 
other  agencies.  The  language  of  H.R.  14544  would  permit  any 
Federal  department  or  agency  with  direct  lending  authority  to  place 
any  of  its  loans  in  a  pool  and  would  authorize  FNMA  as  trustee  to  sell 
certificates  of  participation  in  pools  6f  such  assets. 

The  President  in  his  1967  budget  has  explicitly  proposed  that  this 
new  authority  be  used  by  the  following  credit  programs  not  now 
engaged  in  participation  sales: 

Department  of  Agriculture,  Farmers  Home  Administration. 

Department  of  Health,  Education,  and  Welfare,  Office  of 
Education,  academic  facility  loans. 

Department  of  Housing  and  Urban  Development,  college 
housing  loans,  and  public  facility  loans. 

Small  Business  Administration. 

To  facilita,te  sales  by  the  Office  of  Education  and  the  Farmers  Home 
Administration,  the  legislation  contains  necessary  modifications  in 
existing  laws  governing  the  programs. 

2.  To  facilitate  sales  of  participations  in  pools  of  loans  bearing 
interest  rates  below  market  levels,  H.R.  14544  provides  for  supple¬ 
mental  payments  adequate  to  cover  any  insufficiency  of  receipts 
from  assets  in  the  pool  as  necessary  to  meet  the  payments  on  the 
certificates.  This  provision  is  highly  important  because  under 
present  laws  governing  many  direct  loan  programs  a  large  share  of 
the  loans  have  been  made  at  interest  rates  significantly  below  the 
levels  prevailing  in  the  private  market — as  well  as  below  the  cost 
to  the  Treasury  of  obtaining  the  funds.  These  supplementary  pay¬ 
ments,  in  and  of  themselves,  do  not  add  to  Federal  outlays,  but  merely 
recognize  explicitly  the  present  cost  now  incurred  by  the  Federal 
Government  in  such  loan  programs,  which  are  not  specifically  identi¬ 
fied  in  the  budget. 

3.  H.R.  14544  provides  for  effective  review  and  control  in  appro¬ 
priation  legislation,  of  the  sale  through  participation  pools  of  any 
assets  requiring  such  supplemental  payments.  It  does  this  by  requir¬ 
ing  that  the  amounts  of  any  such  certificates  issued  shall  be  within 
aggregate  principal  amounts  authorized  in  advance  in  appropriation 
acts.  If  and  when  appropriation  language  is  enacted  specifically 
authorizing  such  certificates  the  necessary  appropriation  would 
automatically  become  available  to  cover  the  differential. 

4.  Finally,  as  the  Under  Secretary  has  already  emphasized,  under 
H.R.  14544  all  future  sales  of  participations  by  these  agencies  would 
be  carried  out  under  the  experienced  management  of  the  Federal 
National  Mortgage  Association — assuring  effective  coordination  of 
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the  various  credit  programs,  as  well  as  with  Treasury  debt  manage¬ 
ment  operations. 

As  outlined  in  this  year’s  budget,  the  President’s  program  for  1967 
relies  upon  a  considerable  expansion  in  the  sale  of  financial  assets. 
Of  the  total  1967  sales  estimate  of  $4.7  billion,  $4.2  billion  represents 
the  sale  of  certificates  of  participation  and  $2,850  million  of  this  re¬ 
quires  the  provision  of  new  legislative  authority  now  before  the 
committee. 

The  total  loan  portfolio  of  the  Federal  Government  now  exceeds 
$30  billion.  In  the  absence  of  an  offsetting  sales  program,  this  port¬ 
folio  will  continue  to  grow  year  by  year  as  it  has  over  the  two  decades. 
The  effect  of  this  growth  will  be  increased  net  budget  requirements. 

In  summary,  the  authority  contained  in  this  bill  provides  a  most 
efficient  method  of  allowing  the  Government  to  play  its  historic  role 
in  assisting  credit  through  risk  assumption  without  building  up  un¬ 
necessarily  a  huge  portfolio  of  loans. 

Our  expanding  economy  will  require  increased  capital  outlays  for 
i)  many  years  to  come  in  order  to  finance  such  important  programs  as 
education,  health,  transportation,  and  public  facilities.  Private 
financing,  if  obtainable,  is  clearly  preferable  and  should,  to  the  maxi¬ 
mum  extent  possible,  be  utilized  to  meet  these  urgent  needs. 

The  Federal  Government  can  and  should  provide  the  necessary 
services  such  as  smoothing  the  imperfections  in  the  private  credit 
system,  in  order  to  maximize  the  participation  of  the  private  financial 
sector.  As  I  indicated  earlier,  this  is  an  historical  role  for  the  Federal 
Government  in  the  credit  markets  of  the  Nation.  We  need  not  and 
should  not  hold  loans  which  the  private  sector  can  handle.  Or,  to 
put  this  another  way,  the  purpose  of  the  Federal  loan  programs  is 
to  assist  the  borrower  to  obtain  funds  on  a  reasonable  basis  not  to 
build  up  a  large  portfolio  of  federally  owned  loans. 

For  all  of  these  reasons,  I  urge  early  enactment  of  H.R.  14544. 

Thank  you,  Mr.  Chairman. 

The  Chairman.  Mr.  Barr,  hasn’t  there  been  a  demand  for  this 
legislation  from  both  political  parties  over  the  last  few  decades? 

Mr.  Barr.  Yes,  sir,  Mr.  Chairman.  As  I  mentioned  in  my  state¬ 
ment,  this  was  a  recurring  theme  in  President  Eisenhower’s  budget 
I  messages  in  1954,  1955,  1956,  and  1958. 

'  It  has  not  only  been  supported  on  a  bipartisan  basis,  Mr.  Chairman, 
but  many  reasonable  and  thoughtful  men  have  looked  at  this  problem 
and  have  come  to  the  conclusion  that  an  approach  such  as  this  should 
be  adopted.  I  am  referring  specifically  to  the  Commission  on  Money 
and  Credit  which  included  such  distinguished  gentlemen  as  Mr. 
Joseph  Dodge,  Mr.  Schultze’s  predecessor  under  President  Eisen¬ 
hower.  I  am  also  referring  to  President  Kennedy’s  Committee  on 
Federal  Credit  Programs  which  was  chaired  by  Secretary  Dillon 
on  which  the  Chairman  of  the  Federal  Reserve  Board  sat  together 
with  representatives  from  the  rest  of  Government. 

I  also  refer  you  specifically  to,  as  I  mentioned  in  my  statement,  a 
very  strong  admonition  contained  in  the  minority  report  of  the  House 
Ways  and  Means  Committee  in  1963  in  which  the  minority  specifically 
told  the  administration  that  it  should  not  be  coming  back  to  Congress 
for  an  increase  in  the  public  debt  until  it  had  done  what  it  could  to 
reduce  the  portfolio  of  loans  which  they  thought  was  unnecessary  for 
us  to  hold. 
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I  might  add  that  we  listened  to  the  minority  report  of  the  Ways 
and  Means  Committee  and  we  did  intensify  our  efforts,  starting  in 
1963,  to  follow  this  suggestion.  This  bill  is  merely  a  continuation  of 
this  long  historic  precedent. 

The  Chairman.  And  it  is  in  favor  of  what  we  call  the  private 
enterprise  system  as  distinguished  from  Government,  is  it  not? 

Mr.  Barr.  Yes,  sir. 

The  Chairman.  It  is  in  that  direction. 

Mr.  Barr.  It  is  definitely  in  that  direction.  As  Mr.  Schultze 
pointed  out,  this  is  an  attempt  by  the  Government  to  enable  sectors 
of  this  economy  who  for  one  reason  or  another  have  an  imperfect 
access  to  the  credit  markets  to  get  to  the  markets  at  a  reasonable  rate 
with  the  assistance  of  this  Government  and  under  strict  and  careful 
congressional  control. 

The  Chairman.  Mr.  Reuss? 

Mr.  Reuss.  Director  Schultze,  on  page  5  of  your  statement  you 
address  yourself  to  the  comparison  with  Treasury  borrowing.  You 
say  that  is  cheaper  than  any  other  form  of  financing,  but  that  this  is 
hardly  a  reason  to  abandon  the  historic  Federal  role.  Then  you  ask, 
should  we  borrow  from  the  Treasury  and  add  a  public  debt  as  a  replace¬ 
ment  for  FHA  and  other  mortgages  as  listed  here — FHA  mortgages 
and  small  business  loans  which  in  the  nature  of  things  require  a 
banker’s  judgment  in  the  making,  and  in  which  the  role  of  the 
Federal  Government  is  largely  that  of  a  guarantor  or  insurer.  Those 
extensions  of  credit  are  by  no  means  all  of  the  Federal  portfolio.  As 
I  understand  it,  Uncle  Sam  now  owns  $30  billion  of  loans,  and  is  on  the 
hook  for  about  $70  billion  worth  of  insurance,  for  a  total  of  $100 
billion. 

Mr.  Schultze.  Thirty  billion-plus  we  own,  and  almost  another 
hundred  billion  we  back  with  various  kinds  of  insurance  and  guar¬ 
antees.  The  100  does  not  include  the  portfolios  that  we  own. 

Mr.  Reuss.  So  there  is  130  exposure. 

Mr.  Schultze.  Correct. 

Mr.  Reuss.  Getting  back  to  my  question.  I  can  see  your  point 
perfectly.  There  is  no  use  talking  about  Treasury  financing  for 
FHA  mortgages.  But  what  percentage  of  the  $30  billion  is  direct 
Government  loans? 

Mr.  Schultze.  All  of  them. 

Mr.  Barr.  All  of  them. 

Mr.  Schultze.  That’s  why  we  made  the  loans.  We  made  the 
loans  and  own  the  portfolio. 

Mr.  Reuss.  That  $30  billion  doesn’t  include  FHA  loans? 

Mr.  Schultze.  No,  sir.  If  I  may  back  up  a  moment.  What  I 
was  trying  to  point  out  is  the  continuum  of  Federal  assistance 
in  the  private  credit  markets.  Historically  the  Federal  Government 
has  assisted  the  flow  of  funds  in  a  number  of  ways:  First,  by  taking 
some  of  the  risks  in  private  financial  institutions  by  insuring  their 
deposits.  Obviously  this  gets  a  smoother  flow  of  credit  and  tends  to 
to  assure  lower  interest  rates.  Secondly,  through  guarantees  of  in¬ 
dividual  loans  as  in  the  case  of  housing  or  ship  mortgages,  where 
this  result  can  be  achieved  as  part  of  a  transaction  between  private 
lender  and  private  borrower  directly.  Finally,  there  are  cases  where, 
because  of  the  remoteness  of  the  borrower  from  credit  sources,  his 
inability  to  establish  a  national  credit  rating  or  because  the  Congress 
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and  administration  have  agreed  that  lower  than  market  rates  need 
to  be  obtained,  and  the  only  way  to  get  the  loan  is  to  have  the  Federal 
Government  make  it  directly.  My  point  was  that  the  objective  of 
these  programs  is  not  to  put  the  Federal  Government  in  the  business 
of  accumulating  the  portfolio.  The  objective  is  the  same  as  in  the 
other  cases,  to  assume  some  of  the  risks  and  get  the  funds  in. 

Mr.  Reuss.  Yes.  I  take  it  the  second  and  third  categories  make  it 
$30  billion. 

Mr.  Schultze.  No,  sir. 

Mr.  Reuss.  Is  the  third  category  the  $30  billion  itself? 

Mr.  Schultze.  That  is  the  direct  loans  made  by  the  Federal 
Government,  the  paper  owned  by  the  Federal  Government. 

Mr.  Reuss.  Your  arguments  against  Treasury  financing  do  not 
really  apply  to  that  third  category,  do  they,  because  in  it  you  do  not 
have  any  interplay  of  private  credit  granting  authorities  anyway. 

Mr.  Schultze.  What  I  am  saying  really  is  that  the  interplay  is 
clearly  less,  but  again,  it  is  an  extension  of  what  the  Federal  Govern¬ 
ment  has  done  for  years.  The  intervention,  for  example,  is  very  little 
in  the  case  of  insurance  of  bank  deposits.  The  intervention  is  greater 
with  guarantee  of  a  VA  loan.  The  intervention  is  even  greater  where 
the  Federal  Government  has  to  make  the  direct  loan.  But  it  seems 
to  me  the  principle  is  the  same.  We  want  to  get  the  credit  in.  There 
is  no  reason  for  the  Federal  Government  to  hold  the  portfolios. 

Mr.  Reuss.  I  ask  this  question  because  while  I  heartily  approve 
the  principle  of  this  in  general,  I  would  think  that  in  the  future — after 
this  participation  sales  principle  gets  into  operation,  and  after  we 
find  out  what  the  real  differential  in  any  Treasury  borrowing  is — we 
might  want  to  take  a  look  at  that  differential.  We  should  see  if  the 
taxpayer  would  have  an  advantage  if  we  separate  these  Govern¬ 
ment  credits  in  which  the  private  credit  mechanism  doesn’t  really 
play  a  very  meaningful  role.  We  might  find  that  you  wouldn’t  really 
hurt  private  credit  participation,  but  could  save  some  millions  of 
dollars  of  taxpayers’  interest  costs.  I  gather  you  are  prepared  to  say 
that  there  is  a  difference  between  the  direct  Government  loan  programs 
and  the  guaranteed  program? 

Mr.  Schultze.  Yes,  sir. 

Mr.  Reuss.  In  terms  of  the  participation? 

Mr.  Schultze.  Yes. 

The  Chairman.  Mr.  Widnall? 

Mr.  Widnall.  Mr.  Schultze,  this  Participation  Sales  Act  of  1966 
is  a  masterpiece  of  sneaky  draftsmanship.  It  is  so  sneaky  that  I 
think  even  the  Treasury  Department  itself  has  been  misled.  And, 
being  misled,  the  Treasury  Department  in  turn  has,  I  believe,  un¬ 
wittingly  misled  the  press. 

The  Chairman.  That  word  “sneaky” — don’t  you  think  it  is  rather 
strong,  Mr.  Widnall? 

Mr.  Widnall.  I  weighed  it  fairly  carefully  before  I  used  it,  Mr. 
Chairman.  Would  you  let  me  just  finish  the  statement  at  this  time? 
I  refer  specifically  to  Treasury  Department  Position  Paper  No.  V 
entitled  “Maintenance  of  Congressional  Control,”  handed  to  the  press 
yesterday. 

The  first  paragraph  of  that  paper  states,  and  I  quote:  “The  Par¬ 
ticipation  Sales  Act  of  1966  would  maintain  existing  congressional 
controls  over  Federal  credit  program  activities.” 

That  statement  is  absolutely  false. 
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The  authorizing  committees  for  the  various  programs  will  lose 
control  of  the  volume  of  activity  in  the  programs  unless  the  language 
of  the  bill  is  changed  so  as  to  “require”  that  an  agency  pooling  loans 
“guarantee”  to  the  trustee  timely  payment  thereof.  The  bill  does 
not  do  this.  Instead  of  saying  the  agency  “shall,”  it  says  the  agency 
“may”  guarantee.  On  the  mimeographed  copy  of  the  bill,  I  refer  to 
page  2,  line  13,  in  which  it  says  “may”  guarantee.  If  the  authorizing 
committee  control  is  to  be  maintained,  that  “may”  must  be  changed 
to  “shall.” 

Mr.  Secretary,  will  you  consent  to  such  a  change  in  the  text  of  the 
bill? 

Mr.  Schultze.  Yes,  sir;  and  Under  Secretary  Barr  will  explain 
why  the  word  “may”  was  originally  in.  We  will  consent  to  such  a 
change. 

Mr.  Barr.  Mr.  Widnall,  the  most  I  could  get  from  the  Treasury 
lawyers  who  drafted  this  bill  is  that  the  word  “may”  is  connected  in 
some  way  with  the  authority  of  States  to  tax  these  obligations.  Now, 
not  being  a  lawyer,  I  am  not  precisely  certain  what  they  were  driving 
at.  I  am  now  advised  by  the  lawyers,  however,  that  shifting  from 
“may”  to  “shall”  would  not  raise  a  serious  question,  and  we  would 
accept  that  change. 

Mr.  Moorhead.  Will  the  gentleman  yield?  Could  we  identify 
this  “may”  or  “shall”  on  the  printed  copy  of  the  bill? 

Mr.  Barr.  It  is  on  page  2,  line  15,  Mr.  Moorhead. 

Mr.  Moorhead.  Thank  you. 

Mr.  Widnall.  The  Appropriations  Committees  of  the  Congress 
would  be  given  the  runaround  except  in  cases  where  assets  pooled 
do  not  produce  sufficient  funds  to  pay  debt  service  on  the  participa¬ 
tions  sold.  This  is  made  abundantly  clear  in  Treasury  Department 
Position  Paper  No.  II  entitled,  “How  the  Participation  Sales  Act 
Would  Work.” 

On  page  2,  at  the  bottom  of  the  page,  it  states: 

The  act  would  require  the  pooled  loans  generate  sufficient  income  to  meet  the 
payments  due  on  the  participation  certificates.  The  only  exception  would  occur 
when  an  agency  was  authorized,  in  an  appropriation  act,  to  include  obligations 
bearing  submarket  interest  rates. 

I  challenge  you  to  show  me  anything  in  the  bill  that  approval  of  the 
Appropriations  Committee  is  required  for  the  amount  of  participa¬ 
tions  to  be  sold  except  in  the  cases  where  funds  will  have  to  be  pro¬ 
vided  to  make  up  deficiencies  between  payments  received  on  loans 
pooled  and  payments  made  on  participations  sold.  Do  you  care  to 
attempt  to  disprove  my  statement? 

Mr.  Schultze.  That  is  basically  correct.  The  point  is,  when  there 
is  involved  here  a  difference  between  the  income  going  in  and  the  in¬ 
come  coming  out,  this  thereupon  will  involve  an  appropriation  re¬ 
quirement.  The  Appropriations  Committees  will  approve  the  total 
amount  of  the  participation  which  can  be  sold.  You  are  quite  cor¬ 
rect;  as  is  now  the  case. 

Mr.  W  idnall.  As  a  matter  of  fact,  Mr.  Secretary,  I  think  there  is 
even  question  that  Appropriations  Committee  approval  is  required  in 
the  case  of  sales  of  participations  in  pools  of  submarket  assets.  The 
bill  says  “it  shall  be  in  order,”  and  the  bill  also  says  “whenever  such 
an  aggregate  principal  amount  is  so  authorized”  to  be  appropriated. 
At  best,  that  is  an  indirect,  left-handed  approach,  if  indeed  it  is  in¬ 
tended  to  state  a  mandatory  requirement. 
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Mr.  Schultze.  I  do  not  have  the  printed  copy  of  the  bill — here  it  is. 
If  I  can  just  find  it  for  a  second. 

Mr.  Widnall.  Would  there  be  any  objection  to  replacing  what 
appears  to  be  vague  language  with  a  clear  statement  that  the  Ap¬ 
propriation  Committees  must  approve  all  proposed  participation 
sales? 

Mr.  Schultze.  It  says  here  on  page  5.  line  14,  of  the  printed  bill— 

Provided,  That  no  such  beneficial  interests  or  participations  shall  be  issued  in  relation 
to  any  obligation  unless  the  trustee  determines  there  is  a  reasonable  probability 
there  will  not  be  an  insufficiency  as  aforesaid  or  unless  the  amounts  issued  are 
within  aggregate  principal  amounts  authorized  in  advance  in  appropriation  acts. 

The  next  part:  “and  it  shall  be  in  order  to  include.”  simply  to  give  the 
Appropriations  Committee  authority  to  do  it. 

Mr.  Widnall.  How  about  changing  the  “or”  to  “and”? 

Mr.  Schultze.  Line  10? 

Mr.  Widnall.  You  just  read  it. 

*  Mr.  Barr.  May  I  suggest,  Mr.  Widnall,  that  our  purposes  are  pure 

f  in  this  area  and  I  would  suggest  that  the  Treasury  Department 
lawyers,  the  Bureau  of  the  Budget  lawyers,  and  your  lawyers  confer 
on  this.  Our  intent — I  want  to  establish  the  legislative  history  at 
this  point — is  very  clear.  Whenever  a  submarket  rate  loan  is  moved 
into  one  of  these  pools,  it  involves  an  expenditure,  and  we  want  that 
expenditure  to  be  appropriated  by  the  Congress  of  the  United  States 
through  appropriation  legislation.  That  is  our  intent.  As  to  whether 
or  not  we  are  accomplishing  this  objective  through  the  legislation— 
this  is  a  complicated  provision.  I  would  be  delighted  to  have  our 
lawyers  start  to  work  with  your  lawyers  this  afternoon  to  see  if  we 
are  accomplishing  the  purpose  which  I  specified. 

Mr.  Widnall.  Thank  you,  Mr.  Secretary.  We  will  come  back 
to  that.  My  time  is  up. 

The  Chairman.  Mr.  Moorhead? 

Mr.  Schultze.  May  I  confer  just  a  second? 

Mr.  Moorhead.  I  would  like  to  ask  you  gentlemen,  Can  FNMA 
mix  together  in  one  of  these  pools  under  this  bill  obligations  from 
different  agencies?  In  other  words,  can  we  put  together  SBA  and 
college  facilities  and  then  sell  participations  in  that  kind  of  pool  ? 

|  Mr.  Schultze.  Yes,  sir. 

w  Mr.  Moorhead.  Now  suppose  that  the  interest  rate  on  one  class 
of  obligations  was  sufficient  to  offset  the  below  market  rate  of  the 
other  agency,  would  you  have  to  go  to  the  Appropriations  Committee!' 

Mr.  Schultze.  Yes,  sir. 

Mr.  Barr.  Yes,  sir. 

Mr.  Moorhead.  Whenever  the  pool  contains  one  below  market 
rate - 

Mr.  Schultze.  This  runs  to  the  agency.  If  there  is  a  prospective 
insufficiency  in  the  receipts  from  the  assets  being  pooled,  advance 
approvals  would  be  necessary  of  the  overall  maximum  amount  of  the 
certificates  issued  by  that  agency. 

Mr.  Moorhead.  In  order  for  the  particular  agency  to  put  it  into 
the  pool  it  would  have  to  get  approval.  Once  it  is  in  the  pool  the 
FNMA  is  authorized  to  give  it  a  mixture  of  obligations. 

Mr.  Barr.  Mr.  Moorhead,  it  might  be  useful  to  walk  through  an 
illustration.  This  is  an  important  point  and  I  think  it  would  be 
useful  to  walk  through  and  illustrate  precisely  what  we  are  talking 
about. 
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Mr.  Moorhead.  As  you  walk  through  would  you  consider  the  bill 
that  we  had  before  us  last  week,  or  the  week  before,  on  SBA  and  point 
up  wherein  the  procedures  contemplated  in  this  bill  are  different  from 
the  procedures  contemplated  in  the  other  bill? 

Mr.  Barr.  The  procedures,  Mr.  Moorhead,  to  answer  the  last  part 
of  your  question  first,  are  essentially  the  same  in  this  bill  as  they  were 
in  the  bill  that  was  before  you,  except  that  this  bill  goes  to  the  sub- 
market  rates  and  provides  for  the  appropriation  process. 

Let  me  now  walk  through  the  steps  involved. 

Let’s  say  there  was  a  pool  put  together  composed  of  $500  million 
of  college  housing  loans,  $250  million  of  SBA  loans,  $250  million  of 
Farmers  Home  loans.  The  college  housing  loans  carry  a  3-percent 
rate;  the  Farmers  Home  rates  vary  considerably- — some  of  them  are 
market  rates,  some  of  them  are  lower ;  and  SBA  loans  are  usually  made 
at  or  near  the  market  rate. 

Now,  Community  Facilities  Administration  if  it  wanted  to  put  the 
$500  million  of  college  housing  loans  in  the  pool,  would  have  to  go  to  a. 
the  Appropriations  Committee  and  get  authority  from  the  Appro-  T 
priations  Committee  to  move  those  loans  into  the  pool,  and  with  that 
authority  would  go  the  appropriating  authority  to  make  up  the 
difference  between  the  3-percent  rate  and  the  rate  at  which  the 
participation  would  be  sold. 

SBA  would  not  have  to  go  to  the  appropriating  committee,  if,  in 
FNMA’s  judgment,  the  loans  they  put  into  the  participation  carry 
an  interest  rate  at  least  equal  to  that  at  which  the  participation  will  be 
sold.  The  burden  of  proof  is  on  them.  If  proved  that  they  could 
not  sell  them  off  at  the  rate  they  carry,  the  participations  could  not 
be  sold  at  all  until  approved  in  an  appropriation  act. 

In  the  case  the  F armers  Home  Administration  loans,  since  some  of 
their  loans  are  at  less  than  the  market  rate  they  would  have  to  get  the 
appropriation  act  authority  to  put  them  in  the  pool. 

However,  you  could  pool  all  three  types  of  loans  in  one  participation 
sale.  In  the  case  of  two  of  them  it  would  take  an  appropriating  action 
because  an  expenditure  is  involved.  In  the  case  of  the  SBA,  if  there  is 
not  an  expenditure  involved,  they  would  not  need  to  go  to  the  Appro¬ 
priations  Committee.  Is  that  clear? 

Mr.  Moorhead.  I  thank  you,  Mr.  Secretary.  4f| 

Would  I  be  correct  in  saying  that  this  bill,  thinking  of  the  Govern-  ^ 
ment  as  a  whole,  would  be  more  effective  in  transfering  assets  to  the 
private  market  because  it  is  broader  than  the  SBA  bill  we  were  con¬ 
sidering  last  week  or  so,  because  we  could  have  a  better  opportunity 
to  make  a  better  mix  to  fit  the  needs  of  a  particular  type  of  investor. 

Mr.  Barr.  That  is  correct.  I  think  Mr.  Schultze  wants  to  speak 
on  that,  too. 

Mr.  Schultze.  I  agree  fully  with  you.  I  might  make  one  point 
that  I  think  is  relevant.  As  far  as  I  know,  it  is  outside  the  realm  of 
controversy  that  the  Federal  Government — at  least  if  we  can  read 
the  record  of  the  past  10  years,  the  statements  of  both  parties,  both 
in  the  Congress  and  in  the  administration — the  Federal  Government 
should,  when  practical,  try  to  dispose  of  some  of  this  loan  portfolio 
because  the  Government  is  not  in  business  to  hold  a  loan  portfolio. 
One  of  the  advantages  of  this  bill,  particularly  when  you  are  dealing 
with  mortgages,  is  that  it  broadens  the  number  and  types  of  lenders 
who  would  be  interested.  You  are  not  socking  the  mortgage  market 
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in  the  head  when  you  are  trying  to  get  rid  of  the  portfolios.  So  it 
has  the  great  advantage  of  an  even  broadly  distributed  market,  and 
when  you  dispose  of  the  assets  you  are  not  picking  on  individual 
segments  of  the  market.  So  it  has  that  additional  advantage. 

Mr.  Moorhead.  On  page  2,  of  the  section-by-section  summary 
of  the  bill  in  the  second  paragraph,  it  says,  the  income  received  by 
participation  holders  would  be  taxable  dividends.  I  question  the 
word  “dividends.” 

Mr.  Schultze.  I  suspect  that  the  tax  lawyers  put  it  in.  I  am 
perfectly  willing  to  examine  that,  Mr.  Moorhead,  but  I  would  hesitate 
to  give  you  the  word  on  whether  the  word  “dividend”  is  correct  or  not. 

Mr.  Barr.  Mr.  Moorhead,  what  we  are  saying  is  that  if  you  own 
a  participation  in  a  pool  of  assets  that  might  contain  some  tax  exempt 
securities,  you  will  nevertheless  pay  Federal  taxes  on  the  income  you 
receive  from  that  participation. 

Mr.  Moorhead.  Thank  you. 

The  Chairman.  Mr.  St  Germain? 

Mr.  St  Germain.  I  think  there  is  one  question  to  be  answered. 
Essentially,  what  are  the  projected  costs  involved? 

Mr.  Barr.  Mr.  St  Germain - 

Mr.  St  Germain.  The  interest  rate  yield.  This  would  have  to  be  a 
subsidy  I  suppose  made  by  the  various  agencies  in  order  to  make 
these  loans. 

Mr.  Barr.  Mr.  St  Germain,  on  the  subsidized  loan,  that  cost  is 
already  being  borne  by  the  Federal  Government.  In  the  case  of  a  3- 
percent  loan  at  today’s  market,  the  subsidy,  if  you  compared  it  to 
FNMA  securities,  would  be  roughly  2%  to  2%  percent.  If  you 
compared  it  to  Treasury  long-term  securities,  it  would  be  over  2 
percent.  That  subsidy  is  built  in  regardless  of  whether  we  raise  the 
funds  for  making  the  loan  from  taxes  or  whether  we  borrow  them  in 
the  market.  That  subsidy  is  built  in. 

The  issue  we  would  have  to  examine  is  how  much  more  expensive 
is  it  for  us  to  borrow  through  the  Treasury  than  it  is  to  borrow  through 
this  route.  We  anticipate  that  the  spread  would  be  between  a  quarter 
to  three-eights  of  1  percent.  We  think  it  will  narrow  to  a  quarter 
percent  and  we  believe  it  will  come  even  lower  than  that.  However, 
if  you  assume  that  there  is  a  difference  of  a  quarter  of  1  percent 
between  the  cost  of  borrowing  through  the  Treasury  and  the  cost  of 
borrowing  through  this  participation  route — and  if  we  sell  $4.2 
billion  in  participations  in  fiscal  year  1967 — the  cost  to  the  taxpayer 
for  getting  what  I  call  instant  money  in  1967  would  be  between  $10 
and  $14  million. 

Mr.  Brock.  Would  the  gentleman  yield? 

Mr.  St  Germain.  Yes. 

Mr.  Brock.  I  think  I  must  have  misunderstood  the  gentleman.  It 
is  my  understanding  that  at  the  current  market  the  differential  is  a 
half  of  1  percent  and  not  a  quarter. 

Mr.  Barr.  It  ranges  from  a  quarter  to  three-eighths  of  1  percent. 
The  market  varies  considerably  over  time,  Mr.  Brock,  but  on  the 
average  I  would  say  the  differential  is  closer  to  a  quarter  percent. 

Mr.  Brock.  Today,  within  the  past  week,  the  differential  was  half 
of  a  percent,  or  fifty-five  one-hundredths. 

Mr.  Barr.  Which  end  of  the  market  are  you  comparing  it  with? 

Mr.  Brock.  Both  are  the  same. 
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Mr.  Schultze.  I  figured  this  might  come  up,  so  I  have  a  number 
of  quotations.  Let’s  take  the  1980  maturities.  The  difference  on 
Monday  of  this  week,  I  do  not  have  Tuesday  or  Wednesday,  was  31 
basis  point.  For  the  1980  maturity  that  is.  If  you  go  down  to  1969, 
it  is  30  basis  point.  If  you  go  to  the  1973’s,  it  is  27  basis  point.  If 
you  look  at  the  quotations  on  March  2  it  turns  around  and  there  is  a 
minus.  It  jumps  all  around  and - 

Mr.  Brock.  The  price  as  offered — that  is  the  price  that  is  relevant. 
The  differentia]  on  1980’s  on  March  16  was  sixty-seven  one-hun¬ 
dredths — there  is  a  real  differential  there.  The  lowest  differential 
was  forty-three  one-hundredths.  Not  one  was  close  to  a  quarter. 

Mr.  Schultze.  The  point  there,  Mr.  Brock,  is  that  we  are  compar¬ 
ing  yields  on  outstandings.  Because  of  the  4%-percent  limitation  there 
has  been  no  Treasury  issues  outside  the  5-year  range.  So  it  is  impos¬ 
sible  to  get  a  new  issue  comparison.  All  you  can  do  is  look  at  the 
quotations  on  five  dates  and  as  I  say,  they  range. 

Mr.  Brock.  Isn’t  the  yield  comparatively  relevant,  then?  gi 

Mr.  Schultze.  It  is  relevant,  but  the  yield  comparison  on  out-  v 
standing  is  not  the  same. 

The  Chairman.  Mr.  St  Germain  has  the  floor. 

Mr.  St  Germain.  I  wanted  to  get  the  attention  of  the  witness  back 
at  this  side  of  the  table  for  a  moment. 

Mr.  Chairman.  The  gentleman  declines  to  yield  further  at  this 
time. 

Mr.  St  Germain.  On  page  2  of  your  statement,  the  top  sentence, 
when  the  private  credit  markets  can  and  want  to  participate  with  us  in 
our  credit  programs,  you  made  an  unequivocal  statement.  I  think  in 
view  of  the  comments  by  some  of  the  other  members  of  the  committee 
that  perhaps  they  might  want  other  witnesses,  I  think  this  should  be 
backed  up  if  you  can  to  explain  to  us  what  indications  there  are  that 
people  are  ready,  willing,  and  able  awaiting  this  very,  very  eagerly. 

Mr.  Barr.  The  best  indication  that  I  can  give  you  is  to  point  to 
success  we  have  had  with  this  route  in  the  case  of  two  institutions. 
The  Export-Import  Bank,  sold  $1,700  million;  and  FNMA,  through 
this  mechanism,  has  sold  $1.6  billion  since  1964.  That  is  the  best 
indications  we  have. 

Mr.  St  Germain.  I  am  wondering  about  the  sales  from  January 
of  this  year  to  date.  Have  they  been  at  the  level  they  have  been  * 
prior  to  January  of  this  year? 

Mr.  Barr.  I  can  submit  that  for  the  record.  I  think  they  are 
slightly  higher.  The  last  issue  of  FNMA  on  April  4,  was  for  $410 
million  and  it  was  oversubscribed. 

(The  information  referred  to  follows:) 


Sales  to  date  of  FNMA  ’participation  certificates 


Date  of  issue 

Amount 

Average  in 
term  years 

Average 

reoffering 

yield 

Apr.  4,  1966 _ 

$410,  000,  000 

9.34 

5.390 

Dec.  1 ,  1965 _ _ _  _  _ 

375, 000, 000 

8 

4  703 

July  1,  1965  _ _ 

525,  000,  000 

8 

4.492 

Nov.  2,  1964.  _ 

300, 000, 000 

5.5 

4. 306 

Mr.  St  Germain.  Nothing  further. 
The  Chairman.  Mr.  Fino? 
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Mr.  Fino.  Thank  you,  Mr.  Chairman. 

Let  me  tell  you  gentlemen  that  with  all  this  talk  of  pools  and  pools 
and  pools,  it  seems  to  me  we  are  preparing  the  American  taxpayers 
for  a  financial  bath. 

Is  it  not  a  fact  that  this  administration  proposes  to  sell  participations 
in  inflationary  budget  deficit  years  to  disguise  the  deficit  in  our 
budget? 

Mr.  Barr.  I  will  speak  briefly  to  that.  I  think  it  is  impossible  to 
disguise  a  budget  deficit  no  matter  how  you  want  to  look  at  it.  We 
have  the  Budget  and  Accounting  Act  under  which  we  live.  I  think  the 
country,  and  especially  the  financial  community,  is  well  acquainted 
with  it.  This  is  a  way  of  reporting  the  accounts  of  the  United  States. 
If  you  want  to  interpret  it  one  way  you  can  come  up  with  a  deficit. 
Other  people  can  interpret  it  another  way  and  come  up  with  a  different 
result.  It  is  a  method  of  accounting. 

Mr.  Fino.  Well,  has  not  the  White  House  said — or  someone  in  the 
White  House  said — that  if  this  goes  through,  this  plan,  this  bill  goes 
through,  that  the  deficit  will  only  be  $1.8  billion  and  if  it  does  not  go 
through  the  deficit  will  be  about  $8  billion? 

Mr.  Schultze.  Well,  in  the  first  place,  the  deficit  projected  for 
fiscal  1967  is  $1.8  billion.  That  calculation  does  include  the  impact 
of  these  sales.  We  do  not  believe,  and  I  do  not  think  any  administra¬ 
tion  has  ever  believed  that  the  orderly  disposition  of  some  of  the 
assets  it  owns  is  in  any  means  either  sneaky,  or  hiding  deficits,  or 
anything  else.  We  believe  that  this  is  a  quite  appropriate  way  for 
the  Federal  Government  to  operate,  and  we  are  not  in  business  to 
be  holding  large  portfolios  of  loans.  It  is  a  perfectly  legitimate,  in 
fact,  quite  desirable  aspect  of  budgeting  to  dispose  of  assets  that  the 
Federal  Government  has  no  business  carrying  in  such  large  volumes. 

Mr.  Fino.  Mr.  Schultze,  you  agree  with  me  that  if  this  bill  goes 
through,  when  we  dispose  of  these  participations,  that  the  deficit 
will  be  $1.8  billion? 

Mr.  Schultze.  Yes,  sir. 

Mr.  Fino.  You  will  not  agree  with  me  that  if  this  bill  does  not  go 
through  that  the  deficit  will  be  about  $8  billion — $6  billion,  rather? 

Mr.  Schultze.  First,  the  amount  of  participation  sales  contingent 
upon  this  bill  is  $2,850  million.  If  you  add  that  to  the  $1.8  you 
come  to  $4.6  billion.  If  you  want  to  phrase  your  question  in  terms 
of  what  happens  if  no  financial  assets  are  sold,  then  you  would  have 
to  add  a  4.7  to  the  1.8  to  come  to  6.5.  But  the  bill  itself  contem¬ 
plates  $2.8  billion. 

Mr.  Fino.  Is  it  not  pure  and  simple  hypocrisy  to  talk  about  private 
credit  being  brought  in  to  take  the  place  of  Government  money  in 
these  loans?  Is  not  that  hypocrisy  when  we  know  the  GAO  in  a 
January  1966  report  said  that  about  20  percent  of  the  loans  made  by 
the  Farmers  Home  Administration  could  have  been  made  through 
private  credit? 

Mr.  Schultze.  On  this  specific  issue  of  which  loans  in  the  Farmers 
Home  Administration  could  or  couldn’t  have  been  made,  it  is  very 
difficult  for  me  to  answer  that  in  specific  terms.  What  I  can  point 
out  to  you,  Mr.  Fino,  is  that  we  have  gone  into  this  business  of  sub¬ 
stituting  private  for  public  credit  in  a  lot  of  ways,  and  the  Bureau  of 
the  Budget  participating  with  the  Farmers  Home  Administration 
submitted  and  the  Congress  passed  a  bill  to  insure  loans  in  a  program 
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where  this  was  feasible.  So  that  I  think  our  record  as  a  matter  of 
fact,  has  been  quite  good.  The  whole  thrust  of  substituting  private 
for  public  credit,  something  that  has  been  pushed  over  the  last  decade 
in  a  number  of  ways — this  happens  to  be  one  of  them  but  not  the  only 
one  and  I  cite  you  this  conversion  of  a  Farmers  Home  Administration 
program.  It  may  very  well  be  that  there  were  some  other  direct 
loans  made  which  might  very  well  have  been  insured.  This  I  do  not 
know.  But  I  do  know  that  the  bulk  of  the  program,  for  the  first  time, 
was  turned  into  insured  programs.  This  was,  we  feel,  a  desirable 
accomplishment. 

Mr.  Fino.  For  years,  Mr.  Schultze,  the  Congress  has  tried  and 
tried  pretty  hard  to  get  Government  out  of  business.  And  yet  under 
this  plan  we  are  getting  ourselves,  when  I  say  ourselves  I  mean  the 
U.S.  Government,  into  the  brokerage  business.  We  are  expanding 
our  facilities. 

Mr.  Schultze.  Quite  to  the  contrary,  it  seems  to  me,  Mr.  Fino. 
As  I  indicated  earlier,  the  basic  purposes,  as  I  understand  them  at 
least,  a  number  of  these  direct  loan  programs  are  related  to  the  fact 
that  the  Congress  has  decided  that  the  borrowers  cannot  get  credit 
under  the  normal  credit  mechanisms.  Hence  we  have  direct  Govern¬ 
ment  loans.  But  the  purpose  of  them  is  to  get  the  credit  in,  not  to 
have  the  Federal  Government  act  as  a  backer,  and  hold  all  those 
portfolios.  We  believe  we  are  getting  the  Government  out  of  business 
by  getting  rid  of  the  portfolios.  We  believe  this  is  the  most  effective 
way  of  doing  it. 

Mr.  Fino.  Not  doing  it.  If  you  really  want  to  get  the  Government 
out  of  business  you  would  get  all  this  portfolio  and  sell  it  even  at 
cost  or  half  the  price.  Take  the  loss  and  get  out  of  business. 

Mr.  Schultze.  As  a  matter  of  fact,  precisely  on  this  point,  Mr. 
Fino,  we  are  doing  two  things,  one,  we  are  still  selling  loans  directly. 
There  are  $500  million  of  direct  sales  of  loans  individually  programed 
in  the  1967  budget.  One  of  the  reasons  we  do  not  push  that  any 
further  is,  first,  because  a  large  number  of  the  loans  would  be  very 
difficult  to  market  individually.  Second,  precisely  the  point  Mr. 
Widnall  made,  we  do  not  want  to  hit  the  mortgage  market  so  directly 
by  dumping  all  the  mortgages  directly  on  it.  The  participations 
broadens  the  markets  and  makes  sure  you  do  not  hurt  any  one  segment 
of  the  market  as  you  dispose  of  loans. 

Mr.  Fino.  You  do  not  mean  the  taxpayers  because  they  will  be 
paying  for  this  through  the  nose,  and  you  know  it. 

Mr.  Schultze.  No,  sir;  the  taxpayers,  now  for  good  and  sufficient 
reasons  as  indicated  by  the  Congress,  are  providing  below-market 
rates  in  these  loans  which  the  Federal  Government  has  picked  up. 
We  do  not  believe  this  bill  is  going  to  sock  the  taxpayers.  The 
point  is  to  get  the  Government  as  much  as  possible  out  of  the  business 
of  holding  these  portfolios.  We  have  to  do  it  several  different  ways 
because  of  the  nature  of  the  problem. 

Mr.  Fino.  My  time  has  expired. 

The  Chairman.  Mr.  GorizaleZ? 

Mr.  Gonzalez.  Mr.  Schultze,  on  page  6  I  believe  of  your  testimony, 
at  the  bottom  of  the  page,  you  say: 

The  supplementary  payments  in  and  of  themselves,  do  not  add  to  Federal 
outlays,  but  merely  recognize  exclusively  the  present  cost  now  incurred  by  the 
Federal  Government  in  such  loan  programs,  which  are  not  specifically  identified 
in  the  budget. 
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What  is  the  basis  for  that  statement?  What  is  the  basis  for  that 
statement  that  this  will  not  increase  the  Federal  outlays? 

Mr.  Schultze.  There  are  two  parts  to  this,  Mr.  Gonzalez. 

First,  let  us  take  the  case  of  a  loan  now  made  at  3  percent.  The 
budget  will  show  in  any  given  year  the  making  of  that  loan  and  any 
receipts  from  that  loan.  In  order  to  carry  that  paper,  however,  the 
Treasury  obviously  is  carrying  debt  floated  at  a  much  higher  rate  than 
the  3  percent.  This  does  not  show  up  anywhere  except  in  the  lump 
sum  of  interest  on  the  public  debt,  paid  by  the  Treasury.  In  that 
sense  the  Federal  Government  is  already  bearing  the  cost  of  this. 

What  the  bill  does  is  to  provide  that  when  you  want  to  pool  these 
loans,  and  the  difference  will  be  shown  explicitly,  where  it  is  currently 
implicitly  shown.  We  are  carrying  the  cost  of  that  now,  but  you  do 
not  see  it  anywhere. 

Mr.  Gonzalez.  What  about  the  statement,  though,  made  by  some¬ 
body,  I  believe  the  minority  leader,  that  this  will  increase  the 
primary  home  market  financing  costs;  in  other  words,  will  have 
adverse  effects  on  that  market? 

Mr.  Schultze.  Well,  there  are  two  points  on  this.  Let  us  take 
the  total  participations  which  we  plan  to  sell  of  $4.2  billion  in  fiscal 
1967. 

First,  this  compares  with  total  mortgage  loans  outstanding  in  the 
American  economy  of  $342  billion,  which  increased  by  $30  billion  in 
1  year.  So  we  are  talking  about  relatively  small  amounts. 

Second,  the  major  point  is  the  point  that  I  made  earlier  to  Mr.  Fino. 
That  if  we  attempted  to  get  rid  of  all  the  mortgages  directly  by  selling 
them  individually  into  the  market,  the  only  buyers  would  be  the 
mortgage  lenders.  The  sales  would  sop  up  funds  specifically  in  the 
mortgage  lending  field,  whereas  by  selling  participations  which  are 
attractive  to  lenders  all  the  way  across  the  board,  you  avoid  this 
heavy  immediate  impact  on  mortgage  financing. 

I  would  conclude,  with  all  due  respect  to  Mr.  Widnall,  far  from 
doing  what  his  statement  says  it  does,  the  bill  does  exactly  the  oppo¬ 
site,  and  enables  the  Government  to  reduce  the  claim  on  the  Treasury 
of  tills  big  portfolio  through  a  means  which  does  not  hit  the  mortgage 
market. 

Mr.  Gonzalez.  Then  you  would  say  this  would  have  a  counter 
inflationary  effect? 

Mr.  Schultze.  It  has  some  effect,  but  I  think  it  is  really  neutral 
on  that  particular  point. 

Mr.  Gonzalez.  Thank  you  very  much. 

The  Chairman.  Mr.  Minish? 

Mr.  Minish.  Mr.  Chairman,  I  ask  unanimous  consent  to  insert  in 
the  record  a  statement  dealing  with  excerpts  from  President  Eisen¬ 
hower’s  various  budget  messages  and  recommendations  from  1954  to 
the  report  of  the  Committee  on  Federal  Credit  Programs. 

The  Chairman.  Without  objection,  so  ordered. 

(The  information  referred  to  follows:) 

Sales  of  Assets  Quotes 

EXCERPTS  FROM  PRESIDENT  EISENHOWER’S  VARIOUS  BUDGET  MESSAGES 

January  1954:  “To  encourage  the  substitution  of  private  financing  for  Federal 
outlays  in  the  areas  of  greatest  housing  need,  I  shall  urge  the  Congress  to  au¬ 
thorize  two  new  mortgage  insurance  programs,  as  well  as  to  liberalize  certain 
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existing  programs.  *  *  *  The  policy  of  this  administration  is  to  sell  the  mort¬ 
gages  now  held  by  the  Association 'as  rapidly  as  the  mortgage  market  permits. 
Assuming  satisfactory  market  conditions,  receipts  from  these  sales  and  from  other 
sources  in  1955  will  exceed  expenditures  by  an  estimated  $166  million.  This 
contrasts  with  net  expenditures  of  $379  million  in  1953,  and  $62  million  estimated 
for  1954.” 

January  1955:  “Private  capital  will  be  gradually  substituted  for  Government 
investment  until  the  Government  funds  are  fully  repaid  and  the  private  owners 
take  over  responsibility  for  the  program.  The  Federal  National  Mortgage 
Association  will  make  commitments  for  immediate  or  deferred  purchases  of  $423 
million  in  mortgages  insured  under  the  urban  renewal,  armed  services,  cooperative, 
and  other  especially  urgent  housing  programs  which  I  have  specifically  desig¬ 
nated.  Sales  of  mortgages  together  with  repayments  and  other  receipts,  however 
are  expected  to  be  $255  million  greater  than  expenditures.” 

January  1956:  “In  addition,  purchases  of  mortgages  by  the  Association  under 
its  secondary  market  program  are  expected  to  increase  in  1957  to  $290  million. 
Except  for  temporary  Treasury  loans,  the  funds  required  will  be  obtained  from 
sale  of  debentures  and  stock  to  private  investors,  and  the  purchases  are  shown  as 
trust  expenditures,  rather  than  budget  expenditures.  By  the  end  of  the  fiscal 
year  1957,  private  purchases  of  stock  will  have  made  an  excellent  start  toward 
the  goal  of  replacing  a  Government  activity  with  a  private  company.” 

January  1958:  “With  more  realistic  mortgage  prices,  it  should  be  possible  to 
restore  the  incentive  for  private  financing  originally  intended  under  the  Housing 
Act  of  1954  and  thus  avoid  the  necessity  for  additional  large  amounts  of  new  obli- 
gational  authority  to  finance  purchases  of  mortgages  under  this  program  and 
under  programs  for  armed  services  and  cooperative  housing.” 


Cl 


THE  SUBSTITUTION  OF  PRIVATE  FOR  FEDERAL  CREDIT  WAS  A  KEY  ASSUMPTION 

UNDERLYING  THE  1961  REPORT  OF  THE  COMMISSION  ON  MONEY  AND  CREDIT 

Some  of  the  members:  Frazar  B.  Wilde,  chairman,  Connecticut  General  Life 
Insurance  Co.;  Joseph  M.  Dodge,  chairman  of  the  board,  the  Detroit  Bank  & 
Trust  Co. ;  Lamar  Fleming,  Jr.,  chairman  of  the  board,  Anderson,  Clayton  &  Co. ; 
Gaylord  A.  Freeman,  Jr.,  president,  the  First  National  Bank  of  Chicago;  David 
Rockefeller,  president,  the  Chase  Manhattan  Bank;  and  Jesse  W.  Tapp,  chairman 
of  the  board,  Bank  of  America,  N.  T.  and  S.  A. 

“The  Commission  believes  that  Government  intervention  to  improve  the  effec¬ 
tiveness  of  credit  markets  should  be  designed  to  influence  existing  private  financial 
institutions  or  to  stimulate  new  private  institutions  rather  than  to  establish  gov¬ 
ernmental  direct  lending  agencies.” 


KEY  RECOMMENDATIONS  FROM  THE  1662  REPORT  OF  THE  COMMITTEE  ON  FEDERAL 

CREDIT  PROGRAMS 

Members:  Douglas  Dillon,  David  E.  Bell,  Walter  W.  Heller,  and  William 
McC.  Martin,  Jr.: 

“Accordingly,  the  Committee  believes  that  Federal  credit  programs  should,  \J 
in  the  main  and  whenever  consistent  with  essential  program  goals,  encourage  and 
supplement,  rather  than  displace  private  credit. 

“Government-financed  credit  programs  should,  in  principle,  supplement  or 
stimulate  private  lending,  rather  than  substitute  for  it.  They  should  not  be 
established  or  continued  unless  they  are  clearly  needed.  Unless  the  urgency 
of  other  goals  makes  private  participation  infeasible,  the  methods  used  should 
facilitate  private  financing,  and  thus  encourage  longrun  achievement  of  program 
objectives  with  a  minimum  of  Government  aid.” 

REPUBLICAN  MINORITY  REPORT,  HOUSE  WAYS  AND  MEANS  COMMITTEE  REPORT,  88TH 

CONGRESS,  1ST  SESSION  (MAY  1963)  ON  H.R.  6009 - TO  PROVIDE  TEMPORARY  IN¬ 

CREASES  IN  THE  PUBLIC  DEBT  LIMIT 

“The  administration  also  can  always  reduce  its  borrowing  requirements  by 
additional  sales  of  marketable  Government  assets.  *  *  * 

“For  example,  when  the  Secretary  of  the  Treasury  was  before  the  committee 
on  February  27,  we  suggested  that  it  was  incumbent  upon  the  administration  to 
show  ‘good  faith’  before  coming  to  the  Congress  for  an  additional  increase  in 
borrowing  authority.  We  pointed  out  that  the  Government  held  about  $30 
billion  in  loans,  many  of  which  were  readily  marketable.  In  fact,  there  was  a  very 
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good  market  for  many  of  these  loans.  Instead  of  increasing  its  offering  of  these 
loans  to  private  lenders,  the  administration  was  then  acting  on  the  supposition 
that  the  Congress  would  automatically  accede  to  a  request  for  an  increase  in  its 
borrowing  authority. 

“It  was  also  pointed  out  to  the  Secretary  of  the  Treasury  that  the  Government 
had  other  assets  which  might  be  liquidated,  such  as  the  stockpile  of  strategic 
materials  amounting  to  about  $8.7  billion. 

“Our  refusal  to  grant  the  administration’s  request  last  February  produced 
‘results.’  In  the  interim  of  less  than  2  months  the  administration  found  that 
it  could  increase  revenues  from  the  sale  of  loans  by  an  additional  $1  billion  for 
fiscal  1963.  Now,  the  administration  estimates  that  it  will  realize  $2,082  billion — 
as  contrasted  with  an  original  estimate  of  only  $0,929  billion  less  than  2  months 

ago.”  Ir 

The  Republican  members  who  signed  the  minority  report  were:  John  W. 
Byrnes,  Howard  H.  Baker,  Thomas  B.  Curtis,  Victor  A.  Knox,  James  B.  (Jtt, 
Jackson  E.  Betts,  Bruce  Alger,  Steven  B.  Derounian,  Herman  T.  Schneebeli, 
and  Harold  R.  Collier. 

Mr.  Weltner.  Will  the  gentleman  yield? 

Mr.  Barr,  when  we  were  discussing  the  SBA  participation  matter 
here,  you  and  I  engaged  in  what  turned  out  to  be  a  consensus,  I  think, 
on  the  value  of  increasing  insured  programs  and  diminishing  loan 
programs. 

Now,  insofar  as  this  bill  takes  the  Government  out  of  business  as  a 
loan  holder  and  as  a  mortgage  manager,  I  am  very  much  in  favor  of  it. 
However,  I  think  this  is  only  part  of  the  problem;  it  is  only  half  of 
the  problem.  To  me  it  does  not  seem  to  be  quite  realistic  to  have 
Mr.  Schultze  say,  as  he  says  in  his  summary  on  page  8,  that  the 
Government  should  “play  its  historic  role  in  assisting  credit  through 
risk  assumption  without  building  up  unnecessarily  a  huge  portfolio 
of  loans.”  We  are  not  meeting  that  goal  simply  by  disposing  of 
loans,  unless  at  the  same  time  we  have  changes  in  our  programs 
which  will  convert  to  insurance  programs. 

I  am  wondering  why  it  is  we  cannot  have  both  of  these  at  one 
time?  Why  cannot  we  consider  disposing  of  mortgage  portfolios 
and  converting  to  guarantee  programs? 

Mr.  Barr.  Director  Schultze  has  indicated  that  the  second  part 
of  your  question,  converting  direct  loans  to  an  insured  program,  is 
under  constant  scrutiny  and  is  underway  in  the  Farmers  Home 
Administration. 

I  might  add  also  that  as  we  sell  these  assets,  what  we  are  in  effect 
doing  is  substituting  our  guarantee  for  our  money,  so  we  are  accom¬ 
plishing  the  same  purpose. 

Mr.  Weltner,  But  you  have  to  go  through  the  long,  complicated 
process  to  do  it  when  it  is  so  simple  to  put  a  guarantee  on  the  back  of 
an  instrument  and  sign  the  name.  You  do  not  have  to  appropriate 
money,  you  do  not  have  to  borrow  money  in  the  first  place,  appro¬ 
priate  it  and  lend  it  out.  I  am  wondering  if  it  is  the  policy  of  the 
administration  and  the  Bureau  of  the  Budget  and  the  Department 
of  the  Treasury,  consistent  with  the  recommendations  of  the  Commis¬ 
sion  on  Money  and  Credit  and  of  the  Federal  Credit  Programs  Com¬ 
mittee  appointed  by  President  Kennedy,  to  convert  to  insurance  pro¬ 
grams.  Why  do  we  not  do  so? 

Mr.  Barr.  We  should  move  in  that  direction. 

Mr.  Weltner.  Would  there  be  any  objection  to  amending  this 
bill  to  seek,  on  the  part  of  the  appropriate  agencies  of  the  adminis¬ 
tration,  a  full  survey  and  review  of  loan  programs,  with  specific  legis¬ 
lative  proposals  for  converting  loan  programs  to  insurance  programs? 
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Mr.  Barr.  Mr.  Weltner,  Director  Schultze  and  I  would  accept  this 
recommendation  from  Congress  and  if  you  would  like  to  write  it  into 
this  bill,  we  see  no  objection.  We  would  undertake  such  a  study  and 
report  back  to  the  Congress. 

Mr.  Weltner.  I  think  that  might  be  very  helpful  and  it  would  be 
a  step  in  the  right  direction. 

Mr.  Barr.  Director  Schultze  would  like  to  speak  to  part  of  your 
question  on  the  insurance. 

Mr.  Schultze.  I  did  want  to  point  out  that  in  the  last  2  years 
there  have  been  three  programs  where  we  have  either  moved  or  have 
proposed  to  the  Congress  to  move  in  the  direction  you  have  indicated. 
Two  of  them  were  successful  and  one  is  before  the  Congress  and  is  not 
making  a  lot  of  progress.  One  is  the  Farmers  Home  Administration 
conversion  which  is  already  in  effect  and  the  second  was  the  institution 
last  year  of  guaranteed  student  loan  programs  rather  than  the  direct 
loan  program. 

The  third  this  year  was  the  proposal  to  substitute  a  similar  arrange- 
ment  for  the  National  Defense  Education  Act  loan.  That  is,  as  I  *• 
say,  submitted  and  as  far  as  I  know  it  is  not  doing  too  well  so  far. 
We  have  moved  in  this  direction.  There  are  difficulties  in  doing  it, 
but  it  is  our  policy  to  do  so  in  cases  where  it  is  possible. 

Mr.  Weltner.  I  thank  the  Under  Secretary  for  his  response  to 
that  suggestion.  I  will  proceed  with  that  amendment. 

Mr.  Todd.  Will  the  gentleman  yield? 

Mr.  Weltner.  I  do  not  have  the  floor. 

The  Chairman.  Mr.  Halpern. 

Mr.  Halpern.  Secretary  Barr,  you  quoted  from  the  minority 
views  on  the  Committee  on  Ways  and  Means.  You  will  note  that 
the  minority  in  1963  was  referring  to  the  sale  of  that  portion  of  the 
$30  billion  in  assets  held  by  the  Federal  Government  that  were  really 
marketable.  Are  you  implying  that  the  bill  before  us  refers  only  to 
readily  marketable  assets?  Of  course  it  does  not,  and  I  am  quite 
sure  you  do  not  mean  it. 

Mr.  Barr.  Mr.  Halpern,  I  did  not  write  that  report.  There  were 
other  gentlemen  who  wrote  the  report.  The  proposal  we  have  here 
today  will  make  these  assets  readily  marketable.  They  will  meet 
your  qualification.  I  would  have  to  refer  you  to  the  Ways  and4| 
Means  Committee,  to  the  minority,  for  a  precise  definition  on  what™ 
they  meant  by  readily  marketable. 

Mr.  Halpern.  Why  are  they  readily  marketable? 

Mr.  Barr.  Because  we  are  willing  to  pay  the  market  rate,  and 
under  this  program  this  is  what  we  are  prepared  to  do. 

Mr.  Halpern.  They  are  Government  guaranteed.  That  is  what 
makes  them  marketable. 

Mr.  Barr.  We  either  loan  the  money  directly,  in  which  case  there 
is  no  reason  for  a  guarantee,  or  we  guarantee  a  third  party  who  makes 
the  loans. 

Mr.  HalPern.  Also,  Mr.  Secretary,  the  way  the  names  are  used 
here  the  name  of  Eisenhower,  for  example — reminds  me  of  the  tech¬ 
nique  recently  employed  by  the  State  Department  in  the  famous 
Eisenhower-Kennedy  white  paper  on  Vietnam.  Also,  Mr.  Secretary, 
in  the  morning  paper,  the  Washington  Post,  there  is  a  quotation  from 
a  high  Government  official.  It  quotes  this  unnamed  official  as  saying 
that  if  some  method  cannot  be  found  to  induce  private  financing  of 
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growing  social  and  welfare  problems,  the  Government  will  be  forced 
to  assume  all  of  the  responsibilities  itself. 

Now,  it  quotes  this  unnamed  official  as  saying: 

In  that  case  the  Republicans  would  seem  to  be  inviting  a  Federal  credit  structure 
wholly  competitive  with  the  private  market. 

Now,  Mr.  Secretary,  if  by  chance  you  bump  into  that  official, 
please  tell  him  for  the  Republicans  that  what  is  most  disturbing  to 
the  Republicans  is  that  the  administration’s  proposal  would  create 
a  whole  new  system  of  subsidized  financing,  as  this  bill  does. 

Of  course,  the  FNMA’s  participations  will  always  be  readily  salable, 
no  matter  what  the  assets  are  that  are  pooled.  With  this  guarantee 
participations  can  be  sold  on  any  assets.  This  is  a  device  for  un¬ 
limited  financing  of  sub-market-rate  loan  programs.  It  could  drive 
the  savings  and  loans,  banks,  and  insurance  companies  out  of  the 
home  loan  mortgage  field.  It  would  drive  investment  bankers  out  of 
the  municipal  financing  field.  So,  as  I  say,  if  you  see  this  unnamed 
i  high  official,  please  tell  him  that  this  new  system  of  subsidized  financ- 
*  ing  is  disturbing  to  the  Republicans  and  actually  it  ought  to  be  the 
concern  of  everybody  who  believes  in  the  free  enterprise  system. 

Mr.  Barr.  I  will  be  delighted  to  convey  your  message.  I  am  not 
sure  who  that  unnamed  Government  official  was.  Mr.  Schultze  and 
I  agree  that  it  was  not  either  of  us. 

Let  me  speak  to  your  points,  Mr.  Halpern. 

First  of  all,  we  just  could  not  agree  that  what  we  are  proposing 
here  is  going  to  wreck  the  savings  and  loan  industry  or  that  it  is  going 
to  wreck  the  banking  industry.  On  the  contrary,  I  think  it  offers  an 
opportunity  for  disposing  of  an  enormous  portfolio  of  loans.  I  do  not 
look  at  this  Government  as  a  bank.  I  do  not  look  at  it  as  an  insur¬ 
ance  institution.  I  look  at  it  as  a  Government  designed  to  govern 
and  meet  the  needs  of  the  people.  This  is  our  objective  in  this 
legislation. 

Now,  as  to  the  FNMA  authority,  of  course  they  have  this  authority 
to  draw  on  the  Treasury.  That  underlies  the  guarantee  that  they 
give  to  the  private  investor.  But,  Mr.  Halpern,  I  would  like  to  point 
out  very  carefully,  we  are  not  relying  on  this  legislation  for  the 
FNMA  to  draw  on  the  Treasury  as  a  primary  backup  for  these  se- 
)  curities.  The  primary  backup  is  the  guarantee  of  the  agency  and 
the  agency  gets  its  backup  from  the  appropriating  committees  of  the 
Congress,  subject  to  annual  scrutiny  and  review.  In  my  opinion, 
this  program  tightens  rather  than  loosens  congressional  control  over 
very  substantial  sums  of  money. 

Mr.  Halpern.  The  article  to  which  I  referred  contains  direct 
quotes.  I  am  not  paraphrasing  this  in  any  way  and  I  would  like  to 
also  add  that  I  am  not  inflexible  on  this  legislation,  but  I  want  the 
record  clear  and  I  want  to  be  mighty  sure  of  all  its  implications  and 
as  commendable  as  the  presentations  of  our  distinguished  witnesses 
are,  there  appears  to  be  wide  differences  of  opinion. 

My  time  has  expired. 

The  Chairman.  It  is  about  12  o’clock.  We  have  another 
bill  that  the  Treasury  is  very  much  interested  in,  H.R.  5305,  a  bill 
dealing  with  the  verification  and  destruction  of  unfit  currency.  They 
need  this  bill  through.  It  is  an  urgent  measure  and  I  just  wonder  if 
we  could  get  unanimous  consent  to  pass  it  with  one  amendment, 
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to  strike  out  the  Weltner  amendment  that  would  require  25  separate 
amendments  to  the  Federal  Reserve  Act,  since  it  is  not  directly 
related  to  this  act;  I  understand  he  is  agreeable  to  striking  it  out. 
Mr.  Minish  is  in  a  position  to  strike  it  out.  If  the  members  of  the 
committee  are  willing  to  pass  it,  I  urge  that  we  act  now.  Would  there 
be  any  objection? 

Mr.  Widnall.  We  support  that  and  you  can  expect  support  of 
our  side  of  the  aisle. 

The  Chairman.  Suppose,  Mr.  Minish,  you  make  a  motion  to 
report  the  bill  out  with  that  amendment. 

Mr.  Minish.  So  moved  with  the  amendment. 

The  Chairman.  You  report  it  to  the  House  favorably  with  in¬ 
structions  to  the  chairman  to  take  such  action. 

All  in  favor  say  ‘'aye.” 

(Chorus  of  “ayes.”) 

The  Chairman.  All  opposed  say  “no.” 

The  “ayes”  have  it;  it  is  unanimous.  M 

I  assume  we  will  adjourn  at  12,  now.  * 

Mr.  Widnall.  Mr.  Chairman,  I  think  we  should  adjourn  at 
12  o’clock.  I  hope  you  do  not  ask  permission  while  the  House  is  in 
session.  I  am  sure  we  are  going  to  have  a  short  session. 

The  Chairman.  We  will  ask  the  members  then  to  come  back  at 
2  o’clock.  If  the  House  is  still  in  session  we  will  ask  them  to  come 
back  immediately  after  the  House  is  adjourned. 

With  that  understanding  we  will  stand  in  recess. 

(Whereupon,  at  11:58  a.m.,  the  committee  recessed,  to  reconvene 
at  2  p.m.,  the  same  day.) 

AFTERNOON  SESSION 

Present:  Representatives  Patman  (presiding),  Barrett,  Reuss, 
Moorhead,  Gonzalez,  Minish,  Weltner,  Hanna,  Gettys,  Todd, 
Ottinger,  McGrath,  Hansen,  Annunzio,  Rees,  Widnall,  Talcott, 
Clawson,  and  Mize 

The  Chairman.  The  committee  will  please  come  to  order. 

Mr.  Halpern  had  just  finished  and  then  we  recognized  Mr.  Minish 
and  Mr.  Minish  used  his  time  and  now,  then,  it  is  Mr.  Weltner  who|y 
is  next.  ™ 

Mr.  Talcott.  Mr.  Chairman,  may  I  make  a  parliamentary  inquiry? 

The  Chairman.  Yes,  sir. 

Mr.  Talcott.  I  would  like  to  inquire  about  the  interest  of  the 
Postmaster  General  in  this  committee.  This  is  the  first  time  in  my 
experience  that  a  Cabinet  officer  has  spent  the  whole  time  auditing 
a  committee  meeting  of  our  committee. 

The  Postmaster  General  was  present  at  our  meeting  all  morning. 

I  just  wondered  why  a  Cabinet  officer  was  interested  in  this  bill. 

The  Chairman.  We  feel  honored  that  he  was.  Of  course,  if  he 
can  be  helpful  he  is  ready  to  do  it.  We  appreciate  it. 

Mr.  Gettys.  If  the  Postmaster  General  is  present  I  would  re¬ 
spectfully  urge  that  the  Chair  recognize  him.  He  is  one  of  the  great 
Americans. 

The  Chairman.  One  of  the  greatest  in  the  country. 

Mr.  Gettys.  I  would  like  to  have  the  opportunity  to  pay  my 
respects  to  him.  * 

The  Chairman.  We  will  pay  our  respects  to  him.  We  appreciate 
the  fact  that  you  called  it  to  our  attention. 
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Mr.  Talcott.  I  am  also  pleased  and  honored  that  the  Banking 
and  Currency  Committee  would  have  such  an  important  official 
present. 

Mr.  Gettys.  Mr.  Chairman,  Mr.  Secretary,  Mr.  Schultze,  May  I 
ask  if  this  whole  idea  is  just  purely  a  matter  of  selling  assets  to  raise 
operating  capital?  Is  that  what  it  amounts  to? 

Mr.  Barr.  No,  sir,  it  is  not.  As  I  stated  in  my  statement,  Mr. 
Gettys,  the  objective  we  have  here  is  to  reduce  to  acceptable  pro¬ 
portions  the  Government’s  portfolio  of  direct  loans. 

Mr.  Schultze  and  I  have  mentioned  that  we  are  not  in  the  banking 
business.  Unless  we  take  action  along  this  line  our  portfolio  next 
year  will  total  around  $39  billion.  We  think  that  this  is  unacceptable 
and  that  the  Government's  business  is  to  govern  and  to  meet  the  needs 
of  the  people.  Consequently,  our  objective  is  to  reduce  these  port¬ 
folios  by  substituting  private  for  public  capital. 

Mr.  Gettys.  The  effect,  Mr.  Secretary,  of  the  enactment  of  this 
J  ^  bill  will  be  the  conversion  of  negotiable  instruments  into  cash?  Is 
j  I  that  not  in  effect  what  it  will  do? 

Mr.  Barr.  Yes,  in  effect,  you  are  converting  a  direct  loan,  an  asset, 
into  cash.  That  is  correct. 

Mr.  Gettys.  What  use  will  be  made  of  those  funds,  the  cash  funds 
that  will  come  into  the  Treasury? 

Mr.  Barr.  The  cash  funds  will  flow  back  into  FNMA.  They  will 
be  returned  to  the  agency  and  the  agency  can  dispose  of  the  funds  as 
the  Congress  determines  under  existing  law — the  law  is  not  changed 
it  varies  from  agency  to  agency,  Mr.  Gettys. 

Mr.  Gettys.  Is  it  not  true  that  $4  billion — $4.7  billion — of  private 
capital  will  probably  be  applied  to  the  purchase? 

Mr.  Barr.  That  is  correct,  sir. 

Mr.  Gettys.  In  a  sense,  would  that  not  have  some  anti-inflationary 
effect  upon  the  economy? 

Mr.  Barr.  Mr.  Gettys,  I  think  the  best  answer  we  can  give  is 
that  this  legislation  is  approximately  neutral.  It  might  have  a  bit 
of  anti-inflationary  character,  in  that  it  may  permit  us  to  enter  the 
long  end  of  the  market. 

Mr.  Gettys.  That  is  not  a  characteristic  of  the  bill? 
j  |  Mr.  Barr.  It  is  basically  neutral  legislation. 

I  *  Mr.  Gettys.  If  enacted,  if  this  bill  becomes  law,  is  it  not  true  that 
probably  the  administration  will  not  have  to  come  to  the  Congress, 
in  the  light  of  present  circumstances,  for  a  tax  increase?  Would  it 
have  some  effect  on  reducing  the  possibility  that  a  tax  increase  may 
be  necessary? 

Mr.  Barr.  I  would  have  to  answer  this  very  carefully,  and  I  want 
to  be  completely  candid,  Mr.  Gettys. 

The  President  has  put  the  tax  question  in  the  perspective  of,  first, 
the  foreign  policy  involvement  of  the  United  States — especially  in 
Vietnam.  That  is  No.  1. 

Secondly,  the  price  level  of  this  country.  As  we  said,  this  bill  is 
neutral  as  far  as  the  price  level  consideration  is  concerned.  It  has 
no  effect,  of  course,  on  the  foreign  policy  involvements  of  the  United 
States.  So  I  do  not  believe  I  could  candidly  and  honestly  say  it 
will  have  much  effect  on  whether  or  not  we  ask  for  a  tax  increase, 
Mr.  Gettys. 

Would  you  agree,  Mr.  Schultze? 
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Mr.  Schultze.  That  is  basically  correct. 

Mr.  Gettys.  Is  it  not  probable  that  any  request  for  an  increase 
in  the  debt  limit  this  year,  the  amount  of  the  increase,  if  such  request 
develops  would  be  reduced  by  the  enactment  of  this  bill? 

Mr.  Barr.  Yes;  more  accurately  it  will  be  reduced  in  the  following 
year,  but  the  total  amount  will  be  reduced. 

Mr.  Gettys.  Thank  you. 

The  Chairman.  Mr.  Talcott? 

Mr.  Talcott.  Firstly,  I  would  like  to  say  to  the  Secretary  and 
the  Director  that  I  am  pleased  that  they  agreed  to  change  the  word 
from  “may”  to  “shall”  on  page  3,  line  5.  After  all  the  trouble  I  had 
with  you  and  Mr.  Davis  trying  to  get  that  point  across  I  am  grateful 
for  this. 

There  were  a  couple  of  other  minor  points  that  I  would  like  to  discuss 
quickly  if  I  may. 

Mr.  Schultze,  you  were  referring  to  a  $30  billion  amount  of  direct 
Federal  loans.  But  it  is  really  $33  billion,  is  it  not? 

Mr.  Schultze.  That  is  correct,  sir.  I  used  the  round  figure. 

Mr.  Talcott.  Mr.  Secretary,  you  referred  to  this  business  of  selling 
assets.  But  we  are  really  not  selling  assets,  we  are  selling  credits,  are 
we  not?  Is  there  not  an  important  distinction  between  selling  assets 
and  selling  credits? 

Mr.  Barr.  Perhaps  I  do  not  understand  it.  Under  normal  account¬ 
ing  methods,  when  you  take  your  money  and  loan  it  to  a  person,  you 
have  an  asset  in  the  form  of  his  obligation  to  repay. 

Mr.  Talcott.  It  is  like  when  selling  your  car  you  are  dealing  with 
the  pink  slip,  but  not  the  real  ownership  of  the  car. 

Mr.  Barr.  You  have  some  equity,  I  assume.  I  am  not  sure  what 
you  mean  by  the  pink  slip,  Mr.  Talcott. 

Mr.  Talcott.  It  is  an  owner’s  certificate. 

Mr.  Barr.  It  is  some  claim  on  an  equity  or  else  I  assume  you 
would  not  loan  the  money.  In  that  respect,  I  would  class  it  as  an 
asset.  Accounting  distinctions  can  be  confusing.  These  are  assets 
in  my  opinion. 

Mr.  Talcott.  I  think  there  is  some  distinction.  One  other  little 
comment: 

You  suggested  that  your  intentions  were  good  and  that  you  were^i 
still  struggling  with  some  language  here.  I  think  we  all  know  that™ 
the  streets  and  corridors  in  Washington  as  well  as  the  roads  to  another 
well  known  place,  are  paved  with  good  intentions. 

Mr.  Barr.  Mr.  Schultze  has  accepted  your  language  on  the  other 
point,  too.  This  is  on  the  “may”  or  “shall”. 

Mr.  Talcott.  You  said  you  are  going  to  confer  with  us  on  the 
other  point.  Have  you  come  to  agreement  on  that? 

Mr.  Schultze.  What  Mr.  Widnall  was  after  was  the  change - 

Mr.  Talcott.  Was  an  “and”  instead  of  an  “or”. 

Mr.  Schultze.  We  agree  in  substance  but  that  language  will  not  do 
it.  If  I  may  explain. 

As  I  understand  what  Mr.  Widnall  was  getting  at,  he  wanted  to 
make  all  participations,  whether  or  not  they  carried  submarket 
interest  rates  subject  to  the  same  type  of  appropriation  authorization 
now  provided  only  for  the  submarket  interest-rate  participations.  We 
agreed  to  that.  However,  putting  the  word  “and”  in  will  not  accom¬ 
plish  that  purpose.  We  have  some  suggested  language  that  will 
accomplish  the  purpose.  That  change  in  the  “and”  will  not  do  it. 
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Mr.  Talcott.  I  am  pleased  to  hear  that,  also. 

Mr.  Schultze.  I  must  confess  we  had  to  confer  and  converse  and 
discuss  this  pretty  hurriedly  but  to  the  best  of  our  knowledge  the  general 
approach  is  agreeable. 

Mr.  Talcott.  You  are  still  willing  to  confer  with  us  on  the  language 
that  will  be  necessary. 

Mr.  Schultze.  That  is  correct.  I  think  we  have  some  suggested 
language. 

Mr.  Talcott.  Mr.  Secretary,  when  the  committee  was  consider¬ 
ing  the  SBA  participation  bill  many  members  were  disturbed  that  the 
prospectus  for  the  sale  of  SBA  subordinated  debentures  only  stated 
that  the  debentures  were  guaranteed  by  SBA.  They  were  disturbed 
that  it  had  not  been  made  clear  that  the  full  faith  and  credit  of  the 
United  States  was  back  of  the  guarantee. 

I  have  in  my  hand  the  prospectus  for  the  last  offering  of  FNMA 
participation  certificates  in  the  amount  of  $410  million.  It  is  dated 
k  March  16,  1966.  In  this  six-page  prospectus  there  is  only  one  para- 
j )  graph  which  is  in  italic.  Let  me  read  it  to  you. 

Timely  payment  of  principal  of  and  interest  on  the  participation  certificates  is 
guaranteed  by  the  Federal  National  Mortgage  Association,  a  corporate  instru¬ 
mentality  of  the  United  States.  (See  letter  of  the  Secretary  of  the  Treasury 
appearing  later  in  this  prospectus  regarding  availability  of  funds  for  such  guar¬ 
anty.)  The  participation  certificates  are  not  obligations  of  and  are  not  guaranteed 
by  the  United  States. 

I  direct  your  attention  to  the  last  sentence  which  states — 

The  participation  certificates  are  not  obligations  of  and  are  not  guaranteed  by 
the  United  States. 

Since  FNMA  is  to  sell  participation  certificates  for  all  agency 
participation  sales  programs,  I  presume  that  any  such  prospectus  in 
the  future  will  also  state  “the  participation  certificates  are  not  obliga¬ 
tions  of  and  are  not  guaranteed  by  the  United  States.” 

Mr.  Barr.  That  is  correct. 

Mr.  Talcott.  Can  you  tell  us  just  what  is  the  nature  of  this 
guarantee? 

Mr.  Barr.  The  nature  of  the  guarantee — you  are  speaking  of  the 
participation  sales  guarantee? 
j  I  As  I  mentioned— — 

I  r  Mr.  Talcott.  Excuse  me  one  moment.  A  very  strict  time  limit 
has  been  imposed  here.  I  have  been  notified  my  time  is  up. 

Can  he  finish  his  answer  now? 

The  Chairman.  Certainly. 

Mr.  Barr.  Fine.  The  nature  of  the  guarantee  follows  two  routes. 
The  agency  under  this  new  language  “shall”  guarantee  the  certificates. 
What  right,  or  what  authority,  does  the  agency  have  to  live  up  to 
this  language,  it  “shall”  quarantee?  If  it  is  a  submarket  loan,  it 
gets  that  right  and  authority  so  far  as  the  interest  deficiency  is  con¬ 
cerned,  through  the  Appropriations  Committee.  Beyond  that,  it  has 
the  right  to  guarantee  interest  and  principal  from  funds  that  are 
authorized  and  appropriated  for  the  program.  That  is  where  the 
agency  guarantee  flows  from. 

In  addition,  FNMA,  under  its  corporate  powers,  has,  as  you  know 
under  section  306(d),  the  right  to  draw  on  the  U.S.  Treasury  to  meet 
timely  payments  of  interest  and  principal.  We  do  not  anticipate  that 
we  will  need  to  rely  on  the  FNMA  draw  on  the  Treasury.  The  way 
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we  conceive  of  this  legislation  is  that  the  agency  and  in  turn  the  Ap¬ 
propriations  Committees,  will  supply  the  guarantee  behind  these 
securities. 

Mr.  Talcott.  Thank  you,  Mr.  Chairman. 

The  Chairman.  Mr.  Todd  and  then  Mr.  Ottinger. 

Mr.  Todd.  Thank  you,  Mr.  Chairman. 

Mr.  Schultze,  I  would  like  to  expand  a  little  on  Mr.  Getty’s  ques¬ 
tion.  The  income  accounts  budget  is  a  budget  which  affects  the  fiscal 
policy  of  the  Government,  is  it  not? 

Mr.  Schultze.  That  is  correct. 

Mr.  Todd.  Is  that  not  the  one,  whether  it  is  balanced  or  out  of 
balance  would  determine  whether  or  not  the  Federal  budget  is  defla¬ 
tionary  or  inflationary  in  terms  of  price  level? 

Mr.  Schultze.  It  measures  most  closely,  economists  think,  the 
impact  of  the  budget  on  the  economy,  that  is  correct. 

Mr.  Todd.  So  from  the  standpoint  of  the  fiscal  policy  it  should  be 
the  budget  we  are  looking  at? 

Mr.  Schultze.  Correct.  ■ 

Mr.  Todd.  Can  you  advise  the  committee  whether  or  not  in  your 
opinion  this  legislation  will  affect  the  income  accounts  budget? 

Mr.  Schultze.  This  legislation  will  not  affect  the  national  income 
accounts  budget  in  and  of  itself.  In  effect,  what  it  will  do,  however, 
is  put  the  regular  administrative  budget  on  a  basis  which  is  much 
closer  to  the  national  income  accounts — not  exactly,  but  essentially 
it  does  that. 

The  effect  of  this  is  to  make  the  budget  a  much  more  accurate 
measure  of  the  impact  of  the  Federal  Government’s  fiscal  actions  on 
the  economy. 

Mr.  Todd.  I  see. 

Mr.  Schultze.  This  is  the  essence  of  it. 

Mr.  Todd.  The  legislation  in  and  of  itself  does  not  affect  the  need 
of  the  Congress  to  watch  its  expenditures  in  this  particular  area 
because  of  the  heavy  impact  of  Vietnam  on  our  total  impact? 

Mr.  Schultze.  It  makes  the  budget  presented  to  the  Congress,  the 
one  that  Congress  debates,  a  more  accurate  measure  of  the  impact. 

Mr.  Todd.  Then  I  understand  how,  in  relation  to  this  it  would 
have  little  effect  or  lack  of  need  for  tax  increase. 

In  this  connection,  I  simply  would  like  to  say  that  for  some  time  ill 
have  been  advocating  in  my  own  district  a  tax  increase,  and  I  believe 
that  by  and  large  individuals  believe  that  this  is  a  wise  policy  action. 

I  do  not  think  it  is  necessarily  politically  unpopular  and  I  very  much 
commend  the  President  for  his  statement  yesterday  that  we  should 
look  hard  at  this  as  an  alternative  to  having  prices  continuing  up.  I 
have  been  more  concerned  about  prices  rising  than  others. 

In  this  connection,  it  may  be  a  little  beside  the  point — I  hope  that 
your  Bureau  would  take  a  good  look  at  the  removal  of  the  investment 
tax  credit  against  income  tax  of  corporations  because  I  think  this  does 
have  severe  inflationary  impact.  Since  I  suppose  a  fair  amount  of  the 
debates  concerning  this  legislation  will  be  whether  it  is  inflationary  or 
anti-inflationary  I  think  that  is  a  valid  reason  for  bringing  up  tax 
matters  at  the  time. 

Mr.  Schultze.  Yes,  sir. 

The  Chairman.  Mr.  Ottinger. 
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Mr.  Ottinger.  Mr.  Chairman,  Mr.  Secretary,  Mr.  Schultze.  First 
of  all,  I  would  like  to  commend  you  for  giving  some  very  excellent 
testimony  on  this  bill. 

We  are  in  a  time  of  exceedingly  tight  money  in  terms  of  the  private 
sector,  of  soaring  interest  rates.  If  we  take  an  additional  $4.7  billion 
from  the  private  sector  do  you  anticipate  that  this  would  have  any 
drastic  effect  either  on  making  it  more  difficult  for  the  homebuilders 
and  so  forth  to  get  the  money  they  need,  and  on  interest  rates? 

Mr.  Barr.  Mr.  Ottinger,  as  you  can  see  from  the  fiscal  year  1967 
budget,  if  we  are  to  maintain  the  program  level  that  has  been  en¬ 
visaged  in  the  budget,  we  would  either  raise  the  money  either  through 
this  route  or  through  direct  Treasury  borrowing — the  impact  would 
be  the  same  on  the  money  markets. 

The  only  way  we  can  reduce  the  pressures  on  the  money  market 
would  be  to  raise  taxes,  as  Mr.  Todd  suggested,  or,  alternatively,  to 
cut  the  programs. 

Mr.  Ottinger.  Would  you  like  to  comment  on  why  this  route  is 
1 )  selected  and  on  what  kind  of  effect  it  will  have  in  interest  rates? 

Mr.  Barr.  As  I  said,  on  interest  rates  it  will  be  neutral. 

Mr.  Ottinger.  What  do  you  anticipate  the  effect  will  be  of  either 
one  of  those  alternatives? 

Mr.  Barr.  If  we  raise  taxes  or  cut  the  programs  pressure  would  be 
removed  from  the  money  market  and  there  would  be  a  tendency  for 
the  markets  to  perhaps  become  a  little  easier  and  rates  to  decline. 
If  we  take  the  participation  route  or  borrow  through  the  Treasury, 
the  impact  is  the  same.  If  you  want  to  reduce  pressures  on  the  money 
market,  you  have  to  raise  taxes  or  cut  the  programs. 

Mr.  Ottinger.  Why  was  this  alternative  chosen? 

Mr.  Barr.  It  was  chosen  at  this  time  because  it  was  obvious  our 
portfolios  were  getting,  in  my  opinion,  unacceptably  high. 

Mr.  Ottinger.  There  are  a  couple  of  technical  provisions  that  I  do 
not  clearly  understand. 

On  page  2,  line  15,  subparagraph  (4),  it  says: 

Participations  or  other  instruments  issued  by  the  Association  pursuant  to  this 
subsection  shall  to  the  same  extent  as  securities  which  are  direct  obligations 
guaranteed  as  to  principal  or  interest  by  the  United  States  be  deemed  to  be 
exempt  securities  within  the  meaning  of  the  laws  administered  by  the  Securities 
j  |  and  Exchange  Commission. 

What  is  the  purpose  of  that? 

Mr.  Barr.  The  purpose  of  that  is  that  the  SEC  was  not  designed  to 
regulate  this  type  of  instrument.  It  was  designed  as  a  protection  in 
private  offerings.  All  these  programs  are  scrutinized  by  the  Congress, 
they  are  in  effect  public  programs. 

Mr.  Ottinger.  This  does  not  create  anything  different  from  what 
presently  exists? 

Mr.  Barr.  Not  at  all. 

Mr.  Ottinger.  The  provision  on  the  next  page  that  the  trust  or 
trusts  shall  be  exempt  from  all  taxation.  Is  that  going  to  make  any¬ 
thing  exempt  from  taxation? 

Mr.  Barr.  That  is  a  peculiar  provision.  I  had  trouble  with  that 
when  I  looked  at  it  myself.  It  works  this  way.  If  you  buy  a  par¬ 
ticipation  in  a  pool  of  assets,  which  might  contain  tax  exempt  obliga¬ 
tions — some  of  the  college  housing  loans  are  tax  exempt- — the  tax 
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exemption  privilege  will  not  flow  through  to  you  as  an  investor  in  the 
participation  pool.  You  will  be  taxed  under  the  Federal  tax  system. 
You  will  owe  Federal  taxes  on  the  income  you  get  from  it. 

Mr.  Ottinger.  If  you  have  a  mixed  bag  of  tax  exempt  and  non¬ 
exempt  obligations  involved  in  a  single  participation,  this  does  not 
extend  tax  exemption  where  it  did  not  exist? 

Mr.  Barr.  In  other  words,  the  purchaser  cannot  buy  tax  exemption 
via  the  participation  route.  He  will  pay  Federal  taxes  on  all  income 
from  this  source. 

Mr.  Ottinger.  What  about  in  terms  of  State  taxes? 

Mr.  Barr.  All  these  obligations  are  subject  to  State  taxes. 

Mr.  Ottinger.  They  are  also  subject  to  State  taxes? 

Mr.  Barr.  Yes. 

Mr.  Ottinger.  I  have  no  further  questions. 

The  Chairman.  Mr.  Clawson? 

Mr.  Clawson.  Thank  you,  Mr.  Chairman. 

Mr.  Barr,  you  have  mentioned  two  alternatives  in  connection  with 
the  passage  of  this  bill,  the  tax  increase  or  cut  in  programs. 

Would  a  third  alternative  be,  to  ask  for  an  increase  in  the  statutory 
interest  rate  of  434  percent  which  our  chairman  is  vigorously  opposed 
to?  Would  that  be  a  third  alternative? 

Mr.  Barr.  No,  sir,  I  do  not  think  so  because  we  could  raise  this 
money  within  the  5-year  maturity  area. 

Mr.  Clawson.  What  kind  of  pressure  would  build  up  then? 

Mr.  Barr.  It  would  put  more  pressure  on  the  short  end  of  the 
market,  the  under-5-year  area. 

Mr.  Clawson.  I  have  had  some  personal  difficulty  with  my  limited 
knowledge  of  this  entire  bill,  about  reconciling  the  distinction  between 
the  public  and  the  private  financing  discussed  here.  Both  FNMA 
and  Treasury  Department  will  be  financing  in  the  same  private 
capital  markets,  wall  they  not?  Do  not  Treasury  Department  and 
FNMA  finance  in  the  same  capital  markets? 

Mr.  Barr.  Yes,  they  do. 

Mr.  Clawson.  How  can  we  reconcile  the  distinction  that  has  been 
drawn  during  the  course  of  this  hearing  between  the  private  and  public 
clients? 

Mr.  Barr.  What  we  are  referring  to  here  is  that  we  now  have  a 
portfolio  of  approximately  $33  billion  in  loans.  Roughly,  since  World 
War  II,  we  have  raised  95  percent  of  the  money  in  taxes  and  5  percent 
by  borrowing.  As  I  understand  the  distinction  here,  when  we  make  a 
direct  loan  and  hold  it,  we  are  really  using  the  money  paid  in  by  tax¬ 
payers  or  money  that  we  have  raised  by  borrowing.  That  is  obviously 
public  funds. 

When  we  sell  these  securities,  however,  we  are  obviously  involving 
private  market.  We  are  not  using  the  taxpayer’s  dollar.  We  are 
not  using  money  we  have  borrowed.  We  are  pulling  in  the  private 
money.  That  is  the  distinction. 

Mr.  Clawson.  In  connection  with  the  sales  that  you  have  men¬ 
tioned  the  language  used  in  the  bill  is,  “beneficial  interest  and  par¬ 
ticipation” — this  term  is  mentioned  some  10  times  in  the  bill.  What 
does  “beneficial  interest”  mean  as  you  have  used  it  in  this  bill?  How 
do  you  define  that? 

Mr.  Barr.  I  am  advised  by  our  legal  counsel  that  it  is  another  way 
of  saying  participation.  It  is  synonymous. 
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Mr.  Clawson.  I  see.  It  is  a  synonymous  term. 

Mr.  Barr.  Yes,  sir. 

Mr.  Clawson.  Are  these  beneficial  interests  and  participations 
instruments  of  sale  or  are  they  debt  instruments?  Can  we  draw  a 
distinction  here? 

Mr.  Barr.  I  am  advised  here  again  that  a  beneficial  interest  usually 
relates  to  a  trust. 

Mr.  Hanna.  Will  the  gentleman  yield?  I  think  Mr.  Clawson  in 
all  circumstances  in  which  you  have  a  pool  you  must  create  an 
instrument  which  is  an  indicia  of  your  ownership  of  the  pool  and  that 
instrument  is  really  what  we  are  talking  about.  In  other  words,  the 
pool  itself  does  not  move.  It  remains  in  the  place  where  it  was. 

Mr.  Clawson.  Thank  you  very  much. 

Now,  I  would  like  to  know  at  this  point  about  the  ownership  of 
this  instrument.  Is  there  actually  a  passing  of  title  to  the  private 

investor?  t  . 

Mr.  Barr.  Title  does  not  pass  to  the  private  investor.  The 

beneficial  interest — — 

Mr.  Clawson.  Then  what  is  the  sale  concept? 

Mr.  Barr.  He  is  purchasing  a  beneficial  interest  in  a  pool  of 
assets. 

Mr.  Clawson.  Without  a  passage  of  title? 

Mr.  Barr.  That  is  correct,  if  you  are  talking  about  the  ultimate 
investor.  But  title  to  the  assets  in  the  pool  does  pass  to  the  trustee, 
and  the  investor  purchases  an  individed  interest  in  the  pool. 

Mr.  Clawson.  That  is  a  beneficial  interest  then  in  what,  the 
FNMA  and  its  power  to  borrow  on  the  Treasury? 

Mr.  Barr.  It  is  beneficial  interest  in  a  group  of  assets.  It  might 
be  college  housing,  might  be  mortgages,  might  be  Small  Business 
Administration  loans.  It  is  in  a  pool  of  assets  guaranteed  by  the 
agency  backed  up  by  an  appropriation  of  the  Congress. 

Mr.  Clawson.  And  backed  up  by  the  Treasury  of  course,  even¬ 
tually,  is  it  not?  . 

Mr.  Barr.  Backed  up  in  the  ultimate  by  the  Congress,  sir.  I  he 
Treasury  has  nothing  but  the  authority  of  Congress. 

Mr.  Clawson.  The  investor  would  interpret  that  the  Federal 
Government  is  backing  this  “beneficial  interest  and  participation”? 

Mr.  Barr.  That  is  correct. 

Mr.  Clawson.  And  they  are  backing  it — the  same  way  as  the 
public  looks  upon  the  insurance  of  a  bank  deposit  by  the  FDIC  as  a 
Government  guarantee? 

Mr.  Barr.  That  is  correct. 

Mr.  Clawson.  I  have  no  further  questions. 

The  Chairman.  Mr.  McGrath? 

Mr.  McGrath.  I,  too,  want  to  commend  the  Secretary  and  Di¬ 
rector  in  their  candid  and  clear  testimony  here  today. 

I  have  a  few  questions. 

When  FNMA  would  prepare  to  sell  participations,  would  it  decide 
what  the  mix  would  be  on  the  kind  of  obligations  represented  and 
what  the  participations  would  be? 

Mr.  Schultze.  This  would  be  a  combination  of  Treasury,  FNMA, 
possibly  the  agency  involved.  But  I  would  presume  that  at  all 
stages,  FNMA  and  the  Treasury  would  work  closely  together  in 
making  specific  determinations  as  to  the  proper  mix. 
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Mr.  McGrath.  As  I  understand  it,  the  bill  as  we  have  it  now 
would  give  the  VA  Administrator  an  additional  mechanism  by 
which  to  sell  VA  obligations. 

Mr.  Schultze.  This  simply  preserves — section  6  preserves  his 
existing  rights. 

Mr.  McGrath.  He  could  use  the  existing  system  or  he  could  use 
the  new  system. 

Mr.  Schultze.  Either  one.  He  has  in  the  past  and  we  intend  in 
the  future  to  sell  through  FNMA,  but  we  thought  it  best  to  preserve 
the  right  that  he  now  has. 

Mr.  McGrath.  That  is  all  I  have. 

The  Chairman.  Mr.  Hansen? 

Mr.  Hansen.  Thank  you,  Mr.  Chairman. 

Mr.  Schultze,  on  page  6  of  your  testimony  you  start  off  with  the 
Department  of  Agriculture  and  mention  the  Farmers  Home  Adminis¬ 
tration.  Does  that  mean  that  there  will  be  no  effect  on  tfie  REA 
items?  M 

Mr.  Schultze.  That  is  correct.  The  Secretary  of  Agriculture  ^ 
submitted  to  the  Congress,  I  think,  about  a  week  ago,  a  separate 
bill  relating  to  REA.  It  is  not  the  same  process  at  all. 

Mr.  Hansen.  There  is  no  intent  then  at  all  to  inject  tne  REA  or 
REC  items  that  are  held  by  the  Rural  Electrification  Administration? 

Mr.  Schultze.  You  are  quite  correct. 

Mr.  Hansen.  Now,  following  what  Mr.  McGrath  touched  on, 
wherein  do  these  new  certificates — I  assume  from  what  has  been  said 
that  there  would  be  a  new  type  of  instrument  created  for  sale  to  tne 
public.  Wherein  do  they  differ  from  what  FNMA  has  apparently 
been  marketing? 

Mr.  Schultze.  I  think  as  a  matter  of  fact  insofar  as  the  market  is 
concerned,  these  are  really  the  same  kind  of  certificates  that  have 
already  been  issued.  The  real  difference  is  that  under  existing 
statute  there  is  a  limitation  on  the  agencies  that  can  participate,  and 
assets  that  can  be  put  into  the  pool.  This  bill  before  you  extends  the 
basic  concept  to  other  programs,  other  assets,  and  specifically  makes 
provision  for  the  pooling  of  assets  which  are  yielding  below-market 
interest  rates.  Up  to  now  FNMA  has  only  been  selling  participations 
in  assets  whose  interest  payments  cover  the  amount  that  they  have 
to  pay  to  the  purchaser.  This  bill  extends  the  technique  to  other 
assets  and  other  agencies. 

Mr.  Hansen.  In  other  words,  there  would  not  be  any  noticeable 
difference  as  far  as  the  purchaser  of  the  securities  are  concerned. 

Mr.  Schultze.  That  is  quite  correct. 

Mr.  Hansen.  Now,  can  you  tell  us  approximately  what  the  inci¬ 
dence  of  bank  purchases  of  FNMA  securities  have  been  in  the  past 
as  against  individual  investors? 

Mr.  Schultze.  I  think  we  have  a  rundown  somewhere  on  it.  If 
you  will  give  me  just  a  moment,  Mr.  Hansen. 

Mr.  Hansen.  Yes. 

Mr.  Schultze.  I  have  separate  figures  for  the  different  pools — 
FNMA  has  sold  several  issues. 

I  do  not  have  a  sum. 

Mr.  Hansen.  The  percentages. 

Mr.  Schultze.  On  the  series  A,  which  was  the  first  one,  commercial 
banks  have  17  percent;  mutual  savings  banks  have  8  percent;  life 
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insurance  companies,  1  percent;  fire,  casualty,  and  marine  companies, 

6  percent;  savings  and  loans,  6  percent;  corporations,  out  of  general 
funds,  1  percent  and  pension  funds  another  1  percent;  State  and  lccal 
governments  have  about  11  percent — most  of  them  in  their  pension 
funds. 

Private  individuals  have  six-tenths  of  a  percent  and  48  percent  is 
classified  under  all  other  investors,  but  a  very  large  part  of  that  is 
bank  nominees.  I  would  presume  trust  funds  and  the  like.  I 
rounded  these  off. 

Now,  this  percentage  varies  from  issue  to  issue,  but  I  think  one 
interesting  point  is  that  as  the  issues  have  gone  on,  State  and  local 
pension  funds  have  picked  up  a  larger  amount  of  the  share.  For 
example,  in  the  third  issue,  they  have  about  20  percent. 

Mr.  Hansen.  This  next  point,  Mr.  Barr,  relates  to  the  question  or 
suggestion  of  Mr.  Gettys  a  minute  ago. 

As  one  who  has  had  a  little  experience  in  the  E-bond  program,  I 
.would  say  one  of  the  important  points  used  in  sponsoring  the  sale  of 
'that  security  to  the  American  public  was  the  fact  that  the  sale  of  E 
bonds  to  individuals  would  have  a  deflationary  effect  in  time  of  war 
and  during  other  periods. 

The  point  that  I  would  like  to  see  cleared  up,  if  possible,  for  my 
own  thinking,  is  the  question  of  the  same  factor  being  applied  to  this 
type  of  security.  It  would  strike  me  that  if  48  percent  of  this  security 
is  going  into  the  kind  of  investment  portfolios  that  bury  it  and  do  not 
create  new  money  with  it,  that  this  would  have  a  beneficial  effect  as 
far  as  our  inflationary  situation  is  concerned.  Do  you  have  some 
comment  on  it?  My  time  is  up,  but  you  may,  I  suppose,  answer 
the  question. 

Mr.  Barr.  Could  we  submit  that  for  the  record?  This  is  pretty 
tricky.  There  is  a  distinction  here  between  the  E-bond  program 
and  this  program.  I  would  like  to  be  accurate  in  our  presentation. 

(The  information  requested  follows:) 

It  is  expected  that  the  enlarged  sale  of  participation  certificates,  which  would 
be  authorized  by  H.R.  14544,  will  have  essentially  neutral  economic  effects. 
Economists  generally  are  agreed  that  the  national  income  and  product  account 
budget  provides  the  most  useful  guide  regarding  the  effects  of  Federal  fiscal 
.policy.  The  participation  sales  will  not  affect  the  Federal  Government  deficit  in 
7this  account,  which  is  expected  to  be  $500  million  in  fiscal  1967  compared  to  $2.2 
billion  in  fiscal  1966.  In  addition,  since  the  purchasers  of  the  participation  cer¬ 
tificates,  on  the  basis  of  March  31,  1966,  ownership  data,  are  generally  also  the 
important  investors  in  Treasury  obligations,  it  can  be  expected  that  the  monetary 
effects  of  the  sale  will  also  be  essentially  neutral.  That  is,  the  sale  of  participation 
certificates  will  reduce  the  amount  of  Treasury  securities  which  would  be  other¬ 
wise  outstanding,  so  that  the  primary  effect  will  be  a  shift  in  the  portfolios  of 
these  investors.  There  may  be  a  slight  restrictive  effect,  however,  because  some 
of  the  participation  certificates  will  be  sold  in  the  long-term  market,  but  this 
will  be  marginal.  The  broad  appeal  of  participation  certificates,  consequently, 
has  the  result  of  minimizing  any  restrictive  effect  of  the  sales,  and,  in  particular, 
avoids  the  possibility  of  placing  undue  strain  on  any  segment  of  the  capital 
market,  such  as  the  mortgage  financing,  which  the  direct  sale  of  a  large  volume 
of  assets  having  a  narrower  appeal  might  entail. 

Mr.  Hansen.  Thank  you  very  much. 

The  Chairman.  Mr.  Mize? 

Mr.  Mize.  Thank  you,  Mr.  Chairman. 

What  would  be  the  size  or  denomination  of  these  participation 
certificates? 

Mr.  Barr.  In  the  last  issue,  Mr.  Mize,  the  denominations  were 
from  $5,000,  as  a  minimum,  up  to  $1  million. 
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Mr.  Mize.  Why  is  there  any  limitation  on  who  can  buy  these? 

Mr.  Barr.  There  is  none. 

Mr.  Mize.  Assuming  we  do  want  to  get  this  kind — get  these  assets 
in  your  portfolio  out  in  the  private  sector  and  that  is  the  main  reason 
you  say  you  are  proponents  of  this  program,  is  not  this  a  bad  time  to 
be  selling  this  paper  in  view  of  the  very  high  cost  of  money?  Why 
cannot  we  put  it  off  for  a  couple  of  years  until  the  interest  rates  have 
gone  down? 

Mr.  Barr.  I  suppose,  Mr.  Mize,  that  you  could  make  the  same 
point  in  the  case  of  borrowing  Treasury  money.  The  only  alternatives 
are  to  cut  programs  or  to  increase  taxes. 

Mr.  Mize.  Excuse  me.  When  you  say  “cut  programs”  you  mean 
all  programs? 

Do  you  personally  anticipate  a  lowering  of  interest  rates  in  general 
during  the  next  6  or  8  months? 

Mr.  Barr.  There  is  a  long  tradition  in  the  Treasury,  we  would  not 
predict  what  would  happen  to  interest  rates  tomorrow.  So,  if  you^ 
will  forgive  me  I  will  maintain  the  tradition  running  back  to  Alexander® 
Hamilton. 

Mr.  Mize.  Thank  you,  Mr.  Chairman. 

The  Chairman.  Mr.  Annunzio? 

Mr.  Annunzio.  I  have  no  questions,  but  I  want  to  make  a  state¬ 
ment  commending  the  Under  Secretary  and  the  Director  of  the  Budget 
for  their  clear,  concise  statement  that  goes  to  the  root  of  the  problem 
before  us  today;  namely,  (1)  who  can  participate  in  buying  these 
bonds;  (2)  who  assumes  the  loan  risks;  and  (3)  which  are  the  par¬ 
ticipating  F ederal  agencies.  I  am  happy  to  support  the  legislation  and 
I  urge  mv  colleagues  on  the  Banking  and  Currency  Committee  to 
take  action  and  to  approve  as  fast  as  they  can  the  legislation  before 
us  today. 

The  Chairman.  Mr.  Reuss? 

Mr.  Reuss.  I  want  to  go  again  to  a  point  that  has  been  brought 
up  several  times  in  some  of  the  earlier  questions  which  have  been 
asked.  It  was  intimated  that  these  would  take  money  away  from  the 
existing  supply  of  money  which  might  be  available  for  construction, 
or  plant  expansion,  or  whatever. 

Is  it  not  true,  for  example,  that  if  you  issue  $4.7  billion  worth  of  A 
these  certificates  in  fiscal  year  1967,  it  would  not  take  away  from  the®" 
money  available  for  the  private  economy,  because  it  is  money  which 
is  going  to  be  dead  money  anyway,  whether  it  is  short-term  Treasury 
or  whatever  it  may  be? 

Mr.  Barr.  That  is  true,  sir. 

Mr.  Reuss.  So  it  does  not  affect  the  available  money  market; 
available  primarily  for  construction. 

Mr.  Barr.  That  is  correct. 

Mr.  Reuss.  We  had  hearings  a  couple  of  weeks  ago  in  which  we 
were  talking  about  section  302  debentures  which  sold  at  5%  net  on  to 
6  percent.  Let  us  assume  that  this  act,  H.R.  14544,  had  been  the 
law,  and  that  you  would  be  pooling  these  SBA  debentures  under  this 
new  system.  Can  you  say  that  there  would  have  been  easier  sale,  and 
that  the  interest  rates  might  have  been  lower? 

Mr.  Barr.  Unquestionably.  As  you  mentioned,  Mr.  Reuss,  the 
SBA  debentures  went  off  at  5%  plus  a  quarter  point.  The  last  issue 
of  FNMA  went  off  at  5.39  percent,  so  there  is  a  three-eighths  difference 
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between  the  rate  on  the  SBA  debenture  and  the  rate  that  would  have 
been  paid  if  sold  as  part  of  a  direct  sale  in  a  participation.  The  dif¬ 
ference  is  36  basis  points,  or  nearly  three-eighths  percent. 

If  you  assume  the  whole  $120  million  was  sold,  we  could  have  done 
this  transaction  $450,000  cheaper  under  the  participation  route  than 
we  could  have  under  the  direct  sale  route. 

Mr.  Reuss.  So  that  when  you  start  looking  at  everything  that  is 
going  to  be  financed  under  $4.7  billion  next  year,  you  can  say  the 
actual  savings  will  be  quite  a  few  million  dollars? 

Mr.  Barr.  When  compared  with  the  direct  sale  of  the  agencies 
into  the  markets  themselves.  Yes,  sir,  I  would  say  so. 

Mr.  Reuss.  It  also  gives  you  a  lot  better  chance  to  look  at  these 
higher  markets  from  a  centralized  position  rather  than  having  each 
agency  go  into  the  market.  It  allows  you  to  combine  short-,  long-, 
and  medium-term  debt. 

Mr.  Barr.  That  is  a  very  important  point.  Literally,  in  this 
.last  few  months,  people  were  knocking  each  other  down  trying  to  get 
'through  the  door  into  the  market  and  it  became  extremely  difficult. 
Coordination  is  an  important  point. 

Mr.  Reuss.  In  terms  of  your  SBA  debentures,  it  would  allow  you 
to  take  a  bit  more  sophisticated  look  at  the  market  in  terms  of  what 
is  going  to  happen  5  or  6  months  or  a  year  ahead,  rather  than  saying 
we  have  to  go  now  at  this  time. 

Thank  you. 

The  Chairman.  All  right,  let  us  see.  Anybody  else?  Mr.  Hanna 
has  not  asked  any  questions.  Mr.  Hanna? 

Mr.  Hanna.  I  am  sorry  I  was  not  here  when  my  turn  came  and  I 
appreciate  your  giving  me  just  a  few  minutes. 

One  particular  question  that  I  wanted  to  ask  about  FNMA.  They 
are  going  to  be  the  major  functioning  force  here  anti  I  am  concerned 
that  FNMA  recently  announced  that  they  would  not  be  a  secondary 
market  for  mortgages  over  $15,000.  That  announcement  must 
have  come  for  some  reason.  Can  you  tell  me  what  was  behind  that 
move  and  does  that  in  any  way  reflect  the  problems  for  this  program? 

Mr.  Schultze.  Mr.  Hanna,  I  am  not  sure  I  can  give  you  a  full 
answer.  Of  course  FNMA  would  be  in  a  much  better  position  to 
^answer  your  question. 

My  point  is  that  I  do  not  want  to  substitute  my  expertise  for  theirs. 
My  understanding  of  the  situation  is  as  follows:  the  FNMA  secondary 
market,  of  course,  is  making  a  secondary  market  in  terms  of  buying 
and  selling.  I  do  not  know  the  exact  numbers,  but,  as  I  recall,  FNMA 
estimated  that  secondary  market  mortgage  purchases  during  this 
year  would  exceed  $2  billion.  This  would,  in  terms  of  accumulation 
in  any  one  year,  seem  to  the  housing  people  to  be  too  much.  As  one 
means  of  holding  down  the  flow  of  credit  into  the  market  during  this 
kind  of  period,  where  we  do  have  problems  with  possible  inflationary 
situations,  they  decided  to  impose  a  $15,000  limit. 

In  other  words,  they  were  not  in  a  situation  here  of  balancing  off 
sales  and  purchases,  but  since  purchases  were  very  heavy  this  was  an 
attempt  to  slow  that  down.  It  was  not  an  attempt  to  reverse  it. 

Mr.  Hanna.  That  should  be  made  clear  because  there  is  going  to 
be  unsympathetic  feeling  of  those  in  the  West  who  have  a  situation 
in  which  the  mortgages  are  all  at  $15,000  or  above,  so  they  took  the 
greatest  load  and  they  are  going  to  be  considerably  upset  and  left. 
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It  would  have  been  different  if  it  had  been  done  across  the  United 
States  with  the  same  effect.  The  effect  would  come  harder  and 
harder  on  that  area  of  the  country  which  had  the  higher  mortgages. 

Mr.  Schultze.  I  am  not  sure  I  am  right  on  this,  but  I  would  also 
think  the  other  side  of  it  is,  even  with  this  limit,  they  will  be  buying 
this  fiscal  year,  probably  in  the  neighborhood  of  $1.8  billion  in  mort¬ 
gages.  I  think  much  of  that  probably  will  go  to  the  west  coast, 
given  the  nature  of  the  mortgage  market.  I  do  not  think  the  net 
effect  is  one  sided. 

Mr.  Hanna.  I  wanted  to  make  clear,  Mr.  Chairman,  while  I  have 
the  mike,  that  even  though  we  have  been  bandying  around  a  $4.2  and 
$4.7  billion  figure,  this  legislation  has  the  total  effect  of  $2.85  billion. 

Mr.  Barr.  That  is  correct. 

Mr.  Hanna.  That  had  better  be  clear  in  there,  so  this  does  not  get 
mixed  up  in  the  presentations  on  the  floor.  As  I  understand  it,  this 
$2.85  billion  will  cover  programs  in  five  agencies:  Farmers  Home 
Administration,  HEW,  college  housing,  CFA,  and  SB  A. 

Mr,  Barr.  That  is  correct. 

Mr.  Hanna.  That  wall  be  the  additives  to  what  we  are  already 
doing.  As  I  understand  questions  that  have  been  raised  by  some  of 
the  members — is  not  in  a  sense  the  participations  that  will  come  out  of 
the  pool,  about  the  same  thing  that  a  stock  is  to  indicate  an  ownership 
in  the  company?  The  ownership  comes  in  the  paper.  I  own  a  piece 
of  stock,  I  can  deal  in  that.  I  imagine  there  will  be  a  market  for 
dealing  in  these  participations,  just  as  there  is  for  stocks  and  bonds? 

Mr.  Barr.  That  is  correct. 

Mr.  Hanna.  That  is  exactly  the  kind  of  paper  we  are  talking  about, 
is  that  right? 

Mr.  Barr.  That  is  right. 

Mr.  Hanna.  I  think  we  ought  to  know,  Mr.  Chairman — I  really 
think  that  we  got  to  distinguish  between  the  criticism  we  will  get  from 
the  minority  that  is  directed  toward  the  majority’s  problem  which  is 
our  debt  management.  And  we  are  going  to  have  the  debt  ceiling 
before  us.  What  is  the  expense  in  the  debt  ceiling  that  we  anticipate 
this  year,  Mr.  Schultze? 

Mr.  Schultze.  I  really  think  Mr.  Barr  is  the  best  to  answer  that. 
I  do  not  think  we  have  an  answer  at  the  moment.  I 

Mr.  Barr.  We  do  not  have  a  precise  answer.  I  can  give  you  a 
theory  that  has  worked  rather  consistently  over  the  past  few  years.  I 
am  not  saying  that  we  will  stick  to  the  theory  and  even  if  we  propose 
it  that  the  Congress  would  approve  it.  The  theory  has  been  that  the 
deficit  of  one  year  indicates  the  debt  limit  increase  for  the  following 
year.  In  other  words,  if  our  deficit  this  year  is  in  the  neighborhood 
of  $6  billion,  it  would  indicate  that  we  would  have  to  raise  the  debt 
limit  for  fiscal  year  1967  by  $6  billion.  That  is  the  theoretical  esti¬ 
mate. 

Mr.  Hanna.  I  imagine  that  if  we  did  not  get  this  program  through 
it  may  be  the  debt  limit  may  be  more. 

Mr.  Barr.  That  is  possible,  but  there  is  always  a  year’s  lag. 

Mr.  Hanna.  Is  not  this  a  program  to  change  the  United  States 
from  being  a  holder  of  paper  assets  to  an  operator  of  a  revolving  fund? 

Mr.  Barr.  That  is  correct.  That  is  the  real  objective. 

Mr.  Hanna.  I  appreciate  the  time. 

The  Chairman.  The  Chair  needs  the  direction  of  the  committee 
at  this  point.  Today  is  Thursday,  it  is  3  o’clock.  We  can  either  go 


PARTICIPATION  SALES  ACT  OF  1966 


59 


ahead  and  finish  this  bill  this  afternoon  or  if  not  this  afternoon, 
tomorrow,  or  we  could  come  back  here  next  week  and  start  again. 

What  is  the  wish  of  the  committee? 

Mr.  Barrett.  Mr.  Chairman,  I  move  we  terminate  these  public 
hearings  and  go  into  executive  session  in  order  that  we  may  report 
this  bill  out  this  afternoon. 

Mr.  Talcott.  Just  a  minute;  we  haven’t  even  had  a  chance  to 
ask  some  questions. 

Mr.  Retjss.  I  second  it. 

The  Chairman.  Mr.  Widnall? 

Mr.  Widnall.  I  would  like  to  speak  to  the  question.  I  think  we 
have  a  second. 

Mr.  Chairman,  this  is  an  extremely  important  measure.  It  was 
only  introduced  on  yesterday  as  I  recall  and  the  administration  sent 
up  its  message  on  it  within  a  matter  of  hours. 

We  have  known  such  a  proposal  was  in  the  offing.  But  it  seems  to 
me  it  has  a  tremendous  impact  on  the  economy  and  on  the  way  of 
1  doing  business  with  respect  to  the  mortgage  market  and  it  can  have 
a  very  material  effect  upon  those  who  are  engaged  in  mortgage  loans 
throughout  the  United  States  and  many  segments  of  our  economy. 

I  cannot  understand  why  there  is  such  a  pressure  for  immediate 
action  so  that  it  does  not  seem  that  we  are  going  to  invite  in  and  call 
in  those  who  should  testify  with  respect  to  the  impact,  possible  impact 
on  their  own  particular  industries,  how  it  would  affect  the  private 
economy,  what  it  would  do  with  respect  to  the  availability  of  assets 
for  purchase  of  one  line  of  mortgages  or  one  line  of  Government 
securities  or  participations  such  as  these  are. 

I  cannot  fathom  any  real  reason  for  immediate  action  on  this.  I 
do  think  in  a  matter  that  is  really  of  momentous  concern  to  the  admin¬ 
istration  and  to  the  country,  that  warrants — that  people  will  be  sus¬ 
picious  of  us.  And  I  think  the  committee  itself  is  entitled  to  a  written 
notice  that  there  is  going  to  be  an  executive  session  on  this  bill.  I  do 
not  think  there  should  be  this  type  of  hurry  up,  where  people  have 
already  left,  because  there  is  no  business  on  the  House  floor  and  there 
is  no  projected  business  as  far  as  I  know  for  next  week  except  for  some 
humane  bills  that  have  to  do  with  dogs  and  truly,  it  certainly  is  not 
j  \  a  propitious  time  to  be  considering  this. 

I  personally  strongly  oppose  having  the  executive  session  at  this 
time  and  would  urge  upon  the  majority  that  in  their  wisdom  they 
invite  some  others  in  to  testify  on  the  bill  and  postpone  final  consider¬ 
ation  of  the  bill  until  some  other  witnesses  have  had  the  opportunity 
to  testify.  There  has  been  no  public  notice  of  the  fact  that  hearings 
are  going  to  wind  up  today,  to  the  best  of  my  knowledge.  I  do  not 
think  the  press  had  any  knowledge  of  this.  I  do  not  think  that  others 
who  might  be  interested  have  any  knowledge  of  this. 

Mr.  Barrett.  Will  the  gentleman  yield? 

Mr.  Widnall.  Yes;  I  yield. 

Mr.  Barrett.  If  we  continue  the  hearings,  would  there  be  any¬ 
thing  the  gentlemen  from  the  Treasury  Department  could  add  or 
detract  to  make  this  bill  more  palatable? 

Mr.  Barr.  As  far  as  the  administration  is  concerned,  Mr.  Barrett, 
we  have  nothing  more  to  add. 

Mr.  Schultze.  I  agree. 
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Mr.  Barrett.  If  the  committee  takes  this  action  is  there  a  possi¬ 
bility  we  would  prevent  a  tax  increase? 

Mr.  Barr.  I  want  to  insist  on  this,  Mr.  Barrett — it  is  a  rather 
neutral  bill.  We  are  after  the  disposal  of  assets  in  this  bill. 

Mr.  Barrett.  Of  course,  we  did  have  this  in  the  Eisenhower 
administration.  This  is  not  new  to  this  committee. 

Mr.  Barr.  That  is  correct. 

Mr.  Barrett.  I  do  not  see  why  we  cannot  conclude  the  public 
hearings  and  go  into  executive  session. 

The  Chairman.  I  would  like  to  make  one  statement  in  answer  to 
Mr.  Widnall  about  the  suddenness  of  this. 

During  a  preceding  administration  back  during  the  Great  Depression, 

I  knew  of  bills  that  came  up  in  mimeographed  form  and  were  pre¬ 
sented  on  the  floor  immediately  just  like  that.  I  think  you  will  find 
the  great  RFC  bill  was  passed  in  1932  that  way. 

Mr.  Widnall.  Mr.  Chairman,  are  you  saying  we  are  in  the  midst 
of  a  great  depression  and  we  have  to  act  immediately?  g 

The  Chairman.  No,  but  I  am  just  referring  to  the  administration  " 
when  the  Great  Depression  was  on. 

Mr.  Talcott.  But  we  do  not  have  an  emergency  like  that  now, 
or  do  we? 

The  Chairman.  I  am  just  referring  to  another  administration. 
Not  only  that,  but  in  subsequent  administrations  both  under  Repub¬ 
licans  and  Democrats,  bills  have  been  acted  upon  quickly.  We  could 
stay  here  a  month,  but  to  my  mind,  we  would  not  have  anything  new. 
We  all  know  what  the  score  is  on  this  and  a  fight  on  this  bill  will  be 
on  the  floor  of  the  House.  We  all  know  that.  I  hope  we  can  vote 
and  do  what  the  majority  says. 

Mr.  Annunzio.  I  move  the  previous  question. 

Mr.  Widnall.  Last  week  we  had  before  us  the  SBA  participation 
bill.  We  had  a  number  of  days  of  hearings.  This  has  been  junked 
after  a  number  of  days  of  hearings.  Now  you  ask  approval  of  this 
overall  participation  bill  in  just  1  day.  This  bill  is  supposed  to 
replace  public  with  private  credit.  Now,  this  has  been  said  not 
once,  but  a  number  of  times.  We  have  not  had  one  single  private 
witness  before  this  committee  and  it  is  incredible  to  me  that  you  are 
expecting  this  committee  to  vote  on  this  proposition  involving  billions^ 
of  dollars  without  having  one  single  witness  from  private  industry. 

I  strongly  oppose  this  action. 

The  Chairman.  Mr.  Reuss? 

Mr.  Reuss.  I  ask  for  a  vote. 

Mr.  Annunzio.  I  moved  the  previous  question. 

Mr.  Talcott.  Just  before,  when  I  was  questioning  the  witness,  I 
was  interrupted  right  at  the  middle  of  a  question.  I  have  a  couple  of 
more  questions. 

The  Chairman.  You  had  as  much  time  as  the  rest  of  us. 

Mr.  Talcott.  I  had  only  5  minutes. 

The  Chairman.  That  is  right.  The  gentleman  moved  the  previous 
question.  We  cannot  yield  to  Mr.  Talcott.  There  is  a  question  of 
whether  we  will  get  through  this  afternoon  or  not. 

Mr.  Talcott.  Mr.  Chairman,  a  parliamentary  inquiry,  of  the 
administration  witnesses  here  today;  do  they  have  objection  to 
answering  my  questions? 
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The  Chairman.  We  are  not  taking  up  any  more  questions.  There 
is  a  motion  and  this  takes  precedence.  That  ends  the  argument.  We 
are  just  yielding  to  you. 

Mr.  Talcott.  I  feel  I  am  being  pressured,  not  yielded  to. 

The  Chairman.  Submit  them  for  the  record  and  they  will  answer 
them  in  the  transcript.  You  will  be  glad  to  answer  any  questions, 
would  you  not,  gentlemen? 

Mr.  Barr.  Yes. 

The  Chairman.  There  is  a  motion  for  the  question. 

Those  in  favor  of  the  previous  question  make  known  by  saying 
“aye.” 

(Chorus  of  “ayes.”) 

The  Chairman.  Opposed? 

(Chorus  of  “noes.”) 

The  Chairman.  The  “ayes”  appear  to  have  it. 

The  question  is  on  the  previous  question. 

.  Mr.  Talcott.  I  ask  for  a  record  vote. 

The  Chairman.  All  in  favor  of  the  motion? 

(Chorus  of  “ayes.”) 

The  Chairman.  Opposed? 

(Chorus  of  “noes.”) 

The  Chairman.  The  “ayes”  have  it. 

We  will  have  an  executive  session. 

(Whereupon,  at  3:10  p.m.  the  committee  proceeded  into  executive 
session.) 
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TO  PROMOTE  PRIVATE  FINANCING  OF  CREDIT  NEEDS 
AND  TO  AMEND  THE  SMALL  BUSINESS  ACT 


TUESDAY,  MAY  10,  1966 

House  of  Representatives, 

Committee  on  Rules, 

Washington,  D.C. 

The  committee  met,  pursuant  to  recess,  at  10 : 45  a.m.,  in  room  H-313, 
\  the  Capitol,  Hon.  Howard  W.  Smith  (chairman)  presiding. 

7  Present:  Representatives  Smith  of  Virginia  (presiding),  Madden, 
Delaney,  Trimble,  Bolling,  O’Neill,  Sisk,  Young,  Pepper,  Smith  ot 
California,  Anderson,  Martin  of  Nebraska,  and  Quillen. 

The  Chairman.  The  committee  will  be  in  order. 

We  will  resume  consideration  of  the  rule  on  H.R.  14544,  which  is 
the  Sales  Participation  Act. 

Mr.  Widnall,  if  you  have  anything  further,  we  will  be  glad  to  hear 
from  you. 

STATEMENT  0E  HON.  WILLIAM  B.  WIDNALL,  A  MEMBER  IN  CON¬ 
GRESS  FROM  THE  SEVENTH  CONGRESSIONAL  DISTRICT  0E  NEW 

JERSEY — Resumed 

Mr.  Widnall.  Mr.  Chairman,  to  substantiate  the  line  of  testimony 
I  have  given,  I  think  there  is  a  very  interesting  article  in  the  Wall 
Street  Journal  this  morning: 

FNMA  $400  million  debentures  priced  at  discount  to  yield  record  5.5  percent 
9.  yG9P 

The  12-month,  19-day  securities  are  being  offered  at  a  discount  price  of  $99.95 
f\  per  hundred  dollars  of  face  value,  thus  raising  the  yield  to  investors  above  the 
}  stated  face  rate  of  5.45  percent.  The  previous  record  yield  was  on  February  s 
$250  million  issue  of  14-month  debentures ;  with  a  face  rate  of  5.30  percent,  they 
were  priced  to  yield  5.38  percent. 

The  Chairman.  Does  that  relate  to  bills  that  are  being  offered  now 
under  the  present  law  ? 

Mr.  Widnall.  Under  the  present  law. 

The  Chairman.  Under  the  present  law  under  FHA,  FNMA.? 

Mr.  Widnall.  Yes,  the  secondary  market  of  FNMA  and  their  abil¬ 
ity  to  sell  debentures  at  the  present  time  and  the  proceeds  being  used 
to  repay  Treasury  borrowing  and  finance  the  FHA's  secondary  market 
business.  This  is  different  from  the  participation  sales  program,  where 
it  is  not  going  back  to  repay  borrowings  from  the  U.S.  Treasury. 

Mr.  Delaney.  That  is  the  reason  there  is  no  mortgage.  They  get 
such  a  high  rate  on  that  that  they  don’t  have  to  go  out  and  do  the  paper 
work  or  anything  else  on  mortgage  money  and  the  premium  on  buying 
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these  is  very,  very  low.  They  just  deal  with  the  Government,  give 
the  guarantee  and  no  paper  work.  No  wonder  we  are  short  of  funds. 

Mr.  Widnall.  That  is  all,  Mr.  Chairman. 

The  Chairman.  Any  questions  ? 

Mr.  Smith  ? 

Mr.  Smith  of  California.  No  questions. 

The  Chairman.  I  do  not  know  whether  anybody  had  questioned  you 
or  not.  Were  you  questioned  before  ? 

Mr.  Widnall.  Oh,  yes. 

The  Chairman.  Thank  you,  Mr.  Widnall.  There  are  no  other 
questions. 

Mr.  Martin  of  Nebraska.  Could  I  ask  him  one  question  ? 

The  Chairman.  Yes. 

Mr.  Martin  of  Nebraska.  I  am  still  confused  over  the  testimony  that 
we  had  on  Thursday,  when  Mr.  Patman  was  testifying.  I  believe, 
Bill,  you  also  were.  Then  the  Under  Secretary  of  the  Treasury 
testified  in  regard  to  questions  propounded  several  times  during  the 
day.  In  regard  to  the  amount  of  money  that  an  agency  could  loan 
out,  let  s  take  the  SBA.  They  have  a  total  authorization  of  approxi¬ 
mately  $1.8  billion,  as  I  understand.  All  right,  let’s  assume  that  they 
have  loaned  up  to  their  total  authorization.  They  take  $500  million 
of  their  loans,  put  them  into  one  of  these  pools,  and  sell  them.  Then 
they  get  back  this  $500  million. 

Now,  we  had  testimony  from  the  Under  Secretary  that  they  could 
not  then  loan  out  that  money  because  they  were  already  up  to  their 
limit  on  authorization.  But  we  also  had  some  answers  in  the  morning 
that  because  of  some  language,  I  believe  on  page  4  of  this  bill,  between 
line  11  and  line  15,  the  interpretation  could  be  made  that  SBA  could 
loan  out  the  $500  million  they  had  received  on  the  sale  of  participations. 

Now,  what,  Bill,  is  your  answer  to  that  ? 

Mr.  Widnall.  I  think  there  is  a  complete  conflict  within  the  bill  at 
the  present  time.  At  one  place,  the  administration  is  right  in  saying 
it  could  not  be  loaned  out,  but  there  are  two  other  places  within  the  bill 
that  say,  according  to  my  own  interpretation,  that  they  can.  Until 
this  is  cleared  up,  we  have  a  complete  conflict  and  still  have  the  author-, 
ity  to  have  a  sort  of  revolving  fund  within  the  various  agencies. 

Now,  I  am  just  as  confused  as  you  are.  about  it.  I  think  that  my 
interpretation  of  the  first  two  sections — do  you  have  that  ?  It  reads, 
starting  on  page  4  of  the  bill,  line  9,  beginning : 

Such  proceeds  shall  be  dealt  with  as  otherwise  provided  by  law  for  sales  or 
repayment  of  such  obligations.  The  effect  of  both  past  and  future  selling  of 
any  issue  of  beneficial  interests  or  participations  shall  be  the  same,  to  the  extent 
of  the  principal  of  such  issue,  as  the  direct  sale  of  the  obligations  subject  to  the 
trust. 

Noav,  I  interpret  that  to  say  that  it  can  come  back,  it  can  be  reloaned 
without  obtaining  additional  authorization  from  the  appropriations 
committee. 

^  Mr.  Martin  of  Nebraska.  In  other  words,  regardless  of  what  the 
Congress  might  authorize  to  an  agency,  if  that  interpretation  is  cor¬ 
rect,  it  can  continue,  under  this  revolving  fund,  to  loan  out  billions 
and  billions  of  dollars,  regardless  of  whether  Congress  authorized  it. 

Mr.  Widnall.  That  is  my  interpretation  of  it,  and  I  believe  a  lot  of 
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;  people  believe  the  same  as  I  do  in  this  connection.  I  believe  until  that 
,  is  clarified,  we  have  a  complete  contradiction  within  the  bill. 

The  Chairman.  You  are  going  to  offer  an  amendment  to  do  that  ? 

Mr.  Widnall.  I  had  not  planned  on  doing  it.  We  could  do  that. 

The  Chairman.  Well,  if  you  think  it  ought  to  be  done,  I  should 
think  that  you,  as  the  ranking  minority  member,  should  be  prepared 
i  to  offer  the  necessary  amendment. 

Mr.  Widnall.  Tlie  administration  seemed  to  be  insistent  that  there 
was  no  conflict  within  the  bill. 

The  Chairman.  Is  that  all,  Mr.  Martin  ? 

Mr.  Martin  of  Nebraska.  Yes ;  that  is  all. 

The  Chairman.  Senator,  you  wanted  to  ask  a  question  ? 

Mr.  Pepper.  If  there  are  any  others  who  wished  to  ask  a  question 

The  Chairman.  Go  ahead. 

Mr.  Pepper.  Would  not  the  answer  to  the  question  you  propounded 
depend  upon  the  language  of  the  law  under  which  the  agency  opeiates, 
|\  and  particularly  what  provisions  are  in  the  law  relative  to  the  disposi- 
'  tion  of  funds  derived  from  the  sale  of  the  obligations  of  the  agency  ? 

Mr.  W  idnall.  Not  completely. 

Mr.  Pepper.  In  other  words,  they  operate  under  a  basic  law  that 
gives  them  the  right  to  sell  their  obligations.  Now,  the  law  must  pio- 
vide  what  they  do  with  the  money  when  they  sell  the  obligation,  what¬ 
ever  that  law.  The  bill  is  saying  that  whatever  the  law  is,  relatrv  e  to 
their  right  to  handle  these  funds  under  which  they  operate,  that  law 
shall  prevail  with  respect  to  these  funds  also. 

Mr.  Widnall.  That  is  not  what  this  language  says ;  no. 

Mr.  Pepper.  It  is  the  way  I  read  it : 

The  effect  of  both  past  and  future  sales  of  any  issue  of  beneficial  interests  or 
participations  shall  be  the  same,  to  the  extent  of  the  principal  of  such  issue,  as 
the  direct  sale  of  the  obligations  subject  to  the  trust. 

Now,  they  operate  under  a  law  and  the  law  evidently  allows  them  to 
sell  the  obligation  and  must  make  some  provision  for  the  use  of  this, 
for  the  disposal  of  the  funds,  for  the  handling  of  the  funds  derived 
from  the  sale  of  that  direct  obligation. 

Mr.  Widnall.  This  is  all  new  law,  though. 

Mr.  Pepper.  No;  it  just  merely  says  that  the  funds  derived  from 
)  the  transfer  of  the  securities  to  FNMA  from  which  they  get  receipts 
back  from  FNMA,  shall  be  handled  the  same  way  as  funds  that  are 
derived  from  the  sale  of  the  obligation  that  they  hold  directly.  It 
comes  back  into  their  hands.  That  is  all  that  says.  These  funds 
derived  from  FNMA  shall  be  handled  the  same  way  as  funds  received 
from  the  sale  of  that  obligation. 

Mr.  Widnall.  What  you  are  saying  now  is  that  they  can  relend. 

Mr.  Pepper.  That  depends  on  what  the  law  is.  T  ou  have  to  look  at 
the  statute,  how  may  they  deal  Avith  funds  derived  from  the  sale  of 
their  obligations  under  the  present  law,  Avliatever  that  law  is  relative 
to  the  proceeds  of  direct  obligation  sales.  That  same  law  will  govern 
these  receipts.  That  is  all  that  says,  as  I  read  it.  Tou  hai'e  to  look 
at  the  basic  law  to  see  what  the  law  is. 

The  Chairman.  Mr.  Smith,  did  you  desire  to  ask  a  question? 

Mr.  Smith  of  California.  As  soon  as  Mr.  Pepper  is  finished. 

Mr.  Pepper.  Yes. 
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Mr.  Smith  of  California.  The  Senate  passed  a  bill  last  week? 

Mr.  Widnall.  Yes,  sir. 

Mr.  Smith  of  California.  Have  you  and  the  staff  had  a  chance  to 
read  that?  We  had  an  amendment  offered  last  week  to  cut  it  down 
from  $33  billion  to  $10  billion  plus.  We  had  a  discussion  about  where 
the  amendment  was  going  to  go.  The  Senate  took  several  amendments, 
one  of  that  nature.  Did  they  get  it  in  the  right  place?  Did  any¬ 
body  review  the  bill  ?  Did  they  put  it  in  the  place  where  we  suggested  ? 

Mr.  Widnall.  That  is  right. 

Mr.  Smith  of  California.  Any  other  changes  we  should  know  about 
here  ? 

I  do  not  want  to  take  a  lot  of  time,  but  if  there  is  anything  we  should 
know  about  here  as  to  what  they  did — I  read  the  record,  but  I  could 
not  tell  all  they  did  do. 

Mr.  Widnall.  They  put  a  2-year  limitation  on  the  life  of  the  ap¬ 
proval  given  by  the  Appropriations  Committee. 

The  Chairman.  Is  that  all? 

(No  response.) 

The  Chairman.  Thank  you,  Mr.  Widnall. 

Is  Mr.  Fino  here? 

(No  response.) 

The  Chairman.  Mr.  Talcott? 

(No  response.) 

Mr.  Widnall.  Mr.  Brock,  I  think,  should  be  next. 

The  Chairman.  Mr.  Clausen?  n 

Mr.  Brock? 

STATEMENT  OE  HON.  WILLIAM  E.  BROCK  III,  A  MEMBER  IN 

CONGRESS  EROM  THE  THIRD  CONGRESSIONAL  DISTRICT  OF 

TENNESSEE 

Mr.  Brock.  Mr.  Chairman,  I  just  want  to  talk  about  the  particular 
•section,  the  particular  approach  to  this  bill  that  has  not,  in  my  opin¬ 
ion,  been  emphasized  here.  That  is  the  fact  that  the  purpose  of 
this  legislation,  other  than  to  take  it  out  of  the  budget  itself,  is  to 
conduct  an  end  run  around  the  limitation  on  long-range  Federal  bonds. 
We  have  today  a  limit  of  414  percent  on  Government  bonds.  The 
problem  that  the  Treasury  has  is  that  this  is  an  unrealistic  limit  in 
today's  tight  money  market.  Treasury  cannot  sell  these  bonds,  conse¬ 
quently,  they  have  to  have  an  additional  source  of  revenue  in  the  long- 
range  market.  This  particular  bill  allows  them  to  obtain  long-range 
financing  without  exceeding  the  statutory  limitations  on  Government 
bonds. 

The  effect  of  this  bill  is  to  allow  the  Government  to  pay  higher  inter¬ 
est  rates  for  acquisition  of  long-term  money. 

I  think  the  irony  of  it  is  that  the  chairman  of  our  committee,  who 
lias  been  a  low-interest  advocate  for  years,  who  has  even  suggested 
in  committee  that  we  reduce  the  limitation  on  long-term  debt,  is 
supporting  a  bill  which  will  effectively  raise  interest  costs. 

The  problem  we  have  in  this  country  today  is  that  we  have  a  con¬ 
flict  between  our  monetary  and  fiscal  policies,  between  the  Federal 
Reserve  Board  and  other  Federal  agencies.  The  monetary  policy 
is  inadequate  to  curtail  current  inflation.  So  what  do  we  have,  but 
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Ave  offer  the  agencies  another  way  of  getting  cash  which  will  in  turn 
feed  the  fires  of  inflation.  At  the  same  time,  they  are  competing  on  the 
money  market  with  the  lenders  and  home  mortgage  held.  1  hat 
competition  will  pull  another  $4.2  billion  out  of  the  money  market, 
removing  it  from  possible  investment  in  home  mortgages. 

I  i ust  cannot  see  considering  a  bill  which  is  an  indirect  approach 
to  achieve  higher  interest  rates.  It  seems  to  me  that  we  are  being 
a  little  bit  unrealistic.  If  we  are  going  to  subsidize  the  college  hous- 
ino-  program  or  other  programs,  1  think  we  ought  to  be  honest  about, 
it  'and  come  in  here  with  a  specific  bill  allowing  a  specific  subsidy 
to  that  program  under  the  normal  appropriation  process.  Lo  simply 
use  this  as  a  vehicle  to  avoid  the  limitations  on  long-term  Federal 
debt  is  a  little  bit  hypocritical. 

The  Chairman.  Thank  you,  Mr.  Brock. 

Mr.  Brock.  If  I  might,  having  said  that,  comment  on  Air.  1  eppei  s 

ouestion  i ust  briefly.  , 

)  When  we  talk  about  whether  or  not  the  bill  must  use  the  appropria- 

'  tion  process  or  whether  or  not  these  funds  should  be  revolved,  Mr. 
Pepper,  you  cannot  say  generally  they  can  or  cannot.  It  depends  upon 
the  law,  as  you  mentioned  in  the  instance  of  the  SB  A.  Now,  with  some 
of  the  agencies,  perhaps  it  could  not  be  used  again  without  appropria¬ 
tion  But  in  the  specific  instance  of  a  program  such  as  the  educa¬ 
tion  program,  where  there  is  no  specific  provision  m  current  law  the 
ao-ency  can  take  this  money,  reloan  it,  take  the  loans,  sell  them,  take 
the  new  cash,  reloan  that,  take  the  new  loans,  and  continue  to  turn 
over  the  program  with  absolutely  no  prohibition  on  the  process,  as 

I  understand  it. 

Air.  Pepper.  Will  the  gentleman  yield  f 

Mr.  Brook,  if  you  will  look  at  page  6,  lines  9  to  13  paragroph  4,  now, 
before  any  of  these  securities  can  be  transferred  to  INMA  under 
this  legislation,  there  has  to  be  specific  authorization  man  appropria¬ 
tion  bill.  That  means  that  that  proposal  has  to  go  to  the  Appropria¬ 
tions  Committees  of  the  House  and  the  Senate.  Now,  would  i  not 
be  only  reasonable  to  suppose  that  the  Appropriations  Committees, 
when  they  are  authorizing  these  transfers,  will  impose  some  limita- 
tions— for  example,  if  the  basic  law  of  an  agency  did  not  require  that 
)  they  live  within  that  authorization,  that  the  Appropriations  Commit¬ 
tees  will  take  care  of  that  in  the  authorization  so  as  to  avoid  them 
having  unlimited  authority  to  do  what  you  say  ? 

Air.  Brock.  Well,  there  is  nothing  to  require  it. 

Air.  Pepper.  Well,  the  Appropriations  Committees  have  the  problem 
of  keeping  the  appropriation  down  as  much  as  they  can.  1  would 
think  if  somebody  called  it  to  their  attention  that  an  agency  that 
wanted  to  transfer,  let's  say,  $500  million,  the  Appropriations  Com¬ 
mittee  would  say,  “Wait  a  minute,  what  will  that  do  with  your  legal 
authorization  that  you  now  have?  We  are  not  going  to  give  you  an¬ 
other  $500  million  in  addition  to  the  $500  million  you  already  have.  We 
will  authorize  you  to  transfer  these,  but  at  no  time  shall  the  funds  that 

you  have  disposed  of  exceed  the  legal  authorization  .  ,  , 

J  Mr  Brock.  But,  Air.  Pepjier,  vou  are  substituting  the  judgment  ot 
the  Appropriation  Committee  for  the  authorizing  committee,  and 
under  the  law,  in  certain  agencies,  the  money  that,  is  gained  through 
the  sale  of  assets  can  reduce  the  amount  that  lias  been  charged  against 
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the  authorization.  There  is  no  requirement  that  it  be  added  on  under 
present  laws.  It  can  be  used  to  reduce  the  amount  of  money  that 
is  charged  against  the  authorization. 

Our  objection — at  least  mine — is  that  you  are  substituting  the  Ap¬ 
propriations  Committee’s  judgment  for  the  authorizing  committee's. 
I  do  not  think  this  is  a  major  point;  I  think  it  will  be  changed  in 
amendment.  As  it  is  today,  this  bill,  with  the  two  conflicting  sections, 
we  do  allow  this  to  happen  subject  to  the  will,  as  you  say,  of  the  Ap¬ 
propriations  Committee,  perhaps,  but  there  is  no  requirement  that  they 
exercise  that  judgment.  There  is  no  requirement  that  they  say  that 
funds  shall  not  exceed  the  authorization. 

They  can  say,  with  full  candor,  according  to  the  language  of  the 
bill,  that  the  money  raised  shall  be  used  to  reduce  that  amount  which 
has  been  charged  against  the  original  authorization.  There  is  is  no 
prohibition  against  that  at  all  in  this  bill. 

Mr.  Pepper.  If  the  gentleman  will  yield  just  once  more,  there  is  no 
obligation  on  the  part  of  the  Congress,  through  the  Appropriations 
Committees,  to  authorize  these  transfers.  It  is  a  matter  of  discretion. 
And  if  they  see  that  the  effect  of  authorizing  one  of  these  transfers 
would  be  to  give  an  agency  more  money  than  they  think  they  ought 
to  have,  they  just  do  not  authorize  it,  that  is  all  there  is  to  that.  That 
authorization  is  a  condition  precedent  to  any  of  these  transfers. 

Mr.  Brock.  Is  that  a  function  of  the  Appropriations  Committee  or 
the  authorizing  committee  ? 

Mr.  Pepper.  I  am  talking  about  the  Appropriations  Committee. 
Congress  itself  exercises  the  discretion  to  say — this  agency  comes  in 
and  says,  we  want  to  transfer  $500  million.  Congress  says  that  means 
there  will  be  more  funds  available  to  you,  what  is  your  authorization? 
What  are  you  going  to  use  this  money  for  ?  It  exercises  its  discretion 
as  to  whether  it  is  going  to  make  any  more  money  available  to  them  or 
not. 

Even  if  there  is  an  authorization,  the  Appropriations  Committee 
does  not  have  to  provide  that  much  money. 

Mr.  Brock.  But,  Mr.  Pepper,  the  Appropriations  Committee,  under 
this  bill,  can  negate  the  will  of  the  authorizing  committee,  whatever 
the  committee  happens  to  be.  They  can,  in  effect  say  that  the  author- 
ization  of  $500  million  was  originally  granted,  it  was  spent,  we  sold 
the  assets  and  we  got  another  $500  million.  If  they  loan  that,  they 
will  have  actually  spent  a  billion  dollars. 

The  Appropriations  Committee  can  allow  them  to  do  it  as  the  bill 
is  written. 

Mr.  Pepper.  They  can  always  do  that,  can  they  not?  They  don’t 
always  have  to  approve  or  appropriate  the  money  authorized. 

Mr.  Brock.  They  cannot  now  appropriate  more  than  authorized. 
That  is  what  this  bill  is  authorizing.  That  is  my  objection. 

Mr.  Quillen.  Mr.  Chairman? 

The  Chairman.  Mr.  Quillen  ? 

Mr.  Quillen.  The  day  the  I  nder  Secretary  of  the  Treasury  spokeT 
he  said  that  if  an  agency  sent  over  $200,000  worth  of  notes  to  be  sold,, 
or  securities,  the  Appropriations  Committee  would  authorize  them  to 
sell  at  a  certain  percentage  discount.  But  that  agency  would  receive 
the  full  $200,000  back.  In  other  words,  it  would  be  no  loss  to  the 
agency.  Actually,  the  Appropriations  Committee  would  appropriate 


PRIVATE  FINANCING  OF  CREDIT  NEEDS'  97 

jmore  money  to  sustain  the  loss  and  the  taxpayers  would  actually  be 
suffering. 

My  point  is  this:  Assuming  that  $200,000  of  college  loans  were 
pooled  with  FNMA,  which  now  bear  3  percent  interest,  placed  on  the 
market,  to  yield  the  current  interest  rate.  In  my  opinion,  it  would  be 
about  a  10-percent  discount.  Say,  a  million  dollars  were  pooled;  that 

would  represent  a  $100,000  loss. 

Now,  would  that  loss  be  charged  against  the  agency  ?  the  answer 
was  “No”  from  the  Under  Secretary  of  the  Treasury. 

How  would  that  fit.  in  with  the  appropriation  allocated  to  that  par¬ 
ticular  agency?  Would  it  be  over  and  above  the  authorized  ceiling  or 

would  it  be  deducted  from  it?  .  . 

Mr.  Brock.  It  would  not  affect  the  appropriation  or  the  authoriza¬ 
tion  related  to  that  agency.  It  is  over  and  above.  It.  is  related  to  this 
particular  act.  It  has  no  relevance  to  the  authorization,  no  relevance 
to  the  appropriation  for  the  agency,  original  appropriation.  It  is  a 
specific  appropriation  that  comes  through,  oil  request,  by  the  agency 
hind  FNMA. 

Air.  Quillen.  So  in  effect,  then,  this  is  a  device  to  create  more  money 
for  these  particular  agencies  through  the  Appropriations  Committee, 
with  the  taxpayers  actually  sustaining  the  loss  ? 

Mr.  Brock.  That  is  right.  This  is  what  bothers  me.  If  we  are  going 
to  be  honest  and  say  we  want  to  subsidize  college  housing,  and  we  want 
to  subsidize  it  through  the  private  market,  why  not  just  say  we  are 
o-oino-  to  put  a  fiat  3-percent  subsidy  or  a  two  and  a  half  or  whatever 
ft.  takes  to  meet  the  market  rate  on  the  college  housing  program? 
Why  do  we  have  to  use  this  end  run  around  the  long-term  Federal 

monev  market?  .  .  , 

AsVou  say,  it  does  not  affect  the  authorization.  It  is  simply  a  device 
for  picking  up  more  funds  without  the  normal  authorization  appro¬ 
priation  process  of  the  Congress. 

Mr.  Quillen.  Thank  you,  Air.  Chairman. 

The  Chairman.  Any  other  questions  ? 

Air.  Young.  No  questions,  Air.  Chairman. 

The  Chairman.  I  still  have  something  worrying  me,  but  I  guess 
I  had  better  not  bore  you  with  it.  I  have  not  found  anybody  yet  who 
A  could  answer  it. 

Air.  Brock.  Which  one  was  that,  Air.  Chairman  ? 

The  Chairman.  I  think  it  is  an  interesting  question,  one  we  ought 
to  be  able  to  answer.  I  have  given  up  trying  to  understand  all  about 
this.  I  have  never  been  able  to  understand  the  mechanics  of  how  this 
thing  is  handled  and  where  the  money  goes. 

Now,  we  were  told  that  the  first  thing  that  has  to  happen  before  any 
bonds  can  be  sold  is  that  the  Appropriations  Committee  shall  author¬ 
ize  the  transfer  to  the  FNMA. 

Is  that  correct  ? 

Air.  Brock.  In  effect,  that  is  correct. 

The  Chairman.  So  they  act  before  the  fact. 

Now,  after  they  act  and  it  goes  to  FNA1A,  FNAIA  sells  the  bonds 
and  gets  the  money. 

Now,  where  does  the  money  go  ? 

Air.  Brock.  It  goes  right  back  to  the  original  agency. 

The  Chairman.  No,  the  bill  says  it  goes  into  a  trust  fund. 
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Mr.  Young.  It  goes  to  the  Treasury  to  the  account  of  the  agency. 

Mr.  Brock.  All  money  is  maintained  in  the  Treasury  if  you  want 
to  talk  about  the  physical  dollar  bills.  They  are  maintained  in  the 
Treasury.  But  the  books  of  the  Treasury  reflect  credits  and  debits 
to  the  agencies.  The  bill  says,  “The  trust  instrument  shall  provide 
that  the  trustee  will  promptly  pay  to  the  trustor  the  full  net  proceeds 
of  any  sale  of  beneficial  interests  or  participations  to  the  extent  they 
are  based  upon  such  obligations  or  collections.” 

In  effect,  if  FNMA  sells  for  SBA  $100  million  worth  of  assets, 
there  is  a  hundred-million-dollar  credit  immediately  placed  to  the 
account  of  SBA  on  the  books  of  Treasury.  They  have  an  immediate 
draw.  In  other  words,  they  have  a  bank  account  in  Treasury  to  the 
extent  of  $100  million. 

The  Chairman.  That,  then,  constitutes  a  revolving  fund. 

Mr.  Brock.  Yes,  sir. 

The  Chairman.  As  soon  as  the  Appropriations  Committee  takes 
initial  action,  that  becomes  a  revolving  fund.  I 

Mr.  Brock.  That  is  right. 

The  Chairman.  Then  they  can  sell  some  more  now. 

Mr.  Brock.  As  they  loan  that  money  out,  they  can  take  the  new 
loans,  turn  them  over  to  FNMA,  going  through  the  Appropriations 
Committee  and  sell  them  again. 

The  Chairman.  Now,  Small  Business  has  a  limitation  on  the 
amount.  Is  it  contemplated  that  they  will  get  a  further  authoriza¬ 
tion  to  increase  that  and  have  a - 

Mr.  Brock.  The  way  the  bill  reads  now,  Mr.  Chairman,  it  is  not 
required  that  they  get  a  new  authorization.  Money  can  reduce - 

The  Chairman.  Not  that  money,  but  these — suppose  they  want  to 
enlarge  their  business. 

Mr.  Brock.  Well,  they  can  enlarge  their  business  either  by  getting 
a  new  authorization  and  appropriation  or  by  selling  their  assets  and 
getting  new  cash  with  which  to  loan. 

The  Chairman.  But  cannot  they  do  it  both  ways  ? 

Mr.  Brock.  Yes,  sir;  either  way. 

Mr.  Smith  of  California.  If  you  will  permit  me  to  interrupt,  Mr. 
Chairman,  I  think  SBA  is  a  unique  situation.  I  think  it  is  probably 
the  only  one  Congress  handles  that  way.  Authorizations  for  SB  Ad 
have  always  had  a  limit  of  so  many  billions  of  dollars.  We  put  a  top 
limit  on  it  and  then  Appropriations  can  appropriate  any  amount  of 
money  so  long  as  they  never  go  over  that  top  limit.  Appropriations 
lias  always  funded  every  dollar  SBA  has  asked  for. 

Now,  SBA  ran  out  of  some  money  here.  They  came  in  and  wanted 
$125  million  more.  It  was  authorized.  The  bill  was  signed  last 
Monday  by  the  President.  So  that  raised  the  total  ceiling  by  $125 
million. 

Now,  all  they  have  to  do  to  get  that  is  to  come  in  and  ask  Appropri¬ 
ations.  But  SBA  may  not  do  it  because  of  this  bill;  they  can  keep 
.going  around  as  long  as  they  never  go  above  the  ceiling  so  far  as 
Appropriations  is  concerned.  They  can  grind  it  over  and  over  the 
same  way  and  the  total  amount  will  be  more,  but  it  will  never  be  more 
than  the  total  appropriation. 
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But.  SBA  is  a  little  different  from  the  Veterans’  Administration,  say. 
The  Chairman.  In  order  to  make  this  revolve,  how  often  do  they 
have  to  go  back  to  Treasury  and  get  power  to  sell  ? 

Mr  Smith  of  California.  I  would  flunk  every  time  FNMA  makes 
another  issue.  The  paper  said  Saturday  they  are  going  to  put  out  $4 
billion  more  this  year  than  they  ever  did  before  and  told  exactly  how 
they  did  it.  But  that  was  their  fourth  FNMA  participation  sale. 

The  Chairman.  But  they  have  to  come  repeatedly  back  to  the  Ap¬ 
propriations  Committee  to  get  the  power  to  sell  the  bonds  ? 

Mr.  Smith  of  California.  Under  this  bill,  the  testimony  has  been 

that  they  do  not.  .  „ 

Mr.  Brock.  They  do  have  to  come  back  to  the  Appropriations 

Committee. 

The  Chairman.  Repeatedly  ? 

Mr.  Brock.  Yes,  sir;  on  each  issue.  But  they  do  not  have  to  go  to 
the  authorizing  committee.  They  can  exceed,  in  fact,  their  authorized 
level  without  going  to  the  authorizing  committee.  They  can  go  only 
/to  the  Appropriations  Committee  as  the  bill  is  written  today. 

Mr.  Bolling.  I  might  point  out  if  the  gentleman  would  yield,  that 
this  is  the  same  kind  of  violation  as  legislation  on  the  appiopriation 

Mr.  Smith  of  California.  That  is  right.  That  is  exactly  w  hat  it  is. 
Mr.  Sisk.  If  I  could  just  comment  further  on  this  SBA,  I  am  now 
thoroughly  confused.  And  that  is  not  unusual,  I  might  say  to  my 
good  friend  from  Missouri - 

Mr.  Bolling.  We  are  all  confused  at  this  point.  CT3  . 

Mr.  Sisk.  But  at  that  point,  I  asked  the  question  that  it  SBA 
turned  over  $400  million  to  FNMA  to  market  and  they  sold  the  $400 
million,  that  $400  million  then  goes  back  to  the  Treasury  marked  for 
SBA  then  could  SBA  turn  around  and  immediately  loan  against 
that  $400  million,  the  answer  was  “No,”  if  their  total  loans  were  above 
or  were  up  to  whatever  their  maximum  is. 

Now,  this  is  the  question  I  would  like  to  have  answered :  Can  they 
or  can  they  not  turn  around  and  loan  this  $400  million  if  they  have 
in  total  loans  outstanding  up  to  their  maximum  authorization  under 
a  legislative  committee’s  authorization  bill  ?  _ 

S  Mr.  Smith  of  California.  My  answer  to  that  is  this :  The  title  passes 
!  to  FNMA  as  trustee,  which  reduces  the  total  amount  of  loans  that  the 
SBA  has  out.  The  loans  turn  into  pool  certificates.  They  are  quoted 
in  the  Wall  Street  Journal,  down  under  Treasury  bonds.  I  bey  are 
sold  and  traded  over  the  counter.  It  is  another  piece  of  security  which 
is  a  FNMA  certificate  and  not  the  loan.  So  the  total  loans  are  down. 
If  the  agency  gets  $100  million  back,  they  have  that  hundred  million 
dollars  and  they  can  go  back  up  to  the  ceiling,  because  those  certificates 
are  not  counted  against  the  ceiling  as  loans.  They  transfei  title.  It. 
is  o-one.  It  is  an  FNMA  certificate.  If  FNMA  loses  money  on  it,  the 
agency  services  them,  and  if  FNMA  loses  money,  FIs  MA  lias  a  rig  i 
to  go  to  the  Treasury  and  get  whatever  amount  of  money  they  want. 
The  only  thing  Appropriations  does  is  give  FNMA  the  amount  ot 

money  they  have  overspent  in  the  year.  T  ,  A 

Mr  Sisk.  I  may  say  to  my  colleague,  this  is  the  answer  I  expected 
last  Thursday,  because  it  could  help  SBA 


again. 


But  the  answers  I  received,  as  I  understood  them,  last  Thuis- 
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day  were  not  in  line  with  that.  I  would  hope  the  gentleman’s  inter¬ 
pretation,  and  I  am  assuming — you  are  on  the  Small  Business  Com¬ 
mittee,  I  believe  ? 

Mr.  Smith  of  California.  I  am  on  it.  I  have  been  arguing  this 
subject  for  a  year.  They  just  refuse  to  ask  for  money — we  have  been 
begging  them  to  ask  for  money — because  they  want  to  keep  these. 
There  are  some  politics  in  it,  I  am  sure.  The  Appropriations  Com¬ 
mittee  has  funded  every  single  dollar  they  have  asked  for. 

We  had  a  bill  up  last  year,  you  will  remember,  and  the  SBA  said, 
Ave  are  not  going  to  ask  for  money  even  if  you  authorize  it.  This  was 
a  Senate  bill. 

SBA  came  around  and  ivrote  a  different  letter  on  Saturday,  and  we 
marched  back  up  the  Hill  and  said  fine.  Once  they  said  they  had 
asked  for  it,  we  went  ahead  and  authorized  it. 

We  have  always  wanted  to  give  them  money,  particularly  because  of 
the  disasters.  Now  funds  are  divided.  We  have  the  disaster  money  and 
Ave  have  the  conventional  loan  money  in  separate  funds,  and  we  hop^ 
Ave  will  not  get  into  that  problem  again  of  not  having  money  for% 
disasters. 

Mr.  Brock.  If  I  may  comment,  in  answer  to  your  question,  the  bill 
as  it  is  written  today  does  alloAv  an  agency  to  turn  around  and  reloan 
that  $400  million  you  mentioned  ? 

Mr.  Sisk.  Regardless  of  wliat  their  total  loan  is.  Because  by  the 
sale  by  FNMA,  in  line  with  Avhat  Mr.  Smith  of  California  says,  that 
reduces  their  outstanding  loan  by  that  much  ? 

Mr.  Brock.  Right. 

Mr.  Sisk.  OK. 

Mr.  Brock.  SBA  is  a  specific  instance  and  it  is  even  clearer  that 
other  agencies  can  do  it.  There  is  a  direct  conflict  on  SBA. 

Mr.  Quillen.  Would  the  gentleman  yield  ? 

In  my  questioning  of  the  Under  Secretary  of  the  Treasury  last  week, 

I  said  this  would  be  a  revolving  fund  and  he  said  “No.”  I  wonder  if 
they  really  know  what  they  are  doing  in  this  bill  ? 

Mr.  Brock.  This  is  one  of  the  complaints  we  have,  that  the  bill  is 
contradictory  in  and  of  itself. 

The  Chairman.  There  is  some  strange  language. 

Mr.  Quillen.  I  agree.  I  think  it  ought  to  go  back  to  the  committee.^ 

Mr.  Brock.  We  feel  that  the  Secretary  was  wrong.  ^ 

The  Chairman.  Well,  Mr.  Brock,  I  apologize  for  going  into  this 
further,  because  I  have  struggled  with  it  for  10  days  trying  to  find  out 
what  it  means.  But  on  page  6,  this  authorization  we  are  talking 
about:  6 

Beneficial  interests  or  participations  shall  not  be  issued  for  the  account  of 
any  trustor  in  an  aggregate  principal  amount  greater  than  is  authorized  Avith 
respect  to  such  trustor  in  an  appropriation  act. 

Well,  now,  I  think  that  is  subject  to  two  constructions,  and  maybe — 

I  do  not  knoAv  Avliy  it  is  worded  the  way  it  is.  But  it  worries  me.' 

Authorized  with  respect  to  such  trustor  in  an  appropriation  act. 

It  could  mean  that  the  Appropriations  Committee  is  authorized  by 
this  act  to  make  the  authorization. 

Is  that  what  it  means  ? 
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Mr.  Brock.  That  is  what  we  feel  could  happen.  We  feel  that  the 
Appropriations  Committee  could  make  the  judgment  allowing  t  ie 
sale  to  reduce  the  charge  against  the  original  authorization  and  tlieie- 

bv  create  this  revolving  fund.  ,  ,  ,, 

‘  The  Chairman.  I  have  never  seen  that  language  before  m  any  other 

Mr.  Fink,  have  you  ever  seen  that  language  used  before  in  autlioi- 

izing  legislation?  ,  „  ,1 

Mr.  Fink.  Mr.  Chairman,  that  does  not  bother  me  as  much  as  the 
language  at  the  bottom  of  the  page,  which  is  that  once  the  authoriza¬ 
tion  to  sell  an  amount  of  pooled  loans  lias  been  given,  then, ,wii 
further  action,  in  line  25,  page  6  and  on  page  7:  there  is  establishes 
on  the  books  of  the  Treasury  appropriations,  unlimited  as  to  amount. 
The  Chairman.  Again  they  use  that  same  type  of  language : 

Such  an  authorization  in  an  appropriation  act  shall  establish  *  *  *• 

Mr.  Fink.  Right.  The  usual  appropriation  language,  of  course, 
is  “there  are  hereby  authorized  to  be  appropriated  to  the  trustor  such 
sums.”  That  is  not  what  the  bill  says  at  all. 

The  Chairman.  Of  course,  that  is  subject  to  point  of  order. 

Mr.  Brock.  I  think  you  have  given  away  some  points  of  ordei  on 

this  bill.  .  ,,,  tj  i  i) 

The  Chairman.  Any  other  questions  of  Mr.  Brock « 

(No  response.) 

The  Chairman.  Thank  you,  Mr.  Brock. 

Mr  Pepper.  Mr.  Chairman,  may  I  ask  Mr.  Brock  one  more  question  . 
Mr  Brock,  I  understood  you  said  a  while  ago  that  the  educational 
loans  were  from  a  revolving  fund  that  did  not  have  any  limitation. 

Mr.  Brock.  No,  sir;  I  said  we  could  create,  under  the  language  as 
written,  a  revolving  fund  for  the  educational  programs.  _ 

Mr.  Pepper.  Well,  I  noticed  this  language  at  the  bottom  of  page  7 . 

There  is  hereby  created  within  the  Treasury,  a  separate  fund  for  higher  educa- 
as  a  revolving  fund  for  the  purposes  of  this  title. 

Then  next : 

The  total  of  any  loans  made  from  the  fund  in  any  fiscal  year  shall  not  exceed 
limitations  specified  in  appropriation  acts. 

Mr.  Brock.  Well,  again,  it  is  my  feeling  that  this  is  m  conflict  with 
the  other  section  and  again,  you  are  talking  only  of  appropriation 

and  not  authorizations. 

Mr.  Pepper.  Thank  you  very  much. 

Thank  you,  Mr.  Chairman. 

The  Chairman.  Thank  you,  Mr.  Brock. 

Mr.  Clausen  ? 

STATEMENT  OF  HON.  DON  H.  CLAUSEN,  A  MEMBER  IN  CONGRESS 
FROM  THE  FIRST  CONGRESSIONAL  DISTRICT  OF  CALIFORNIA 

Mr  Clausen.  Mr.  Chairman,  I  doubt  at  this  point  that  I  have  any  - 
thing  further  I  can  add  that  has  not  been  discussed  by  the  committee, 
except  to  call  attention  again  to  this  one  point.  That  is  the  law 
as  it  is  applicable  to  the  Federal  National  Mortgage  Association  m 
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connection  with  their  ability  and  power  to  deal,  and  if  I  can  refer  to 
page  8  in  the  report,  you  can  see  what  I  am  talking  about  in  connection 
with  the  law.  The  Association  is  authorized  under  section  306 — 

to  create,  accept,  execute,  and  otherwise  administer  in  all  respects  such  trusts, 
receiverships,  conservatorships,  liquidating  or  other  agencies,  or  other  fiduciary 
and  representative  undertakings  and  activities,  hereinafter  in  this  subsection 
called  “trusts.” 

Then  it  goes  on  with  the  new  language  “and  other  types  of  securi¬ 
ties,  including  any  instrument  commonly  known  as  a  security.” 

Now,  in  my  opinion,  this  gets  into  stocks  as  well  as  all  the  other  se¬ 
curities  that  may  be  used  here,  and  if,  in  their  capacity  as  a  receiver¬ 
ship  or  conservatorship,  FNMA  can  move  in  this  direction,  I  can  see 
a  wide  open  spectrum  of  activities  in  which  they  can  engage  if  stocks 
are  included  as  part  of  this  program.  Just  “receivership”  and  “con¬ 
servatorship”  would  give  them  the  power,  I  think,  which  perhaps 
should  be  explored  in  the  language  of  this  bill. 

The  Chairman.  Any  questions  of  Mr.  Clausen  ? 

Mr.  Pepper.  No  questions. 

The  Chairman.  Air.  Fino? 

Mr.  Widnall.  Mr.  Fino  and  Mr.  Talcott  are  not  here,  so  you  had 
better  cross  them  off  the  list. 

The  Chairman.  Is  that  all  who  were  to  appear  on  this  question  ? 

Mr.  Widnall.  That  is  all. 

The  Chairman.  Thank  you,  gentlemen. 

We  might  go  into  an  executive  session  for  a  few  minutes.  We  have 
finished  much  earlier  than  I  have  expected. 

Mr.  Widnall.  Mr.  Chairman,  I  think  I  said  before  that  the  minority 
recommended  4  hours  of  general  debate  and  were  against  waiving 
points  of  order. 

The  Chairman.  There  was  a  request  to  waive  points  of  order  and 
I  was  going  to  ask  the  proponents  of  the  bill,  and  none  of  them  are 
here,  what  specific  points  they  had  in  mind. 

Mr.  Smith  of  California.  They  were  going  to  give  you  a  memo¬ 
randum.  You  asked  them  to  give  you  a  memorandum. 

Have  they  given  that  to  you  ? 

Mr.  Battle.  They  gave  yoii  a  letter.  Then  on  the  points  or  order, 
you  asked  for  additional  thinking. 

(Discussion  off  the  record.) 

The  Chairman.  We  will  go  into  executive  session  and  talk  a  little 
bit. 

(Whereupon,  at  11:25  a.m.,  the  committee  adjourned  to  go  into 
executive  session.) 
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LETTER  OF  TRANSMITTAL 


The  Whiie  House, 
Washington,  April  20,  1966. 

Hon.  John  W.  McCormack, 

■Speaker  of  the  House  of  Representatives, 

\  Washington,  D.C. 

Dear  Mr.  Speaker:  I  have  the  honor  to  transmit  the  “Partici¬ 
pation  Sales  Act  of  1966.”  This  important  legislation  is  designed  to 
forward  our  objective  of  substituting  private  for  public  credit. 

For  many  years  the  Federal  Government  has  carried  on  lending 
programs  to  finance  essential  activities  which  would  not  otherwise 
receive  adequate  financial  support.  Under  these  programs  direct 
loans  are  made  to  help  the  farmer,  the  businessman,  the  home  buyer, 
the  veteran,  the  student,  our  colleges,  and  our  schools.  As  of  June 
30,  1965,  the  volume  of  these  Federal  loans  exceeded  $33  billion. 

Desirable  as  these  activities  are,  Federal  lending  neither  can,  nor 
should,  shoulder  the  entire  job. 

Under  our  system  of  free  enterprise  it  is  far  better  for  the  Govern¬ 
ment  to  mobilize  private  capital  to  these  ends;  and  it  is  far  better 
for  the  Government  to  stimulate  and  supplement  private  lending 
rather  than  to  substitute  for  it. 

To  do  this,  we  sell  Federal  loans  directly,  or  in  some  cases,  sell 
“participations”  in  pools  of  loans,  to  private  investors.  The  Govern¬ 
ment  acts  as  both  middleman  and  underwriter  for  the  loans,  assuring 
I  adequate  and  economical  financing  for  desirable  projects  while  at  the 
iame  time  attracting  the  maximum  participation  of  private  investors. 

This  substitution  of  private  for  public  credit  provides  sound 
financing  for  worthwhile  projects  with  a  minimum  of  Federal  partici¬ 
pation. 

In  encouraging  private  participation  in  Federal  credit  programs, 
I  am  building  on  the  outstanding  work  begun  and  carried  forward  by: 

President  Eisenhower’s  administration. 

The  1958  Commission  on  Money  and  Credit,  chaired  by  Frazar 
B.  Wilde  and  of  which  Secretary  of  the  Treasury  Fowler  and 
many  other  distinguished  citizens  were  members. 

President  Kennedy’s  1962  Committee  on  Federal  Credit 
Programs,  under  the  chairmanship  of  former  Secretary  of  the 
Treasury  Dillon. 

The  substitution  of  private  for  public  credit  has  many  advantages: 

It  makes  more  effective  use  of  the  taxpayers’  dollar. 

It  offers  the  private  investor  an  opportunity  for  sound  invest¬ 
ment  and  a  fair  return. 

It  benefits  business  and  those  of  our  citizens  who  are  helped  by 
the  vital  programs  made  possible  both  by  Federal  and  private 
investment. 

In  the  fiscal  year  we  expect  to  replace  a  total  of  $3.3  billion  in  public 
credit  with  private  credit.  In  fiscal  1967,  with  the  help  of  legislation 
such  as  the  proposal  I  am  submitting  today,  we  believe  that  private 
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credit  can  be  substituted  for  public  credit,  advantageously  to  all 
concerned,  in  the  amount  of  approximately  $4.7  billion. 

As  private  credit  is  introduced  on  an  increasing  scale,  the  need  to 
coordinate  the  sales  of  Federal  loans  also  increases.  It  would  defeat 
the  purpose  of  improving  the  operation  of  the  credit  market  if  loans 
offered  under  particular  programs  interfered  with  each  other  or  with 
the  orderly  financing  of  the  public  debt  through  the  sale  of  Treasury 
securities. 

The  Participation  Sales  Act  of  1966  will  help  solve  this  problem  in 
two  important  respects:  t 

First,  instead  of  the  Government  making  a  number  of  relatively* 
small  and  uncoordinated  offerings  of  loans  in  the  market,  the  act 
provides  for  pooling  many  loans  together  and  selling  participations 
in  the  pool.  The  pooling  of  mortgages  and  loans  and  the  sale  of 
participations  in  the  income  and  repayments  from  loans  in  the  pool 
is  not  new.  It  has  been  used  to  advantage  over  the  past  several 
years  by  the  Export-Import  Bank,  the  Veterans’  Administration,  and 
the  Federal  National  Mortgage  Association. 

Second,  this  legislation  would  extend  the  pool  participation 
technique  to  other  lending  programs,  including: 

Farmers  Home  Administration. 

Office  of  Education. 

College  housing. 

Public  facilities  loans. 

Small  Business  Administration. 

The  pool  technique  adopted  by  this  legislation  has  a  number  of 
advantages : 

It  assures  the  Government  the  best  possible  return  on  the 
sales  of  financial  assets. 

It  provides  the  investor  with  a  widely  accepted  and  highly  £ 
desired  asset.  ™ 

It  provides  a  means  for  attracting  private  participation  in 
loans  made  with  relatively  low  interest  rates  for  special  purposes. 

It  reaches  sources  of  capital  which  would  not  be  available 
for  loans  or  mortgages  offered  individually,  thus  widening  the 
reservoir  of  credit  for  vital  projects. 

The  proposed  legislation  has  two  other  major  provisions. 

1.  Rather  than  have  each  of  the  agencies  concerned  conduct  their 
own  separate  sales  programs,  the  sale  of  participations  would  be 
centralized  in  a  single  agency — the  Federal  National  Mortgage 
Association.  This  agency  has  already  built  up  extensive  experience 
with  this  technique  in  its  mortgage  pooling  operations. 

Individual  agencies  would  continue  to  administer  their  credit  pro¬ 
grams,  but  the  pooling  of  credits  and  sales  of  participations  in  the  pools 
would  be  handled  by  the  Federal  National  Mortgage  Association. 
This  centralization  will  greatly  increase  the  efficiency  of  the  sales 
operation  and  help  coordinate  this  program  with  the  Treasury’s  debt 
management  operations. 

2.  In  many  cases  the  Congress  has  established  Federal  credit  pro¬ 
grams  in  which  the  interest  rate  charged  to  the  borrower  is  below 
the  market  rate.  The  difference  represents  a  net  charge  to  the  tax¬ 
payer.  The  act  provides  that,  in  all  such  cases,  the  Appropriations 
Committees  of  both  Houses  must  authorize  in  advance  the  amounts 
of  participations  which  could  be  sold  against  these  assets.  In  this 
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way,  the  safeguards  of  the  annual  appropriations  process  can  be  applied 
to  this  aspect  of  the  program. 

The  Participation  Sales  Act  of  1966  will  permit  us  to  conserve  our 
budget  resources  by  substituting  private  for  public  credit  while  still 
meeting  urgent  credit  needs  in  the  most  efficient  and  economical 
manner  possible. 

It  will  enable  us  to  make  the  credit  market  stronger,  more  com¬ 
petitive,  and  better  able  to  serve  the  needs  of  our  growing  economy. 

But  above  all,  the  legislation  will  benefit,  millions  of  taxpayers  and 
the  many  vital  programs  supported  by  Federal  credit.  1  he  act  will 
5  move  this  Nation  forward  and  bring  a  better  lile  to  all  the 


I  am  enclosing  a  joint  memorandum  from  the  Secretary .  of  the 


cusses  in  detail  the  major  features  of  this  legislation. 
I  urge  speedy  enactment  of  this  legislation. 


Treasury  and  the  Director  of  the  Bmeau  of  the  Budget  which  dis- 


Sincerely, 


Lyndon  B.  Johnson. 


PROPOSED  ACT 


A  BILL  To  promote  private  financing  of  credit  needs  and  to  provide  for  an 
efficient  and  orderly  method  of  liquidating  financial  assets  held  by  Federal 
credit  agencies  and  for  other  purposes 

Be  it  enacted  by  the  Senate  and  House  of  Representatives  of  the  United % 
States  of  America  in  Congress  assembled,  That  this  Act  may  be  cited  as 
the  “Participation  Sales  Act  of  1966”. 

Sec.  2.  (a)  Section  302(c)  of  the  Federal  National  Mortgage 
Association  Charter  Act  is  amended— 

(1)  by  inserting  “(1)”  immediately  following  “(c)”; 

(2)  bty  inserting  after  “undertakings  and  activities”  a  comma 
and  “hereinafter  in  this  subsection  called  ‘trusts’,”; 

(3)  by  striking  out  the  words  “offered  to  it  by  the  Housing 
and  Home  Finance  Agency  or  its  Administrator,  or  by  such 
Agency’s  constituent  units  or  agencies  or  the  heads  thereof,  or 
any  first  mortgages  in  which  the  United  States  or  any  agency” 
in  the  first  sentence  thereof  and  by  inserting  “and  other  types  of 
securities,  including  any  instrument  commonly  known  as  a 
security,  hereinafter  in  this  subsection  called  ‘obligations,’  in 
which  the  United  States  or  any  executive  department,  agency,”; 

(4)  by  striking  out  the  third  sentence  thereof  and  substituting 
therefor  the  following :  “Participations  or  other  instruments  issued 
by  the  Association  pursuant  to  this  subsection  shall  to  the  same 
extent  as  securities  which  are  direct  obligations  of  or  obligations  Jj 
guaranteed  as  to  principal  or  interest  by  the  United  States  be* 
deemed  to  be  exempt  securities  within  the  meaning  of  laws  admin¬ 
istered  by  the  Securities  and  Exchange  Commission.”;  and 

(5)  by  striking  out  the  fourth  sentence  thereof. 

(b)  Section  302(c)  of  such  Act  is  further  amended  by  adding  the 
following : 

“(2)  Notwithstanding  any  other  provision  of  law,  the  head  of  any 
executive  department,  agency,  or  instrumentality  of  the  United 
States,  hereinafter  in  this  subsection  called  in  ‘trustor’,  is  authorized 
to  set  aside  a  part  or  all  of  any  obligations  held  by  him  and  subject 
them  to  a  trust  or  trusts  and,  incident  thereto,  may  guarantee  to  the 
trustee  timely  payment  thereof.  The  trust  instrument  may  provide 
for  the  issuance  and  sale  of  beneficial  interests  or  participations,  by 
the  trustee,  in  such  obligations  or  in  the  right  to  receive  interest  and 
principal  collections  therefrom;  and  may  provide  for  the  substitution 
or  withdrawal  of  such  obligations,  or  for  the  substitution  of  cash  for 
obligations.  The  trust  or  trusts  shall  be  exempt  from  all  taxation. 
The  trust  instrument  may  also  contain  other  appropriate  provisions 
in  keeping  with  the  purposes  of  this  subsection.  Notwithstanding 
any  other  provision  of  law,  the  Association  may  be  named  and  may 
act  as  trustee  of  any  such  trusts  and,  for  the  purposes  thereof,  the 
title  to  such  obligations  shall  be  deemed  to  have  passed  to  the  Associa¬ 
tion  in  trust:  Provided:  That  the  trust  instrument  shall  provide  that 
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custody,  control,  and  administration  of  the  obligations  shall  remain 
in  the  trustor  subjecting  the  obligations  to  the  trust,  subject  to 
transfer  to  the  trustee  in  event  of  default  or  probable  default,  as 
determined  by  the  trustee,  in  the  payment  of  principal  and  interest  of 
the  beneficial  interests  or  participations.  Collections  from  obligations 
subject  to  the  trust  shall  be  dealt  with  as  provided  in  the  instrument 
creating  the  trust.  The  trust  instrument  shall  provide  that  the 
trustee  will  promptly  pay  to  the  trustor  the  full  net  proceeds  of 
any  sale  of  beneficial  interests  or  participations  to  the  extent  they 
are  based  upon  such  obligations  or  collections.  Such  proceeds  shall 
be  dealt  with  as  otherwise  provided  by  law  for  sales  or  repayments  of 
such  obligations.  The  effect  of  both  past  and  future  sales  of  any 
issues  of  beneficial  interests  or  participations  shall  be  the  same,  to.  the 
extent  of  the  principal  of  such  issue,  as  the  direct  sale  of  the  obligations 
subject  to  the  trust.  Any  trustor  creating  a  trust  or  trusts  hereunder 
is  authorized  to  purchase,  through  the  facilities  of  the  trustee,  out¬ 
standing  beneficial  interests  or  participations  to  the  extent  of  the 
amount  of  his  responsibility  to  the  trustee  on  beneficial  interests  or 
participations  outstanding,  and  to  pay  his  proper  share  of  the  costs 
and  expenses  incurred  by  the  Federal  National  Mortgage  Association 
as  trustee  pursuant  to  the  trust  instrument,  and  for  these  purposes 
may  use  any  appropriated  funds  or  other  amounts  available  to  him 
for  the  general  purposes  or  programs  to  which  the  obligations  sub¬ 
jected  to  the  trust  are  related. 

“(3)  If  any  trustor  shall  guarantee  to  the  trustee  the  timely  payment 
of  obligations  he  subjects  to  a  trust  pursuant  to  this  subsection,  and 
it  becomes  necessary  for  such  trustor  to  meet  his  responsibilities  under 
such  guaranty,  he  is  authorized  to  fulfill  such  guaranty  by  using  any 
appropriated  funds  or  other  amounts  available  to  him  for  the  general 
purposes  or  programs  to  which  the  obligations  subjected  to  the  trust 

are  related.  _  .  „ 

“(4)  The  Association,  as  trustee,  is  authorized  to  issue  and  sell 
beneficial  interests  or  participations  under  this  subsection,  notwith¬ 
standing  that  aggregate  receipts  from  obligations  subject  to  the  related 
trust  are  or  may  become  insufficient  in  amount  to  provide  for  the 
payment  by  the  trustee  (on  a  timely  basis  out  of  current  receipts  or 
otherwise)  of  all  interest  or  principal  on  such  interests  or  participations 
(after  provision  for  all  costs  and  expenses  incurred  by  the  trustee, 
fairly  prorated  among  trustors) :  Provided ,  That  no  such  beneficial 
interests  or  participations  shall  be  issued  in  relation  to  any  obligations 
unless  the  trustee  determines  there  is  a  reasonable  probability  there 
will  not  be  an  insufficiency  as  aforesaid,  or  unless  the  amounts  issued 
are  within  aggregate  principal  amounts  authorized  in  advance  in 
appropriation  acts,  and  it  shall  be  in  order  to  include  provisions  author¬ 
izing  such  issuance  in  an  appropriation  act.  W  henever  such  an  aggre¬ 
gate  principal  amount  is  so  authorized,  there  shall  be  established  on 
the  books  of  the  Treasury  as  indefinite  appropriations  such  sums  as 
may  be  necessary  fiom  time  to  time  to  enable  the  trustor  to  pay  the 
trustee  such  insufficiency  as  the  trustee  may  require  on  account  ol 
outstanding  beneficial  interests  or  participations,  and  such  trustor 
shall  make  timely  payments  to  the  trustee  from  such  appropriations, 
subject  to  and  in  accord  with  the  trust  instrument.’ 
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Sec.  3.  (a)  Section  305(c)  of  the  Federal  National  Mortgage 
Association  Charter  Act  is  amended  by  deleting  “by  $450,000,000  on 
July  1,  1966,”. 

(b)  Section  401(d)  of  the  Housing  Act  of  1950  is  amended  by  de¬ 
leting  “1968:”  immediately  preceding  the  first  proviso  and  by  sub¬ 
stituting  therefor  “1965,  and  1967  and  1968:”. 

Sec.  4.  (a)  Section  303  (c)  of  title  III  of  the  Higher  Education 
Facilities  Act  of  1963  is  amended  by  striking  out  the  first  nine  words  in 
the  second  sentence  and  substituting  therefor  the  following:  “For 
the  purpose  of  making  payments  into  the  fund  established  under 
section  305”. 

(b)  Title  III  of  the  Higher  Education  Facilities  Act  of  1963  is 
further  amended  by  adding  after  section  304  the  following  new  section : 

“revolving  loan  fund 

“Sec.  305.  (a)  There  is  hereby  created  within  the  Treasury  a 
separate  fund  for  higher  education  academic  facilities  loans  (hereafter 
in  this  section  called  ‘the  fund’)  which  shall  be  available  to  the 
Commissioner  without  fiscal-year  limitation  as  a  revolving  fund  for 
the  purposes  of  this  title.  The  total  of  any  loans  made  from  the 
fund  in  any  fiscal  year  shall  not  exceed  limitations  specified  in  appro¬ 
priation  acts. 

“(b)(1)  The  Commissioner  is  authorized  to  transfer  to  the  fund 
available  appropriations  provided  under  section  303(c)  to  provide 
capital  for  the  fund.  All  amounts  received  by  the  Commissioner  as 
interest  payments  or  repayments  of  principal  on  loans,  and  any 
other  moneys,  property,  or  assets  derived  by  him  from  his  operations 
in  connection  with  this  title,  including  any  moneys  derived  directly 
or  indirectly  from  the  sale  of  assets,  or  beneficial  interests  or  partici¬ 
pations  in  assets,  of  the  fund,  shall  be  deposited  in  the  fund. 

“(2)  All  loans,  expenses,  and  payments  pursuant  to  operations  of 
the  Commissioner  under  this  title  shall  be  paid  from  the  fund,  in¬ 
cluding  (but  not  limited  to)  expenses  and  payments  of  the  Com¬ 
missioner  in  connection  with  the  sale,  under  section  302(c)  of  the 
Federal  National  Mortgage  Association  Charter  Act,  of  participa¬ 
tions  in  obligations  acquired  under  this  title.  From  time  to  time  and 
at  least  at  the  close  of  each  fiscal  37ear,  the  Commissioner  shall  pay 
from  the  fund  into  the  Treasury  as  miscellaneous  receipts  interest 
on  the  cumulative  amount  of  appropriations  paid  out  for  loans  under 
this  title  or  available  as  capital  to  the  fund,  less  the  average  undis¬ 
bursed  cash  balance  in  the  fund  during  the  year.  The  rate  of  such 
interest  shall  be  determined  by  the  Secretary  of  the  Treasury,  taking 
into  consideration  the  average  market  yield  during  the  month  pre¬ 
ceding  each  fiscal  year  on  outstanding  Treasury  obligations  of  maturity 
comparable  to  the  average  maturity  of  loans  made  from  the  fund. 
Interest  payments  may  be  deferred  with  the  approval  of  the  Secretary 
of  the  Treasury,  but  any  interest  payments  so  deferred  shall  themselves 
bear  interest.  If  at  any  time  the  Commissioner  determines  that 
moneys  in  the  fund  exceed  the  present  and  an}7  reasonably  prospec¬ 
tive  future  requirements  of  the  fund,  such  excess  may  be  transferred 
to  the  general  fund  of  the  Treasury.” 
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Sec.  5.  Section  338(c)  of  the  Consolidated  Farmers  Home  Admin¬ 
istration  Act  of  1961  is  amended  by  striking  in  the  second  sentence 
“and  (8)”  and  inserting  in  lieu  thereof  “(8)  section  8  of  the  Watershed 
Protection  and  Flood  Prevention  Act,  as  amended  (16  U.S.C.  1006a); 
(9)  section  32(e)  of  the  Bankhead-Jones  Farm  Tenant  Act,  as  amended 
(7  U.S.C.  1011);  and  (10)”;  and  by  inserting  in  the  fifth  sentence 
after  “title,”  the  following:  “section  8  of  the  Watershed  Protection 
and  Flood  Prevention  Act,  as  amended,  and  section  32(e)  of  the 
Bankhead-Jones  Farm  Tenant  Act,  as  amended,”. 

Sec.  6.  Nothing  in  this  Act  shall  be  construed  to  repeal  or  modify 
the  provisions  of  section  1820(e)  of  title  38,  United  States  Code, 
respecting  the  authority  of  the  Administrator  of  Veterans’  Affairs. 


April  19,  1966. 


MEMORANDUM 

Memorandum  for  the  President 

This  memorandum  was  prepared  to  provide  you  with  background  4' 
concerning  the  “Participation  Sales  Act  of  1966.”  We  recommend  ^ 
that  you  transmit  the  legislation  to  the  Congress. 

The  proposed  legislation  is  designed  to  implement  your  recom¬ 
mendation  in  the  budget  message  relating  to  the  substitution  of 
private  for  public  financing  in  various  Federal  credit  programs. 
Specifically,  the  draft  bill  would  provide  for  a  coordinated  program, 
through  the  Federal  National  Mortgage  Association,  of  sales  of 
participations  in  pools  of  financial  assets  held  by  various  Federal 
agencies. 

The  basic  purpose  of  the  proposed  legislation,  as  indicated,  is  to 
encourage  the.  substitution  of  private  for  public  credit  in  various 
major  Federal  credit  programs.  Given  the  desirability  of  drawing 
in  greater  private  participation  in  the  Federal  credit  programs,  the  sale 
of  interests  in  pools  of  assets  is  the  most  satisfactory  and  economical 
means  that  has  been  devised  to  meet  this  end.  The  program  of 
asset  sales  also  facilitates  the  efficient  use  of  budgetary  funds. 

The  technique  now  proposed  for  sales  of  assets  have  evolved 
gradually  during  the  past  three  administrations,  stretching  back  in 
time  to  the  mid-l960’s.  Both  the  Commission  on  Money  and  Credit,  . 
which  produced  its  distinguished  report  in  1961,  and  President 
Kennedy’s  Committee  on  Federal  Credit  Programs,  which  was 
chaired  by  Secretary  Dillon,  recommended  that  vigorous  efforts 
should  be  made  to  encourage  private  participation  in  Federal  credit 
programs.  A  similar  point  was  made  in  a  minority  report  of  the 
House  Ways  and  Means  Committee  in  1963,  which  urged  an  expansion 
of  the  Federal  Government’s  asset  sales. 

A  guiding  principle  of  these  programs  is  that  Federal  credit  should 
supplement  or  stimulate  private  lending  rather  than  substitute  for  it. 
This  is  a  matter  of  basic  economic  philosophy,  as  well  as  a  recognition 
of  the  fact  that  the  private  market  should,  and  will,  continue  to 
account  for  the  bulk  of  all  credit  extensions. 

Federal  credit  programs,  working  through  the  private  market,  help 
to  make  the  market  stronger,  more  competitive,  and  better  able  to 
serve  the  economy’s  needs  over  the  long  term,  than  if  the  Federal 
credit  programs  unnecessarily  preempted  functions  that  private 
lenders  could  perform  effectively.  In  addition,  use  of  private  market 
facilities  frequently  can  ease  the  problem  of  administering  Govern¬ 
ment  programs  and  make  Government  aid,  where  appropriate,  more 
available  to  potential  borrowers. 

Carrying  through  these  principles  and  recommendations,  increased 
emphasis  has  been  placed  in  recent  years  on  greater  use  of  Govern¬ 
ment  guarantees  of  private  credit  and  on  direct  sales  of  individual 
Government  loans  to  private  lenders.  More  recently,  sales  of  indi- 
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victual  loans  have  been  supplemented  by  pooling  large  numbers  of  loans 
and  selling  certificates  of  participation  in  such  pools. 

By  the  use  of  this  efficient  technique,  the  Export-Import  Bank  of 
Washington  has  been  able,  since  1962,  to  sell  about  $1.7  billion  of  its 
direct  loans  which  otherwise  might  not  have  been  marketable.  The 
Federal  National  Mortgage  Association,  acting  as  trustee  under 
authority  granted  by  the  Housing  Act  of  1964,  has  been  able  to  sell 
$1.6  billion  of  participation  certificates  (including  their  current 
offering)  in  pools  of  housing  mortgage  loans  set  aside  by  its  manage¬ 
ment  and  liquidation  and  special  assistance  functions  and  by  the 
Veterans’  Administration. 

Even  with  these  major  efforts  to  draw  on  private  credit,  the  volume 
of  direct  Federal  loans  outstanding  has  increased  in  recent  years. 
It  was  $25.1  billion  on  June  30,  1961,  and  $33.1  billion  on  June  30, 
1965.  The  estimated  level  for  June  30,  1966,  is  $33.3  billion  assuming 
completion  of  the  sales  indicated  in  the  latest  budget  document. 
Under  the  proposed  program  of  asset  sales,  the  volume  of  direct 
Federal  loans  outstanding  would  decline  to  $31.5  billion  on  June  30, 
i967. 

The  increase  in  asset  sales  largely  arises  from  broadening  the  pro¬ 
gram,  as  proposed  in  your  1967  budget,  to  include  sales  of  participa¬ 
tions  in  assets  of  the  Farmers  Home  Administration,  the  Office  of 
Education,  the  college  housing  program,  the  public  facility  loan 
program,  and  the  Small  Business  Administration. 

The  centralization  of  the  participation  sales  activity  in  FNMA, 
by  building  on  an  already  successful  bod}?-  of  market  experience,  will 
help  to  assure  the  orderly  and  most  economical  sale  of  this  paper. 
It  will  also  assure  the  effective  coordination  of  these  offerings,  not 
only  with  one  another  but  also  with  the  Treasury’s  own  debt  manage¬ 
ment  operations.  The  alternative  of  having  each  of  the  agencies 
involved  conduct  its  own  sales  operation  would  greatly  complicate  the 
coordination  problem,  would  produce  a  wasteful  duplication  of 
efforts,  and  would  result  in  a  less  effective  and  more  costly  operation 
for  the  Federal  Government.  Under  the  guidance  of  FNMA,  the 
asset  sales  undertaken  for  newer  programs,  less  well  known  to  the 
market,  would  gain  the  benefit  of  seasoning  and  experience  that  has 
been  built  up  already  through  the  FNMA  operations. 

Another  advantage  of  the  pool  arrangements  goes  back  to  the  fact 
that  a  number  of  sound  Federal  loans  carry  interest  rates  significantly 
below  levels  at  which  private  lenders  would  be  willing  to  invest  their 
funds  in  the  present  market.  These  rates,  in  many  cases,  have  been 
written  into  the  legislation  setting  up  the  programs.  While  the  rela¬ 
tively  low  rates  do  not  make  the  loans  any  less  sound,  these  rates  do 
mean  that  such  loans  could  be  sold  directly  to  private  investors  only 
at  substantial  discounts. 

The  proposed  legislation  would  make  it  possible  to  include  such  loans 
in  marketable  pools  by  providing,  in  effect,  means  for  the  agency 
owning  the  loans  to  make  supplementary  payments  to  the  trustee  of 
the  pool  to  cover  the  interest  insufficiency.  The  supplementary  pay¬ 
ments  would  be  subject  to  the  effective  approval  of  the  Appropriations 
Committees  since  these  committees  would  authorize  the  amounts  of 
any  issues  of  participations  on  which  supplementary  payments  are 
likely  to  be  required.  Section  2(b)(4)  of  the  bill  specifically  provides 
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that  the  amount  of  any  such  participation  issues  be  within  aggregate 
principal  amounts  authorized  in  advance  in  appropriation  acts. 

A  further  advantage  of  the  pool  arrangements  is  in  their  ability  to 
draw  into  the  financing  of  public  credit  programs  practically  all  sectors 
of  the  capital  markets.  Many  segments  of  the  market  cannot  deal 
in  individual  mortgages.  Other  sectors  are  not  able  to  purchase  in¬ 
dividual  business  or  college  housing  loans.  But  almost  all  segments 
of  the  market  are  potential  investors  in  pool  certificates.  Two  con¬ 
sequences  flow  from  this:  first,  the  market  for  a  number  of  particular 
types  of  credit  instruments  is  substantially  broadened;  and,  second, 
sales  of  participations  do  not  disrupt  particular  segments  of  the  capital 
markets,  as  might  be  the  case  if  the  mortgages  or  loans  were  sold 
individually. 

It  has  been  pointed  out  on  some  occasions  that  the  sale  of  Federal 
credit  program  financial  assets,  whether  through  participation  certif¬ 
icates  or  other  means,  is  more  expensive  than  financing  though  the 
direct  issue  of  Treasury  obligations.  This  is  true,  although  the  cost 
difference  has  proved  to  be  relatively  minor.  For  example,  FNMA 
participation  certificates  have  been  sold  at  rates  roughly  one-fourth 
of  1  percent  above  Treasury  issues  of  comparable  maturity;  and  it  is 
entirely  possible  that  the  margin  may  diminish  as  the  market  gains 
experience  with  these  high-quality  credits. 

Moreover,  carried  to  its  logical  conclusion,  this  argument  would 
have  the  Treasury  financing  directly  all  of  the  Federal  insurance  and 
guarantee  programs,  since  it  can  obviously  do  this  more  cheaply  than 
the  private  market.  Other  types  of  credit,  now  handled  entirely  in 
the  private  market,  could  also  be  financed  more  “cheaply”  by  the 
U.S.  Treasury.  We  certainly  wish  to  retain,  however,  the  principle 
that  the  allocation  of  credit  for  essentially  private  purposes  should 
be  a  function  of  the  private  market.  That  was  the  philosophy  of  the 
Commission  on  Money  and  Credit  and  of  the  President’s  Committee  on 
Federal  Credit  Programs.  It  is  a  sound  philosophy,  and  I  believe  we 
should  continue  our  efforts  to  strengthen  the  private  market  as  a 
means  for  achieving  program  objectives  with  a  minimum  of  Govern¬ 
ment  interference. 

For  the  reasons  stated  above,  we  recommend  that  you  transmit  the 
attached  bill  to  the  Congress  and  urge  its  speedy  passage. 

Henry  H.  Fowler, 

Secretary  of  the  Treasury. 

Charles  L.  Schultze, 
Director,  Bureau  of  the  Budget. 


Section-by-Section  Summary  of  the  Participation  Sales 

Act  of  1966 

General 

The  bill  would  broaden  and  make  available  on  a  governmentwide 
basis  authority  for  the  sale  of  participations  in  pools  of  financial  assets 
now  owned  by  Federal  credit  agencies.  This  would  be  accomplished 
by  revising  the  authority  provided  in  1964  under  which  the  Federal 
National  Mortgage  Association  as  trustee  sells  certificates  of  partici¬ 
pation  in  pools  of  assets  set  aside  by  the  Veterans’  Administration 
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and  by  the  special  assistance  functions  and  the  management  and  liqui¬ 
dating  program  of  FNMA,  and  by  making  related  changes  in  statutes 
of  other  agencies  to  permit  such  agencies  to  make  use  of  participation 
sales  methods. 

Section  1.  Short  title 

The  bill  would  be  cited  as  the  “Participation  Sales  Act  of  1966.’ 

Section  2.  Amendments  to  section  302(c)  oj  the  Federal  National  Mortgage 
Association  Charter  Act 

Subsection  (a)  would  amend  existing  section  302(c)  of  the  Federal 
National  Mortgage  Association  Charter  Act  to  accommodate  the 
provisions  of  new  paragraphs  (2),  (3),  and  (4).  The  first  and  second 
amendments  are  technical.  The  purpose  of  the  third  amendment  is 
to  qualify  for  inclusion  in  participation  trusts,  securities  held  by 
various  Government  agencies  even  though  they  may  not  be  within 
the  technical  definition  of  obligations.  The  fourth  amendment  would 
exempt  participation  certificates  issued  pursuant  to  this  act  from  all 
regulation  by  the  Securities  and  Exchange  Commission.  The  fifth 
amendment  would  repeal  the  existing  authority  for  appropriations  to 
offset  differentials  arising  from  the  issuance  of  participations  based  on 
below-market  interest  rate  mortgages  insured  under  section  221(d)(3) 
of  the  National  Housing  Act;  this  repeal  is  appropriate  because  of 
substitute  arrangements  provided  in  subsection  (b)  of  section  2  of 
the  bill. 

Subsection  (b)  would  add  new  paragraphs  (2),  (3),  and  (4),  to 
section  302(c)  of  the  FNMA  Charter  Act.  New  paragraph  (2) 
would  authorize  the  head  of  any  executive  department,  agency,  or 
instrumentality  of  the  United  States  to  set  aside  a  part  or  all  of  any 
financial  assets  held  by  him,  subject  them  to  a  trust  or  trusts,  and  to 
guarantee  to  the  trustee  the  timely  payment  of  principal  and  interest 
on  the  assets  so  set  aside.  Under  the  trust  instrument  FNMA  would 
act  as  trustee,  and  title  to  the  obligations  so  set  aside  would  be  deemed 
to  have  passed  to  FNMA  in  trust.  The  custody,  control,  and  admin¬ 
istration  of  the  obligations,  however,  would  remain  in  the  trustor, 
subject  to  transfer  in  event  of  default  in  the  payment  of  principal 
and  interest  of  the  related  participation  certificates  issued  by  the 
trustee.  The  trust  instrument  would  require  the  trustee  to  pay 
promptly  to  the  trustor  the  full  net  proceeds  of  any  sale  of  participa¬ 
tions,  and  require  the  trustor  to  treat  the  proceeds  as  otherwise  pro¬ 
vided  by  the  law  for  direct  sales  or  repayments  of  such  obligations. 
To  facilitate  liquidation  of  assets  because  of  prepayments  or  defaults 
and  to  release  assets  for  direct  sale,  any  trustor  would  be  authorized, 
through  the  facilities  of  the  trustee,  to  acquire  outstanding  participa¬ 
tions  to  the  extent  of  his  responsibility  to  the  trustee.  Any  trustor 
would  also  be  authorized  to  pay  his  proper  share  of  the  costs  and 
expenses  incurred  by  the  trustee. 

New  paragraph  (2)  would  also  specifically  exempt  any  such  trusts 
from  all  taxation.  This,  in  effect,  would  categorize  the  trust  as  a 
corporation  and  exempt  its  income  from  tax.  Since  the  trust  is  a 
corporation,  the  income  received  by  the  participation  holders  would 
be  taxable  dividends,  even  if  part  of  the  income  earned  by  the  corpora¬ 
tion  would  have  been  tax  exempt  if  owned  directly  by  an  investor. 

New  paragraph  (3)  would  authorize  any  trustor  to  fulfill  his  guaran¬ 
tee  of  the  timely  payment  of  obligations  subjected  to  a  trust  by  using 
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any  appropriated  funds  or  other  amounts  available  to  him  for  the 
general  purposes  or  programs  to  which  the  obligations  subjected  to  the 
trust  are  related. 

New  paragraph  (4)  would  expressly  authorize  FNMA,  as  trustee,  to 
issue  and  sell  participations  even  if  the  aggregate  receipts  from  obli¬ 
gations  subject  to  the  related  trust  are  insufficient  to  permit  the  pay¬ 
ment  by  the  trustee  of  all  interest  or  principal  on  the  participations. 
However,  the  trustee  cannot  issue  participations  unless  it  determines 
there  is  a  reasonable  probability  that  the  aggregate  receipts  from  the 
obligations  will  not  be  insufficient,  or  unless  the  amounts  of  partici¬ 
pations  issued  are  within  aggregate  principal  amounts  authorized  in 
advance  in  appropriation  acts.  Authority  is  given  to  include  pro¬ 
visions  authorizing  the  issuance  of  such  participations  in  an  appropria¬ 
tion  act. 

When  the  amounts  of  participations  to  be  issued  are  authorized  in 
an  appropriation  act  or  acts,  indefinite  appropriations  would  be 
established  on  the  books  of  the  Treasury  in  the  amounts  necessary 
to  enable  the  trustor  to  effect  timely  payment  to  the  trustee  of  any 
insufficiencies  on  account  of  outstanding  participation.  The  trustor 
would  be  required  to  make  timely  payments  to  the  trustee  from  such 
appropriations.  Thus,  purchasers  of  participations  would  be  assured 
of  timely  payments  of  principal  and  interest  without  further  action  by 
the  Congress. 

Section  3.  Reductions  in  new  obligational  authority 

Subsection  (a)  amends  section  305(c)  of  the  FNMA  Charter  Act 
by  reducing  by  $450  million  the  aggregate  potential  authority  of 
FNMA  to  purchase  mortgages  under  its  special  assistance  functions. 

Subsection  (b)  would  amend  section  401(d)  of  the  Housing  Act  of 
1950  by  reducing  by  $300  million  the  borrowing  authority  of  the  college 
housing  loan  program.  Both  reductions  are  made  possible  by  in¬ 
creased  sales  of  participation  certificates  in  existing  loans. 

Section  Office  of  Education  revolving  loan  fund  provisions 

Subsection  (a)  of  this  section  would  amend  section  303(c)  of  the 
Higher  Education  Facilities  Act  of  1963  to  provide  that  appropria¬ 
tions  for  making  academic  facility  loans  would  now  be  payable  into 
the  fund  to  be  established  by  subsection  (b)  of  this  section. 

Subsection  (b)  would  add  a  new  section  305  to  the  Higher  Educa¬ 
tion  Facilities  Act  of  1963  establishing  a  separate  revolving  fund  for 
higher  education  academic  facilities  loans,  available  without  fiscal  year 
limitation.  The  total  of  new  loans  made  from  the  fund  in  any  fiscal 
year  would  be  subject  to  limitations  specified  in  appropriation  acts. 
All  appropriations  available  for  academic  facilities  loans  and  all  re¬ 
ceipts  from  operations  and  from  participation  sales  would  be  deposited 
in  the  fund.  All  loans,  expenses,  and  payments  would  be  paid  from 
the  fund,  including  expenses  and  payments  to  the  Federal  National 
Mortgage  Association  in  connection  with  the  sale  of  participations. 
The  Commissioner  would  be  required  to  pay  from  the  fund  into  the 
Treasury  interest  on  the  net  amount  of  appropriations  used  by  the 
fund. 

Section  5.  Farmers  Home  Administration  direct  loan  account  provisions 

Section  5  would  amend  section  338(c)  of  the  Consolidated  Farmers 
Home  Administration  Act  of  1961  to  transfer  to  the  direct  loan  account 
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watershed  protection  and  flood  prevention  loans,  rural  renewal  loans, 
and  resource  conservation  and  development  loans  not  now  financed 
through  revolving  funds.  The  intent  is  to  include  among  the  loans 
eligible  for  pooling  under  section  2  all  loans  made  by  the  Farmers 
Home  Administration  (including  not  only  those  in  the  direct  loan 
account,  but  also  those  in  the  emergency  credit  revolving  fund,  rural 
housing  direct  loan  account,  agricultural  credit  insurance  fund,  and 
the  rural  housing  insurance  fund). 

Section  6.  Preservation  of  existing  Veterans'  Administration  authority 
.  Section  6  would  make  clear  that  nothing  contained  in  this  bill  should 
/  be  construed  to  repeal  or  modify  the  existing  authority  of  the  Adminis¬ 
trator  of  Veterans’  Affairs  to  enter  into  trust  arrangements  comparable 
to  those  contemplated  by  this  bill.  The  intent  of  this  section  would 
be  to  authorize  the  Administrator  of  Veterans’  Affairs  to  enter  into 
trust  arrangements  either  under  the  provisions  of  this  bill,  or  under 
the  provisions  of  section  1820(e)  of  title  38,  United  States  Code. 


o 
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IN  THE  HOUSE  OF  REPRESENTATIVES 

April  20, 1966 

Mr.  Patman  introduced  the  following  bill;  which  was  referred  to  the  Com¬ 
mittee  on  Banking  and  Currency 


A  BILL 

To  promote  private  financing  of  credit  needs  and  to  provide  for 
an  efficient  and  orderly  method  of  liquidating  financial  assets 
held  by  Federal  credit  agencies,  and  for  other  purposes. 

1  Be  it  enacted  by  the  Senate  and  House  of  Bepresenta- 

2  tines  of  the  United  States  of  America  in  Congress  assembled, 

3  That  this  Act  may  be  cited  as  the  “Participation  Sales  Act 

4  of  1966”. 

5  Sec.  2.  (a)  Section  302  (c)  of  the  Federal  National 

6  Mortgage  Association  Charter  Act  is  amended — 

7  (1)  by  inserting  “(1)”  immediately  following 

8  “ (c) 

9  (2)  by  inserting  after  “undertakings  and  activities” 

★I 


1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 


2 

a  comma  and  “hereinafter  in  this  subsection  called 
‘trusts’,” ; 

(3)  by  striking  out  the  words  “offered  to  it  by 
the  Housing  and  Home  Finance  Agency  or  its  Admin¬ 
istrator,  or  by  such  Agency’s  constituent  units  or 
agencies  or  the  heads  thereof,  or  any  first  mortgages  in 
which  the  United  States  or  any  agency”  in  the  first 
sentence  thereof  and  by  inserting  “and  other  types  of 
securities,  including  any  instrument  commonly  known 
as  a  security,  hereinafter  in  this  subsection  called  ‘obliga¬ 
tions,’  in  which  the  United  States  or  any  executive 
department,  agency,” ; 

(4)  by  striking  out  the  third  sentence  thereof  and 
substituting  therefor  the  following:  “Participations  or 
other  instruments  issued  by  the  Association  pursuant 
to  this  subsection  shall  to  the  same  extent  as  securities 
which  are  direct  obligations  of  or  obligations  guaranteed 
as  to  principal  or  interest  by  the  United  States  be 
deemed  to  be  exempt  securities  within  the  meaning  of 
laws  administered  by  the  Securities  and  Exchange  Com¬ 
mission.”;  and 

(5)  by  stinking  out  the  fourth  sentence  thereof. 

(b)  Section  302  (c)  of  such  Act  is  further  amended  by 

adding  the  following: 

“(2)  Notwithstanding  any  other  provision  of  law,  the 
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1  head  of  any  executive  department,  agency,  or  instrumentality 

2  of  the  United  States,  hereinafter  in  this  subsection  called 

3  the  “trustor”,  is  authorized  to  set  aside  a  part  or  all  of 

4  any  obligations  held  by  him  and  subject  them  to  a  trust 

5  or  trusts  and,  incident  thereto,  may  guarantee  to  the  trustee 

6  timely  payment  thereof.  The  trust  instrument  may  provide 

7  for  the  issuance  and  sale  of  beneficial  interests  or  participa- 

8  tions,  by  the  trustee,  in  such  obligations  or  in  the  right  to 

9  receive  interest  and  principal  collections  therefrom ;  and  may 

10  provide  for  the  substitution  or  withdrawal  of  such  obliga- 

11  tions,  or  for  the  substitution  of  cash  for  obligations.  The 

12  trust  or  trusts  shall  be  exempt  from  all  taxation.  The  trust 

13  instrument  may  also  contain  other  appropriate  provisions 
11  in  keeping  with  the  purposes  of  this  subsection.  INotwith- 

15  standing  any  other  provision  of  law,  the  Association  may  be 

16  named  and  may  act  as  trustee  of  any  such  trusts  and, 

17  for  the  purposes  thereof,  the  title  to  such  obligations 

18  shall  be  deemed  to  have  passed  to  the  Association 

19  in  trust:  Provided,  That  the  trust  instrument  shall 

29  provide  that  custody,  control,  and  administration  of  the 

21  obligations  shall  remain  in  the  trustor  subjecting  the  obliga- 

22  tions  to  the  trust,  subject  to  transfer  to  the  trustee  in  event 
28  of  default  or  probable  default,  as  determined  by  the  trustee, 
24  in  the  payment  of  principal  and  interest  of  the  beneficial 
2^  interests  or  participations.  Collections  from  obligations  sub- 
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ject  to  the  trust  shall  be  dealt  with  as  provided  in  the  instru¬ 
ment  creating  the  trust.  The  trust  instrument  shall  provide 
that  the  trustee  will  promptly  pay  to  the  trustor  the  full 
net  proceeds  of  any  sale  of  beneficial  interests  or  participa¬ 
tions  to  the  extent  they  are  based  upon  such  obligations  or 
collections.  Such  proceeds  shall  be  dealt  with  as  otherwise 
provided  by  law  for  sales  or  repayment  of  such  obligations. 
The  effect  of  both  past  and  future  sales  of  any  issue  of 
beneficial  interests  or  participations  shall  be  the  same,  to 
the  extent  of  the  principal  of  such  issue,  as  the  direct  sale  of 
the  obligations  subject  to  the  trust.  Any  trustor  creating 
a  trust  or  trusts  hereunder  is  authorized  to  purchase,  through 
the  facilities  of  the  trustee,  outstanding  beneficial  interests 
or  participations  to  the  extent  of  the  amount  of  his  respon¬ 
sibility  to  the  trustee  on  beneficial  interests  or  participations 
outstanding,  and  to  pay  his  proper  share  of  the  costs  and 
expenses  incurred  by  the  Federal  National  Mortgage  Asso¬ 
ciation  as  trustee  pursuant  to  the  trust  instrument,  and  for 
these  purposes  may  use  any  appropriated  funds  or  other 
amounts  available  to  him  for  the  general  purposes  or  pro¬ 
grams  to  which  the  obligations  subjected  to  the  trust  are 
related. 

“  ( 3 )  If  any  trustor  shall  guarantee  to  the  trustee  the 
timely  payment  of  obligations  he  subjects  to  a  trust  pursuant 
to  this  subsection,  and  it  becomes  necessary  for  such  trustor 
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to  meet  his  responsibilities  under  such  guaranty,  he  is  au¬ 
thorized  to  fulfill  such  guaranty  by  using  any  appropriated 
funds  or  other  amounts  available  to  him  for  the  general  pur¬ 
poses  or  programs  to  which  the  obligations  subjected  to  the 
trust  are  related. 

,k  (4)  The  Association,  as  trustee,  is  authorized  to  issue 
and  sell  beneficial  interests  or  participations  under  this  sub¬ 
section,  notwithstanding  that  aggregate  receipts  from  obli¬ 
gations  subject  to  the  related  trust  are  or  may  become  insuf¬ 
ficient  in  amount  to  provide  for  the  payment  by  the  trustee 
(on  a  timely  basis  out  of  current  receipts  or  otherwise)  of 
all  interest  or  principal  on  such  interests  or  participations 
(after  provision  for  all  costs  and  expenses  incurred  by  the 
trustee,  fairly  prorated  among  trustors)  :  Provided,  That  no 
such  beneficial  interests  or  participations  shall  be  issued  in 
relation  to  any  obligations  unless  the  trustee  determines  there 
is  a  reasonable  probability  there  will  not  he  an  insufficiency 
as  aforesaid,  or  unless  the  amounts  issued  are  within  aggre¬ 
gate  principal  amounts  authorized  in  advance  in  appropria¬ 
tion  Acts,  and  it  shall  be  in  order  to  include  provisions 
authorizing  such  issuance  in  an  appropriation  Act.  When¬ 
ever  such  an  aggregate  principal  amount  is  so  authorized, 
there  shall  be  established  on  the  books  of  the  Treasury  as 
indefinite  appropriations  such  sums  as  may  be  necessary  from 
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time  to  time  to  enable  the  trustor  to  pay  the  trustee  such 
insufficiency  as  the  trustee  may  require  on  account  of  out¬ 
standing  beneficial  interests  or  participations,  and  such  trustor 
shall  make  timely  payments  to  the  trustee  from  such  appro¬ 
priations,  subject  to  and  in  accord  with  the  trust  instrument.” 

Sec.  3.  (a)  Section  305  (c)  of  the  Federal  National 
Mortgage  Association  Charter  Act  is  amended  by  deleting 
“by  $450,000,000  on  July  1,  1966,”. 

(b)  Section  401  (d)  of  the  Housing  Act  of  1950  is 
amended  by  deleting  “1968:”  immediately  preceding  the 
first  proviso  and  by  substituting  therefor  “1965,  and  1967 
and  1968:”. 

Sec.  4.  (a)  Section  303  (c)  of  title  III  of  the  Higher 
Education  Facilities  Act  of  1963  is  amended  by  striking  out 
the  first  nine  words  in  the  second  sentence  and  substituting 
therefor  the  following :  “For  the  purpose  of  making  payments 
into  the  fund  established  under  section  305”. 

(b)  Title  III  of  the  Higher  Education  Facilities  Act  of 
1963  is  further  amended  by  adding  after  section  304  the  fol¬ 
lowing  new  section : 

“revolving  loan  fund 

“Sec.  305.  (a)  There  is  hereby  created  within  the 
Treasury  a  separate  fund  for  higher  education  academic  facili¬ 
ties  loans  (hereafter  in  this  section  called  “the  fund”)  which 
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shall  be  available  to  the  Commisisoner  without  fiscal  year 
limitation  as  a  revolving  fund  for  the  purposes  of  this  title. 
The  total  of  any  loans  made  from  the  fund  in  any  fiscal  year 
shall  not  exceed  limitations  specified  in  appropriation  Acts. 

“(b)  ( 1 )  The  Commissioner  is  authorized  to  transfer  to 
the  fund  available  appropriations  provided  under  section 
303  (c)  to  provide  capital  for  the  fund.  All  amounts  re¬ 
ceived  by  the  Commissioner  as  interest  payments  or  repay¬ 
ments  of  principal  on  loans,  and  any  other  moneys,  property, 
or  assets  derived  by  him  from  his  operations  in  connection 
with  this  title,  including  any  moneys  derived  directly  or  in¬ 
directly  from  the  sale  of  assets,  or  beneficial  interests  or  par¬ 
ticipations  in  assets,  of  the  fund,  shall  be  deposited  in  the  fund. 

“(2)  All  loans,  expenses,  and  payments  pursuant  to 
operations  of  the  Commissioner  under  this  title  shall  be  paid 
from  the  fund,  including  (but  not  limited  to)  expenses  and 
payments  of  the  Commissioner  in  connection  with  sale, 
under  section  302(c)  of  the  Federal  National  Mortgage 
Association  Charter  Act,  of  participations  in  obligations  ac¬ 
quired  under  this  title.  From  time  to  time,  and  at  least  at 
the  close  of  each  fiscal  year,  the  Commissioner  shall  pay 
from  the  fund  into  the  Treasury  as  miscellaneous  receipts 
interest  on  the  cumulative  amount  of  appropriations  paid  out 
for  loans  under  this  title  or  available  as  capital  to  the  fund, 
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less  the  average  undisbursed  cash  balance  in  the  fund  during 
the  year.  The  rate  of  such  interest  shall  be  determined  by 
the  Secretary  of  the  Treasury,  taking  into  consideration  the 
average  market  }Tield  during  the  month  preceding  each  fiscal 
year  on  outstanding  Treasury  obligations  of  maturity  com¬ 
parable  to  the  average  maturity  of  loans  made  from  the  fund. 
Interest  payments  may  be  deferred  with  the  approval  of  the 
Secretary  of  the  Treasury,  but  any  interest  payments  so 
deferred  shall  themselves  bear  interest.  If  at  any  time  the 
Commissioner  determines  that  moneys  in  the  fund  exceed 
the  present  and  any  reasonably  prospective  future  require¬ 
ments  of  the  fund,  such  excess  may  be  transferred  to  the 
general  fund  of  the  Treasury.” 

Sec.  5.  Section  338(c)  of  the  Consolidated  Farmers 
Home  Administration  Act  of  1961  is  amended  by  striking 
in  the  second  sentence  “and  (8)  ”  and  inserting  in  lieu 
thereof  “  (8)  section  8  of  the  Watershed  Protection  and 
Flood  Prevention  Act,  as  amended  (16  U.S.C.  1006a)  ; 
(9)  section  32(e)  of  the  Bankhead- Jones  Farm  Tenant 
Act,  as  amended  (7  U.S.C.  1011)  ;  and  (10)”;  and  by 
inserting  in  the  fifth  sentence  after  “title,”  the  following: 
“section  8  of  the  Watershed  Protection  and  Flood  Prevention 
Act,  as  amended,  and  section  32  (e)  of  the  Bankhead- Jones 
Farm  Tenant  Act,  as  amended,”. 


9 


1  Sec.  G.  Nothing  in  this  Act  shall  be  construed  to  repeal 

2  or  modify  the  provisions  of  section  1820(e)  of  title  38, 

3  United  States  Code,  respecting  the  authority  of  the  Admin- 

4  istrator  of  Veterans’  Affairs. 
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\  The  House  met  at  12  o’clock  noon. 

YRabbi  Edward  T.  Sandrow,  Congre¬ 
gation  Beth  El,  Cedarhurst,  N.Y.,  offered 
theVollowing  prayer: 

Etdrnal  God,  Creator  of  all  men  re¬ 
gardless  of  race,  color,  or  creed,  we  pray 
unto  Thee  with  sincere  and  humble 
hearts.  \We  find  the  problems  of  life 
difficult  Vnd  our  own  wisdom  and 
knowledge\insufficient.  We  need  Thee, 
Almighty,  to  help  us  face  the  challenge 
of  these  troubled  and  mediocre  days. 
Have  mercy  'upon  our  restless  world. 
Grant  all  meiXthe  vision  to  strive  for 
human  brotherhood,  so  that  peace  and 
justice  can  be  t\e  normal  experiences 
of  our  world.  wX  pray  for  our  youth, 
for  their  homes  ancXschools  so  that  they 
may  be  constantlyXawakened  to  the 
great  ideas  of  faith  anckthe  worthy  causes 
of  our  American  wayNof  life — the  pur¬ 
suit  of  liberty  and  human  rights. 

Give  courage,  O  LordXto  the  Presi¬ 
dent  and  all  the  duly  constituted  au¬ 
thorities  of  our  Nation.  May  we  to¬ 
gether  press  forward  against  the  prej¬ 
udices,  the  hatreds,  the  malices  that  still 
exist  to  the  end  that  dignity,  beVuty,  and 
love  will  be  the  lot  of  all  men.  May  this 
be  Thy  will  and  let  us  say  amenV 


THE  JOURNAL  \ 

The  Journal  of  the  proceedings  of  yi 
terday  was  read  and  approved. 


PARTICIPATION  SALES  ACT 

(Mr.  PATMAN  asked  and  was  given 
permission  to  address  the  House  for  1 
minute,  and  to  revise  and  extend  his  re¬ 
marks.) 

Mr.  PATMAN.  Mr.  Speaker,  today 
the  President  of  the  United  States  is 
sending  a  message  to  the  Congress  call¬ 
ing  for  legislation  which  will  establish 
participation  pools  of  Government  assets. 
This  legislation,  if  enacted,  would  create 
a  more  efficient  system  to  make  proper 
use  of  Federal  Government  funds  and 
assets. 

I  strongly  favor  such  legislation  in  that 
it  will  enable  the  administration  and  the 
Congress  to  further  achieve  the  goals 
as  set  forth  in  the  President’s  Great  So¬ 
ciety  program. 


Your  Banking  and  Currency  Commit¬ 
tee  will  hold  full  and  extensive  hearings 
on  this  important  legislation.  Hearings 
shall  commence  on  Thursday,  April  21, 
at  which  time  the  Honorable  Joseph  W. 
Barr,  Under  Secretary  of  the  Treasury, 
will  present  the  administration’s  views 
on  this  matter,  along  with  the  Honorable 
Charles  L.  Schultze,  Director  of  the 
Budget. 


PARTICIPATION  SALES  MESSAGE 
FROM  THE  PRESIDENT 

(Mr.  ALBERT  asked  and  was  given 
permission  to  address  the  House  for  1 
minute,  and  to  revise  and  extend  his 
remarks.) 

Mr.  ALBERT.  Mr.  Speaker,  I  take 
this  time  to  commend  the  President  of 
the  United  States  for  recommending  the 
legislation  proposed  in  his  participation 
sales  message. 

The  participation  sales  technique  is 
an  efficient,  flexible,  and  controlled 
method  for  channeling  funds  from  the 
private  credit  market  into  Government 
lending  programs.  It  is  not  new.  The 
pooling  of  mortgages  and  loans  held  by 
Federal  credit  agencies  and  the  sale  of 
participations  in  the  income  and  repay¬ 
ments  from  loans  in  the  pool  are  tech¬ 
niques  which  have  been  used  for  several 
years  by  the  Export-Import  Bank,  the 
Veterans’  Administration,  and  the  Fed¬ 
eral  National  Mortgage  Association. 

What  is  new  in  the  Sales  Participa¬ 
tion  Act  of  1966  is  that  President  John¬ 
son  is  recommending  that  we  extend  this 
loan  pool  technique  to  lending  programs 
of  additional  Government  agencies. 

To  those  of  us  who  are  concerned  that 
adequate  congressional  control  over  Gov¬ 
ernment  lending  programs  be  main¬ 
tained,  it  is  important  to  note  that  this 
new  legislation  would  do  just  that — it 
would  not  diminish  congressional  con¬ 
trols. 

This  legislation  would  extend  the  full 
participation  technique  to  lending  pro¬ 
grams  of  the  Fanners  Home  Adminis¬ 
tration,  the  lending  programs  for  col¬ 
lege  housing,  the  lending  programs  for 
public  facilities,  and  the  lending  pro¬ 
grams  of  the  Small  Business  Adminis¬ 
tration. 


In  order  to  coordinate  the  sale  of  par¬ 
ticipations,  these  operations  would  be 
centralized  in  a  single  agency,  the  Fed¬ 
eral  National  Mortgage  Association,  or 
Fannie  Mae  as  it  is  commonly  called, 
which  has  already  had  substantial  ex¬ 
perience  in  participation  sales  in  the 
mortgage  pooling  operations. 

An  important  advantage  of  this  pro¬ 
gram  is  that  it  would  make  possible  the 
sale  of  participations  in  loans  for  which 
Congress  has  established  an  interest  rate 
below  the  market  rate.  Yet  it  would  do 
so  in  such  a  way  as  to  fully  preserve 
congressional  prerogatives. 

This  legislation  provides  that  appro¬ 
priation  acts  must  authorize  in  advance 
the  amounts  of  participations  which 
could  be  sold  against  those  assets  carry¬ 
ing  relatively  low  interest  rates.  That 
provision  assures  that  the  appropria¬ 
tions  safeguards  of  the  legislative  process 
would  be  applied  to  participation  sales. 

With  the  authority  provided  by  this 
legislation,  as  President  Johnson  told  us 
in  January,  net  Government  expendi¬ 
tures  in  fiscal  1967  will  be  reduced  by  $4.7 
billion  through  asset  sales.  This  will  be 
four  times  the  total  sales  of  assets  we 
achieved  in  fiscal  1964. 

So  far  as  I  am  concerned,  this  measure 
stacks  up  as  a  good  bill — one  deserving 
approval  by  Congress  this  year. 

It  extends  the  efficiency  and  flexibility 
already  proven  by  existing  sales  partici¬ 
pation  programs. 

It  takes  nothing  away  from  the  con¬ 
trols  that  Congress  should  properly  ex¬ 
ercise  over  the  many  programs  Congress 
itself  originally  authorized. 

In  fact,  the  legislation  adds  a  new 
safety  catch — action  by  the  Appropria¬ 
tions  Committees  of  the  House  and  Sen¬ 
ate  prior  to  the  pooling  of  certain  Gov¬ 
ernment  loans  with  below-market  inter¬ 
est  rates. 

I  urge  its  approval. 


THE  SALES  PARTICIPATION  ACT 
OF  1966  SHOULD  BE  ENACTED 

(Mr.  REUSS  asked  and  was  given 
permission  to  address  the  House  for  1 
minute  and  to  revise  and  extend  his 
remarks.) 
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Mr.  REUSS.  Mr.  Speaker,  a  primary 
objective  of  the  Sales  Participation  Act 
of  1966,  which  President  Johnson  has 
transmitted  to  Congress,  is  to  provide  for 
both  an  orderly  and  economic  “selloff”  of 
assets  of  some  of  our  Federal  credit  pro¬ 
grams  in  the  private  credit  market. 

This,  of  course,  is  not  a  new  idea. 

In  fact,  it  is  a  tried  and  tested  idea. 
The  sale  of  participation  certificates 
would  be  handled  through  the  already 
established  facilities  of  the  Federal  Na¬ 
tional  Mortgage  Association. 

We,  in  Congress,  who  are  responsible 
for  the  creation  of  these  Federal  credit 
programs,  now  bear  the  responsibility  for 
assuring  the  smooth  flow  of  Federal 
credit  loan  paper  into  the  private  credit 
market. 

This  new  legislation  will,  in  my  opin¬ 
ion,  ease  the  problems  which  occur  with 
the  sales  of  assets.  Otherwise,  they  could 
continue  to  grow  and  cause  new  head¬ 
aches,  not  only  for  the  competent  debt 
management  officials  in  the  executive 
branch,  but  also,  in  time,  for  us  in 
Congress. 

Let  me  talk  about  just  one  of  these 
problems : 

We  now  have  as  many  as  half  a  dozen 
agencies  selling  their  own  paper,  some¬ 
times  to  a  very  limited  market  and  often 
in  competition  with  each  other.  These 
agencies  have  greatly  different  degrees 
of  experience  and  expertise  in  this  field. 
Some  are  very  well  qualified  to  carry  on 
these  sales,  some  are  less  so.  We  have 
found  that  the  sale  of  assets  can  conflict 
with  the  Treasury’s  debt  management 
operations,  and  this  can  have  disturbing 
consequences. 

The  best  technique  we  have  at  hand 
to  cope  with  these  problems  is  to  group 
assets  consisting  of  loan  paper  into  pools 
and  sell  shares  of  participations  in  the 
pools.  This  is  proposed  in  the  legislation 
which  we  have  received  from  the  Presi¬ 
dent. 

The  pools  would  gain  diversity  from 
the  grouping  of  various  kinds  of  loans. 
The  sales  would  be  centralized,  expertly 
handled,  and  coordinated  with  the  Treas¬ 
ury.  Further,  the  participations  would 
constitute  an  excellent  and  sought-after 
investment  which  would  command  a 
broad  market. 

As  I  stated  earlier,  the  technique  is 
not  new.  The  Export-Import  Bank  has 
used  it,  since  1962,  to  sell  about  $1.7 
billion  of  its  direct  loans  which  other¬ 
wise  might  not  have  been  marketable. 
The  Federal  National  Mortgage  Asso¬ 
ciation,  acting  under  the  Housing  Acts 
of  1964  and  1965,  has  sold  $1.6  billion  of 
participation  certificates  in  its  own  mort¬ 
gage  holdings  and  those  of  the  Veterans’ 
Administration. 

The  basic  provisions  of  the  President’s 
proposal  are  taken  directly  from  the 
Housing  Acts  of  1964  and  1965.  The 
earlier  act  authorized  FNMA  to  act  as 
trustee  for  the  sale  of  participations  in 
pools  of  first  mortgages.  The  1965  act 
extended  this  authority. 

The  President’s  proposal  would  further 
broaden  use  of  the  pooling  technique  by 
extending  it  to  all  agencies  of  the  Federal 
Government  which  hold  financial  assets. 
Sales  of  participations  would  be  coordi¬ 
nated  by  FNMA. 


The  cost  of  selling  participations 
through  FNMA,  judging  from  past  ex¬ 
perience,  might  be  about  one-fourth  of  1 
percent  more  than  direct  Treasury  bor¬ 
rowings  for  comparable  maturities.  In 
time,  as  the  participation  certificates 
gain  wider  acceptance  and  marketabil¬ 
ity,  they  may  command  rates  closer  in 
line  with  Treasury  issues.  And,  of 
course,  asset  sales  through  participation 
certificates  will  command  lower  rates 
than  would  the  direct  sale  of  the  under¬ 
lying  loans. 

Mr.  REES.  Mr.  Speaker,  I  am  in  favor 
of  the  proposed  Participation  Sales  Act 
of  1966 — which  President  Johnson  has 
just  transmitted  to  Congress. 

Explaining  the  need  for  this  legisla¬ 
tion,  President  Johnson  says  that  direct 
Federal  lending  programs  neither  can 
nor  should  carry  the  entire  burden  of 
financing  essential  activities  that  other¬ 
wise  would  not  get  adequate  financial 
support.  I  agree  with  that,  Mr.  Speaker. 

And  I  also  agree  with  the  President’s 
statement  in  his  letter  to  the  Speaker 
of  the  House  and  the  President  of  the 
Senate,  in  transmitting  this  legislation 
to  Congress: 

Under  our  system  of  free  enterprise  it  is 
far  better  for  the  Government  to. mobilize 
private  capital  to  these  ends. 

Further,  I  agree  with  the  point  made 
by  the  President  that  “it  is  far  better 
for  the  Government  to  stimulate  and 
supplement  private  lending  rather  than 
to  substitute  for  it.” 

The  proposed  Participation  Sales  Act 
of  1966  is — and  I  would  like  to  em¬ 
phasize  this  point — procedural  legisla¬ 
tion,  in  all  essential  respects.  It  will 
not,  and  I  repeat  not,  create  a  new  set 
of  subsidized  Government  loan  pro¬ 
grams. 

President  Johnson  says  that  the  sub¬ 
stitution  of  private  for  public  credit — ■ 
and  this  is  what  this  legislation  is  de¬ 
signed  to  do — means  “sound  financing 
for  worthwhile  projects  with  a  minimum 
of  Federal  participation” — and  that  is 
convincing  to  me. 

This  legislation  carries  forward  the 
process  and  policies  laid  down  by  three 
Presidents — Presidents  Eisenhower,  Ken¬ 
nedy,  and  Johnson  over  the  past  12 
years  or  more.  I  urge  approval  of  this 
legislation. 

Mr.  ANNUNZIO.  Mr.  Speaker,  some 
of  the  Members  on  the  other  side  of  the 
aisle  in  recent  weeks  have  made  state¬ 
ments  on  the  floor  of  this  House  and  en¬ 
tered  material  in  the  Record  impugning 
the  motives  behind  the  proposed  Partici¬ 
pation  Sales  Act  which  we  received  from 
the  President  today. 

The  two  most  frequently  heard  crit¬ 
icisms  of  this  legislation  that  we  have 
heard  are  that  it  is  a  piece  of  budget 
gimmickry  and  a  means  to  back-door  fi¬ 
nancing. 

Mr.  Speaker,  this  is  a  partisan  charge. 
I  hope  when  I  have  finished  my  remarks 
you  will  realize  just  how  partisan  it  is. 

First.  The  charge  of  budget  gim¬ 
mickry  relates  to  the  treatment  of  the 
figures  reflecting  the  sales  of  assets  in 
the  budget.  As  all  of  us  know,  the  sales 
of  assets  are  treated  in  the  budget  as 
negative  expenditures  rather  than  as  re¬ 
ceipts.  Those  who  made  the  charge  of 
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budget  gimmickry  should  be  reminded 
that  the  procedure  is  neither  new  with 
this  bill  nor  with  this  administration. 
It  is  the  conventional  budget  treatment 
given  the  entire  program  of  asset  sales 
since  the  administration  of  President 
Eisenhower  in  the  midfifties. 

Second.  The  charge  of  back-door  fi¬ 
nancing  relates  to  the  supposed  possi¬ 
bility  of  expanding  programs  and  start¬ 
ing  new  ones  without  congressional  ap¬ 
proval  or  adequate  congressional  control, 
using  the  proceeds  from  asset  sales. 
Anyone  who  has  read  the  President’s 
letter  of  transmittal  or  who  has  looked 
at  the  legislation  or  who  has  listened  to 
the  statements  made  here  today  by  my 
colleagues  knows  that  this  charge  has  no 
foundation  in  fact. 

Congressional  control  over  Federal 
credit  programs  would  be  maintained 
under  the  provisions  of  the  Participation 
Sales  Act.  In  some  cases — those  being 
the  programs  in  which  interest  rates 
to  the  alternate  borrower  are  below 
credit  market  rates — congressional  con¬ 
trol  would  be  augmented. 

That  is  the  fact  of  the  matter — con¬ 
gressional  control  would  be  maintained 
or  increased.  Backdoor  financing  is  an 
unfounded  accusation. 

To  show  you  how  partisan  these  un¬ 
founded  charges  are,  let  me  read  you 
two  brief  quotations: 

Private  capital  will  be  gradually  substi¬ 
tuted  for  the  Government  investment  until 
Government  funds  are  fully  repaid  and  the 
private  owners  take  over  responsibility  for 
the  program. 

That  is  not  a  quotation  from  President 
Johnson.  That  is  not  a  quotation  relat¬ 
ing  to  the  Participation  Sales  Act  of  1966. 

That  is  a  quotation  from  President 
Eisenhower’s  budget  message  issued  in 
January  1955.  It  states  the  goal  of  his 
administration  in  this  fMd,  which  was  to 
mobilize  private  capital  to  the  greatest 
extent  feasible  in  the  administration  of 
Federal  credit  programs.  The  second 
quotation  is  this: 

The  administration  also  can  always  reduce 
its  borrowing  requirements  by  additional 
sales  of  marketable  Government  assets. 

That  is  not  a  statement  from  President 
Johnson’s  budget  message  or  economic 
report.  Nor  is  it  from  any  statement  by 
the  majority  of  this  Congress. 

It  is  from  the  minority  report  of  the 
House  Ways  and  Means  Committee  Re¬ 
port  of  the  88th  Congress,  1st  session — 
May  1963 — on  H.R.  6009,  which  was 
to  provide  temporary  increases  in  the 
public  debt  limit.  It  was  signed  by  these 
Republican  members  of  the  committee, 
a  number  of  whom  are  here  today;  Mr. 
Byrnes,  Mr.  Baker,  Mr.  Curtis,  Mr. 
Knox,  Mr.  Utt,  Mr.  Betts,  Mr,  Alger, 
Mr.  Derounian,  Mr.  Schneebeli,  and 
Mr.  Collier. 

The  minority  report  expressed  the 
view  of  the  Republican  members  of  the 
committee  that  the  administration 
should  not  come  to  the  Congress  seek¬ 
ing  an  increase  in  the  debt  limit  until  it 
had  made  every  effort  to  reduce  its 
salable  assets,  both  from  its  loan  port¬ 
folio  and  from  its  stockpile  of  strategic 
materials. 

This  shows  one  of  two  things:  Either 
the  minority  members  of  3  years  ago 
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were  completely  In  error,  or  there  has 
been  a  remarkable  change  In  their  point 
of  view  since  President  Johnson  decided 
to  move  further  in  the  direction  taken 
under  President  Eisenhower  back  in  the 
1950’s.  . 

GENERAL  LEAVE 

Mr.  REUSS.  Mr.  Speaker,  I  ask  unan¬ 
imous  consent  that  all  Members  may 
have  permission  to  extend  their  remarks 
on  the  subject  of  Sale\Participation  Act 
of  1966,  following  thexemarks  on  that 
subject.  \ 

The  SPEAKER.  Is  there  objection  to 
the  request  of  the  gentlemals^  from  Wis¬ 
consin? 

There  was  no  objection. 

COMMITTEE  ON  APPROPRIATIONS 

Mr.  WHITTEN.  Mr.  Speaker,  i 
unanimous  consent  that  the  Committee 
on  Appropriations  may  have  until  mid> 
night  Friday,  April  22,  1966,  to  file  a ' 
privileged  report  on  the  Department  of 
Agriculture  appropriation  bill  for  the 
fiscal  year  1967. 

Mr.  RUMSFELD  reserved  all  points  of 
order  on  the  bill. 

The  SPEAKER.  Is  there  objection  to 
the  request  of  the  gentleman  from  Mis¬ 
sissippi? 

There  was  no  objection. 

CORRECTION  OF  VOTE 

Mr.  HULL.  Mr.  Speaker,  on  rollcall 
No.  65  I  am  recorded  as  not  voting.  I 
was  present  and  voted  “yea.”  I  ask 
unanimous  consent  that  the  permanent 
Record  and  Journal  be  corrected  accord¬ 
ingly. 

The  SPEAKER.  Is  there  objection  to 
the  request  of  the  gentleman  from 
Missouri? 

There  was  no  objection. 
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CORRECTION  OF  VOTE 

Mr.  HECHLER.  Mr.  Speaker,  on  roll- 
call  No.  66  I  am  recorded  as  not  voting. 
I  was  present  and  voted  “yea.”  I  aska 
unanimous  consent  that  the  permanei 
Record  and  Journal  be  corrected  accord¬ 
ingly. 

The  SPEAKER.  Is  there  objection  to 
the  request  of  the  gentleman  frojjl  West 
Virginia? 

There  was  no  objection. 


NAVY  DID  A  SPACE  AC 
STONE  AGE 


JOB  WITH 
)LS 


(Mr.  ROGERS  of  Florida  asked  and 
was  given  permission  to  address  the 
House  for  1  minute  and  to  revise  and 
extend  his  remarks.) 

Mr.  ROGERS/of  Florida.  Mr.  Speaker, 
the  Navy  spent  some  80  days  to  recover 
the  H-bomb/fost  off  the  coast  of  Spain 
this  January.  The  Navy  also  spent  hun¬ 
dreds  of  thousands  of  tax  dollars  on  this 
job.  It/was  an  expensive  lesson,  and  if 
the  Navy’s  undersea  technology  had  been 
a.b\eAo  keep  pace  with  our  phenomenal 
progress  in  space  technology  that  bomb 
could  have  been  recovered  immediately 
ind  at  considerable  savings. 


In  less  than  10  years,  outer  space  ex¬ 
ploration  has  produced  space  vehicles 
which  know  no  horizon.  However,  the 
Navy  does  not  yet  produce  deep-diving 
vehicles  of  the  same  degree  of  sophisti¬ 
cation  found  in  the  space  program  vehi¬ 
cles. 

The  H-bomb  recovery  shows  that  the 
Navy  was  doing  a  space  age  job  with 
stone  age  tools. 

For  the  past  50  years  the  Navy  has 
sporadically  considered  diving  tech¬ 
nology,  starting  in  1915  with  its  first 
lost  submarine,  and  including  the 
Thresher  disaster  in  April  1963.  Each 
incident  showed  that  the  Navy  was  un¬ 
prepared  to  conduct  deep-sea  recovery 
operations.  The  H-bomb  incident  dem¬ 
onstrates  that  more  progress  is  needed. 
At  the  present  time.  Navy  programs  plan 
development  of  undersea  vehicles  over 
a  5 -year  period  on  a  basis  amounting  to 
roughly  10  percent  of  the  NASA  budget 
for  1  year  alone. 

It  is  clear  that  insufficient  emphasis  is 
being  given  within  the  Defense  Depart- 
ent  to  the  problem  of  developing  Navy 
fiersea  exploration  vehicles  sufficiei 
to  inaintain  this  Nation’s  defense  pos- 
ture\  This  situation  must  be  corrected 
immediately. 


GET  BACK  TO  FUNDAMENTALS 

(Mr.  JONES  of  Missouri  asked  and 
was  given  permission  tff  address  the 
House  for  1  minute.) 

Mr.  JONES  of  aJissoi/ri.  Mr.  Speaker, 
I  would  like  to  take  this  opportunity  to 
call  to  the  attentiorwf  my  colleagues,  an 
article  which  appears  in  the  current, 
April  25,  issue  of/the  IAS.  News  &  World 
Report,  being  the  full  teod;  of  an  address 
by  the  Honorable  Charles\E.  Whittaker, 
of  Kansas  City,  who  in  1962  retired  as 
an  Associate  Justice  of  the  U)S.  Supreme 
Court.  /Previously,  I  have  ^expressed 
regret  yttiat  Justice  WhittakeX  retired 
from  tine  Supreme  Court,  at  a  time  when 
there  is  a  need  for  men  of  his  camber  to 
seyve.  The  advice  given  by  Justice  Whit¬ 
taker  when  he  points  out  the  need\to 
■“get  back  to  fundamentals — the  Tel 
Commandments  and  old-fashioned  re-'1 
spect  for  truth  and  honesty — before  it  is 
too  late”  is  a  warning  that  needs  to  be 
heeded.  It  is  a  real  tragedy  that  more 
members  of  our  High  Court  do  not  em¬ 
brace  the  philosophy  of  Justice  Whit¬ 
taker,  who  in  the  address  referred  to, 
points  out  that  “defiance  of  law,  falsify¬ 
ing  such  terms  as  ‘liberal,’  ‘conservative,’ 
‘civil  rights,’  ‘civil  disobedience,’  and  so 
forth,  are  some  of  the  things  that  are 
threatening  America.”  Mr.  Speaker,  I 
think  it  is  time  that  we  stop,  look,  and 
think,  while  there  is  still  time  to  “return 
to  simple  honesty.”  Again,  I  say,  Mr. 
Speaker,  if  you  have  not  read  the  address 
delivered  by  Justice  Whittaker  on 
April  12  at  the  University  of  Kansas,  you 
should  read  it  in  the  current  issue  of 
U.S.  News  &  World  Report,  beginning  on 
page  58. 


FREE  ELECTIONS  IN  SOUTH  VIET¬ 
NAM 

(Mr.  VIVIAN  asked  and  was  given  per¬ 
mission  to  address  the  House  for  1  min¬ 


ute  and  to  revise  and  extend  his 
m^rks  ) 

Mr.  VIVIAN.  Mr.  Speaker,  the 
agreement  of  the  South  Vietname^6  Gov¬ 
ernment  and  the  Buddhist  leaders  to  hold 
elections  in  August  promises  the  people 
of  South  Vietnam  an  opportunity  to  deal 
with  their  country’s  problems  by  peace¬ 
ful  political  means.  Tfie  prospective 
elections  provide  an  occasion  for  the  es¬ 
tablishment  of  a  representative  govern¬ 
ment  in  South  Vieti)flm.  From  the  be¬ 
ginning,  the  Ameripfin  commitment  has 
been  designed  to/assure  the  people  of 
South  Vietnam  precisely  this  kind  of  op¬ 
portunity.  As  tine  history  of  North  Viet¬ 
nam  shows,  vnthout  an  American  pres¬ 
ence,  the  pqifrle  of  South  Vietnam  prob¬ 
ably  could/ not  have  found  such  means 
for  self-expression.  As  President  John¬ 
son  and  Secretary  Rusk  have  repeatedly 
stated^  the  conflict  in  Vietnam  is  both 
political  and  military.  Therefore  polit¬ 
ical  as  well  as  military  means  are  re¬ 
tired  for  its  solution. 

Now  basic  American  ideals,  and  the 
stated  aims  of  our  policy  in  South  Viet¬ 
nam  require  that  U.S.  policy  in  the  com¬ 
ing  months  be  directed  toward  assuring 
that  these  elections  be  conducted  in  the 
most  free  and  open  manner  possible. 
Our  activities  in  South  Vietnam  in  the 
coming  months  should,  therefore,  be  de¬ 
signed  to  assure  the  widest  possible  par¬ 
ticipation  in  the  entire  election  process 
by  all  elements  of  the  population. 

This  is  an  essential  precondition  for 
any  settlement  of  the  conflict  that  re¬ 
flects  the  interests  of  all  the  people  of 
South  Vietnam. 

Mr.  Speaker,  the  Government  of  the 
United  States  should  actively  encourage 
and  facilitate  this  process  in  every  pos¬ 
sible  way. 

THE  BOSTON  CELTICS  MAKE  CIVIL 

RIGHTS  AS  WELL  AS  BASKETBALL 

HISTORY 

(Mr.  O’NEILL  of  Massachusetts  asked 
and  was  given  permission  to  address  the 
House  for  1  minute  and  to  revise  and 
extend  his  remarks.) 

Mr.  O’NEILL  of  Massachusetts.  Mr. 
^Speaker,  at  this  time  I  would  like  to  con¬ 
gratulate  the  world’s  champion  Boston 
pities,  who  for  8  years  have  been  the 
world’s  champions  in  basketball,  for 
thei\activities  in  respect  to  civil  rights. 
In  1950  the  Boston  Celtics  were  the  first 
professional  team  in  the  National  Bas¬ 
ketball  League  ever  to  hire  a  Negro.  In 
the  year  1966  they  were  the  first  pro¬ 
fessional  team  that  ever  fielded  as  a 
starting  lineup  a  complete  Negro  team. 

Mr.  Speakei\as  of  Monday  this  week 
the  Boston  CelDtes  appointed  as  their 
coach  their  supCTstar  big  Bill  Russell, 
the  first  Negro  wms  has  ever  been  ap¬ 
pointed  as  manager  Xnd  coach  of  a  ma¬ 
jor  basketball  team,\r  of  any  major 
sporting  team. 

The  Boston  Celtics  havAacted  the  part 
of  real  champions  in  the  way  they  have 
conducted  themselves.  I  hope  the  pat¬ 
tern  will  be  an  example  fo\all  other 
sporting  organizations. 

My  congratulations  go  to  theNBoston 
Celtics,  the  team,  the  players,  arkj  the 
management. 
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“Red’’  Auerbach  is  not  only  the  world’s 
greatest\ coach,  but  also  its  greatest 
sportsma 

BALLY HCX^'FOR  THE  FOREIGN  AID 
PROGRAM 

(Mr.  HAYS  asked  and  was  given  per¬ 
mission  to  addreskthe  House  for  1  min¬ 
ute,  and  to  revise Vnd  extend  his  re- 

m^rks )  \ 

Mr.  HAYS.  Mr.  Speyer,  on  the  5th  of 
April  the  new  Deputy  Under  Secretary  of 
State  for  Latin  America,  Mr.  Gordon,  ap¬ 
peared  before  the  House  Committee  on 
Foreign  Affairs  in  ballyhooingthe  foreign 

aid  program. 

Mr.  Speaker,  at  that  tune  I  a^ked  the 
gentleman  to  provide  me  with  toe  ex¬ 
ample  of  a  project  which  had  beenN^pon- 
sored  in  Latin  America,  which  had 'tween 
successful.  In  fact,  I  said,  not  to  limit 
it  too  much,  “if  you  cannot  find  one 
Latin  America,  find  one  anywhere  in  th< 
world  and  tell  me  where  it  is;  I  would 
like  to  go  look  at  it.” 

He  assured  me  that  he  would  not  only 
find  one,  but  would  find  one  right  away. 
Fifteen  days  have  passed,  and  I  have  not 
heard  from  the  gentleman.  I  would  have 
thought  that  if  he  had  a  successful  proj¬ 
ect  he  could  have  found  out  about  it  by 
this  time. 

CORRECTION  OF  VOTE 

Mr.  FINO.  Mr.  Speaker,  on  rollcall 
No.  66  yesterday  I  was  recorded  as  not 
voting.  I  was  present  and  voted  “no”. 
I  ask  unanimous  consent  that  the  per¬ 
manent  Record  and  Journal  be  corrected 
accordingly. 

The  SPEAKER.  Without  objection,  it 
is  so  ordered. 

There  was  no  objection. 


FINO  OPPOSES  GOVERNMENTWIDE 
LOAN  POOLS 

(Mr.  FINO  asked  and  was  given  per¬ 
mission  to  address  the  House  for  1  min¬ 
ute  and  to  revise  and  extend  his  re¬ 
marks.) 

Mr.  FINO.  Mr.  Speaker,  the  Presi¬ 
dent’s  message  today  calling  for  a  gov- 
emmentwide  loan  pooling  and  refinanc¬ 
ing  program  to  be  run  through  Fannie 
Mae  represents  an  unparalleled  power 
grab  which  strikes  at  the  very  root  of 
our  congressional  process. 

If  we  permit  and  allow  Government 
agencies  to  circumvent  full  congressional 
scrutiny  by  refinancing  their  paper  for  *  this  will  be  laid  at  the  feet 
funds,  we  will  be  creating  not  only  a 
menace  to  the  Congress  but  a  serious 
threat  to  private  credit.  We  will  be  cre¬ 
ating  an  economic  and  political  monster. 

Let  us  make  no  mistake  about  it.  So¬ 
cialized  lending  is  the  inevitable  end- 
product  of  a  full-scale  pooling  program. 

Socialized  credit  will  grow  and  grow  with 
the  pools  until  most  bankers  become  civil 
servants  in  title  or  fact. 

Expansion  of  Government  loan  pro¬ 
grams  beyond  complete  congressional 
scrutiny  is  very  attractive  to  a  free¬ 
wheeling  administration,  because  it  pre¬ 
sents  a  marvelous  opportunity  for  budget 
gimmickry. 

Under  this  program,  the  administra¬ 
tion  can  sidestep  any  budget  deficit  by  a 


white  elephant  sale  of  assets  at  an  at¬ 
tractive  rate.  Agencies  can  go  to  Fannie 
Mae  as  indigents  go  to  pawnbrokers  and 
hockshops.  Budget  deficits  can  be  over¬ 
come — on  paper — by  the  sale  of  a  few  bil¬ 
lion  dollars  worth  of  loan  participations. 
The  program  proposed  in  this  message 
can  be  used  to  make  many  a  budget  safe 
for  waste  and  extravagance  which  cotfld 
not  othherwise  survive  the  spotlight  of  a 
deficit  budget. 

I  believe  that  this  program  is  a  fiscal 
and  monetary  monster.  It  could  only 
have  been  unleashed  by  an  administra¬ 
tion  dedicated  to  economic  rule  or  ruin. 

This  program  is  a  cruel  paradox.  It 
will  cost  the  taxpayers  most  in  high  refi¬ 
nancing  costs  in  just  those  years  were 
inflationary  budget  deficits  have  stimu¬ 
lated  participation  sales  budget  gim¬ 
mickry.  It  will  inflate  the  volume  of 
Government  loans  in  just  those  budget 
deficit  years  where  the  Government  is 
already  spending  too  much  on  too  many 
programs.  The  costs  of  refinancing  in 
this  program  will  add  to  the  taxpayer’s 
burden  so  that  the  Government  may, 
through  deceit,  spend  more  tax  dollars 
than  otherwise. 

This  program  makes  no  economic  sense 
because  it  is  a  political  program.  No 
economist  would  seek  it — only  a  power- 
hungry  administration. 

This  message  is  the  message  of 
a  would-be  economic  Caesar.  Only  a 
blank-check  Congress  in  every  sense  of 
the  word  would  betray  future  Congresses 
and  generations  of  citizens  and  taxpayers 
by  passing  it. 

I  have  heard  arguments  that  refinanc¬ 
ing  of  this  sort  is  the  private  enterprise 
approach  because  it  brings  in  private 
funds.  This  is  hypocrisy,  pure  and  sim¬ 
ple.  Many  of  the  loans  proposed  to  be 
pooled  in  the  fiscal  1967  budget  were 
originally  made  in  unfair  competition 
with  private  credit.  The  time  to  bring 
in  private  credit  was  before  the  Govern¬ 
ment  loan  was  made,  not  at  some  later 
date  as  a  budget  trick.  For  example, 
the  1967  budget  proposed  Farmers’ 
Home  Administration  loans  for  pooling 
and  a  January  1966  report  of  the  Gen¬ 
eral  Accounting  Office  said  that  many 
such  loans  were  made  in  competition 
with  private  credit. 

If  this  program  is  enacted,  Congress 
will  be  crippled,  the  economy  will  be 
twisted  and  the  budget  will  be  warped 
out  of  recognition.  This  program  also 
sows  the  seeds  of  socialized  banking.  All 

of  an  eco¬ 
nomic  Caesar  in  the  White  House. 
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FEDERAL  HOCKSHOP  CAN  FINANCE 
FOREIGN  AID 

(Mr.  WIDNALL  asked  and  was  given 
permission  to  address  the  House  for 
minute  and  to  revise  and  extt 
remarks.) 

Mr.  WIDNALL.  Mr.  Speaker,  under 
the  administration’s  proposed  Participa¬ 
tion  Sales  Act  of  1966,  the  Federal  Na¬ 
tional  Mortgage  Association — FNMA — is 
to  become  a  financing  agency  for  other 
Government  lending  agencies.  The 
budget  for  fiscal  year  1967  special  analy¬ 
ses  states: 


Legislation  is  being  proposed  to  authorize 
a  Government -wide  program  for  sale  of  par¬ 
ticipations  in  outstanding  direct  loans. 

In  fact,  this  will  make  FNMA  a  Federal 
hockshop. 

The  budget  estimates  that  at  the  close 
of  June  30,  1966,  there  will  be  outstand¬ 
ing  $33.1  billion  direct  loans  under  var¬ 
ious  Federal  credit  programs.  The  larg¬ 
est  and  most  rapidly  growing — from  the 
standpoint  of  dollar  volume — of  the  Fed¬ 
eral  loan  programs  is  that  of  the  Depart¬ 
ment  of  State  through  its  Agency  for  In¬ 
ternational  Development.  At  the  close 
of  fiscal  year  1965  the  volume  of  direct 
loans  outstanding  made  by  this  Agency 
was  $9  billion.  At  the  close  of  fiscal  year 

1966  the  estimated  outstanding  volume 
is  $10.5  billion.  At  the  close  of  fiscal  year 

1967  the  estimated  outstanding  volume  is 
$12  billion. 

FNMA  in  its  new  role  of  Federal  hock¬ 
shop  could  sell  participations  in  a  pool  of 
such  loans.  It  makes  no  difference  that 
these  AID  direct  loans  bear  interest  in 
some  instances  as  low  as  three-fourths 
percent  per  year  or  that  in  some  cases 
they  have  maturities  as  long  as  40  years. 
The  legislation  proposed  authorizes  ap¬ 
propriations  for  any  agency  pooling  its 
loans  with  FNMA  in  an  amount  sufficient 
to  make  up  any  deficiency  between  in¬ 
come  received  on  the  loans,  and  interest 
paid  on  participations  sold  on  the  pooling 
of  such  loans.  FNMA  thus  will  not  suffer 
any  loss  so  it  is  painless  financing  for 
FNMA. 

Obviously  these  AID  loans  are  non- 
saleable  and  participations  in  a  pool  of 
such  loans  likewise  would  be  nonsal- 
able  if  FNMA  did  not  guarantee  the  pay¬ 
ment  of  principal  and  interest  on  the 
participations  sold  and  if  that  guarantee 
was  not  backed  up  by  the  unlimited  draw 
of  FNMA  on  the  U.S.  Treasury  for  any 
funds  that  might  be  needed  to  pay  such 
principal  and  interest. 

Clearly,  FNMA  is  selling  U.S.  Govern¬ 
ment  credit.  It  is  pure  fiction  that 
FNMA  is  indirectly  selling  foreign  aid 
loans. 

Let  us  explore  the  budgetary  pos¬ 
sibilities  of  such  a  transaction.  As  noted 
above,  AID  holdings  of  foreign  aid  loans 
are  expanding  at  a  rate  of  $1.5  billion 
per  year.  Under  the  present  system,  that 
is  a  $1.5  billion  charge  per  year  against 
the  administrative  budget.  Under  the 
participation  sales  device,  the  only  charge 
against  the  administrative  budget  would 
be  the  appropriation  to  make  up  the  de¬ 
ficiency  between  the  income  received  on 
the  loans  pooled  and  the  interest  cost  of 
the  participations  sold.  Assume  such 
loss  differential  to  be  3  percent,  the  budg¬ 
et  charge  then  would  be  3  percent  of 
$1.5  billion  or  only  $45  million  per  year. 
Financing  foreign  aid  becomes  almost 
painless  insofar  as  the  budgetary  impact 
is  concerned. 

Can  the  Congress  perpetrate  such  a 
hoax  on  itself  and  the  public? 


SIX  HUNDRED  AND  El 
DOLLARS  A  MONTH  T. 
FROM  TWO  FEDERAL 
PROGRAMS 
(Mr.  COULTER  asked  and  was 
permission  to  address  the  House 
minute.) 
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Mr.  COLLIER.  Mr.  Speaker,  the 
dase  of  the  Michigan  man  who  has  been 
drawing  $698  a  month  tax  free  from  two 
different  Federal  poverty  programs  is  an 
example  of  the  unwieldly  overlapping 
operation  of  the  mushrooming  Federal 
bureaucracy. 

Writes  sme  of  my  constituents: 

My  wife  and  I  just  paid  the  balance  of 
our  income  tali  on  my  $76  a  week  take-home 
pay  the  day  before  I  read  this  article  in  the 
newspaper.  MyNyife  works  part  time  for 
$32.50  a  week.  This  man  gets  $146  more  per 
week  tax  free  fromVhe  public  trough  than 
we  earn  working  a  ^combined  62  hours  a 
week.  \ 

How  many  more  disgraceful  cases  like 
this  are  buried  in  the  'Great  Society’s 
costly  and  wasteful  programs  at  the  ex¬ 
pense  of  those  of  us  who  axe  struggling 
to  support  our  families  anH.  pay  our 
taxes?  He  said:  \ 

Let  me  tell  you  Congressmen,  I’m^fed  up. 

To  my  constituent  I  can  only  saVthat 
so  are  millions  of  other  Americans— ^and 
particularly  many  in  my  congressional 
district  based  upon  what  I  heard  bac\ 
home  over  the  Easter  recess. 


FEDERAL  HOCKSHOP  CAN  FINANCE 
THE  U.S.  TREASURY 

(Mr.  BROCK  asked  and  was  given 
permission  to  address  the  House  for  1 
minute  and  to  revise  and  extend  his 
remarks.) 

Mr.  BROCK.  Mr.  Speaker,  the  ad¬ 
ministration  has  submitted  today  its  pro¬ 
posed  Participation  Sales  Act  of  1966. 
Under  the  proposal  the  Federal  National 
Mortgage  Association — FNMA — would  be 
authorized  to  sell  beneficial  interests  or 
participations  in  loans  pooled  by  Gov¬ 
ernment  agencies.  The  loans  pooled 
would  be  subject  to  a  trust  of  which 
FNMA  would  be  trustee.  FNMA  would 
unconditionally  guarantee  principal  and 
interest  of  the  participations  sold  and 
that  guarantee  would  be  backed  up  by 
the  unlimited  right  of  FNMA  to  borrow 
funds  from  the  U.S.  Treasury  in  what¬ 
ever  amounts  might  be  necessary  to  make 
good  on  FNMA’s  guarantee  of  principal 
and  interest  on  participations  sold. 

The  pooling  arrangement  with  FNMA 
would  apply  to  “any  obligations  in  which 
the  United  States  or  any  agency  or  in¬ 
strumentality  thereof  may  have  a  finan¬ 
cial  interest.”  Such  broad  language,  of 
course,  includes  any  departments  of  the 
Federal  Government,  including  the  De¬ 
partment  of  the  Treasury  itself.  That 
leads  to  the  ridiculous  situation  in  which 
FNMA  could  sell  participations  in  loans 
held  by  the  U.S.  Treasury  while,  at  the 
same  time,  the  only  reason  the  participa¬ 
tions  are  readily  salable  is  the  fact  that 
they  enjoy  the  unlimited  indirect  guar¬ 
antee  of  the  U.S.  Treasury. 

That  FNMA  could  thus  finance  the 
U.S.  Treasury  is  more  than  a  hypothet¬ 
ical  possibility.  In  1945,  the  U.S.  Treas¬ 
ury  made  a  $3%  billion  loan  to  the 
United  Kingdom.  The  loan  bears  2  per¬ 
cent  interest  and  originally  was  repay¬ 
able  in  50  installments  beginning  Decem¬ 
ber  31,  1951.  In  1957,  an  amendment  of 
the  terms  of  the  loan  permitted  the  de¬ 
ferral  of  up  to  seven  payments  of  prin¬ 
cipal  and/or  interest  with  any  deferred 


principal  payments  to  be  added  on  at 
the  final  maturity  of  the  loan.  Principal 
and  interest  was  deferred  in  the  years 
1957,  1964,  and  1965.  The  final  maturity 
of  the  loan  is,  therefore,  2004.  As  of  the 
close  of  1965  there  remained  outstand¬ 
ing  $3.15  billion  of  principal.  If  one 
were  to  guess  at  the  market  price  of  such 
a  loan,  a  generous  appraisal  would  be  a 
price  of  60 — or  60  cents  on  the  dollar. 

Under  the  administration’s  proposal, 
the  Treasury  Department  could  pool  that 
loan,  subject  it  to  the  FNMA  trust,  and 
FNMA  could  sell  $2.5  billion  of  participa¬ 
tions.  While  that  would  amount  to  but 
80  percent  of  the  face  value  of  the  loan, 
it  actually  would  amount  to  133  percent 
of  the  probable  market  value  of  the  loan. 
Nevertheless,  the  participations  would  be 
readily  salable  in  the  market  because  of 
the  FNMA  guarantee  which  in  turn  is 
backed  up  by  an  unlimited  draw  on  the 
U.S.  Treasury. 

Why  might  the  Treasury  want  to  do 
this?  The  reason  would  be  the  same  as 
for  any  other  Government  agency  for 
which  FNMA  would  sell  participations  in 
a  pool  of  loans.  Proceeds  of  the  partici¬ 
pations  sold  go  to  the  agency  pooling  the 
loans  which  in  turn  could  use  the  receipts 
to  make  additional  loans.  The  Treasury, 
the  same  as  any  other  department  or 
agency  has  need  for  funds.  Treasury 
might  want  to  make  another  British  loan 
to  bolster  the  British  balance-of-pay- 
ments  position.  Likewise,  the  Treasury 
Department  might  want  to  use  such 
proceeds  to  extend  billion  dollar  credits 
to  Latin  America  or  southeast  Asia. 

Low-interest  rates  on  such  new  com¬ 
mitments  would  be  no  impediment,  be¬ 
cause  the  administration  proposal  would 
authorize  appropriations  to  make  up  any 
difference  principal  and  interest  received 
on  loans  that  were  pooled  and  principal 
and  interest  paid  on  participations  sold. 
The  new  loans  would  not  even  appear  in 
the  budget  because  proceeds  from  the 
participations  sold  would  be  used  to  offset 
such  loans.  In  the  absence  of  participa¬ 
tion  sales,  such  expenditures  would  ap¬ 
pear  in  the  budget  as  an  item  of  expense. 

Thus,  interest  rates  paid  by  the  tax¬ 
payer  would  be  considerably  higher  than 
current  Federal  debt  costs,  and  the  dollar 
budget  figure  would  be  lower.  As  a  re¬ 
sult,  we  the  taxpayer  are  forced  to  finance 
our  own  delusion. 

Mr.  EVINS  of  Tennessee.  Mr.  Speak¬ 
er,  will  the  gentleman  yield? 

Mr.  BROCK.  I  yield  to  the  gentleman 
from  Tennessee. 

Mr.  EVINS  of  Tennessee.  I  trust  that 
the  gentleman  will  support  this  bill. 
This  was  originally  inaugurated  by 
President  Eisenhower  at  the  time  rather 
than  have  direct  appropriations. 

Mr.  BROCK.  The  gentleman  is  par¬ 
tially  correct.  The  Eisenhower  proposal 
was  used  to  reduce  the  national  debt. 

Mr.  EVINS  of  Tennessee.  I  trust  that 
the  gentleman  will  support  this  legisla¬ 
tion,  which  is  very  much  needed. 


OPENING  OF  NATIONAL  AIRPORT  TO 
SMALL  AND  MEDIUM  JETS 

(Mr.  GRIDER  asked  and  was  given 
permission  to  address  the  House  for  1 
minute,  and  to  revise  and  extend  his  re¬ 
marks.) 


Mr.  GRIDER.  Mr.  Speaker,  the  open¬ 
ing  of  National  Airport  to  small  and 
medium  jets  next  Monday  is  of  utmost 
importance  to  the  citizens  of  Memphis 
and  the  Midsouth. 

I  would  like  to  commend  Gen.  William 
McKee  and  the  others  of  the  Federal 
Aviation  Agency  for  taking  this  progres¬ 
sive  step  in  spite  of  criticism  from  some 
sources  who  take  a  strictly  local  view. 

In  fact,  there  is  a  certain  irony  when 
some  critics  loudly  proclaim  Washington 
is  a  national  city  and  not  entitled  to 
home  rule  and  then  turn  around  and 
insist  the  convenience  of  travellers  from 
throughout  the  Nation  should  not  be 
considered  by  opening  jets  to  National 
Airport. 

Mr.  William  C.  Mieher,  president  of 
the  Memphis  Area  Chamber  of  Com¬ 
merce,  summed  it  up  well : 

Permission  for  small  and  medium  jets  to 
land  at  Washington  National  will  make  the 
transaction  of  business  in  Washington  in¬ 
finitely  more  convenient  for  Memphians  and 
midsoutherners  whose  duties  lead  them 
there.  Neither  Dulles  nor  Friendship  Air¬ 
port  can  be  construed  as  convenient  for  our 
citizens  who  wish  to  travel  by  airline  to 
Washington.  Further,  with  National  open 
to  small  and  medium  Jets,  we  can  expect 
more  and  better  service  to  and  from  Wash¬ 
ington.  With  propeller  planes  rapidly  being 
phased  out  by  our  commercial  airlines,  the 
importance  of  this  decision  can  readily  be 
seen. 

The  people  of  Memphis  will  now  be  20 
to  30  minutes  closer  to  the  Nation’s  Capi¬ 
tal  when  Braniff  begins  flying  jets  into 
National  Airport.  We  have  been  assured 
by  American  Airlines  that  it  will  begin 
jet  service  at  an  early  date. 

This  is  a  step  forward,  and  I  fully 
approve. 

Mr.  CEDERBERG.  Mr.  Speaker,  will 
the  gentleman  yield? 

Mr.  GRIDER.  I  yield  to  the  gentle¬ 
man  from  Michigan. 

Mr.  CEDERBERG.  Mr.  Speaker,  I 
want  to  associate  myself  with  the  gen¬ 
tleman’s  remarks.  I  think  he  is  exactly 
correct,  and  I  think  it  is  important  that 
the  FAA  took  this  position. 

Mr.  GRIDER.  I  thank  the  gentle¬ 
man. 


*  COMMITTEE  ON  RULES 

\Mr.  ALBERT.  Mr.  Speaker,  I  ask 
unanimous  consent  that  the  Committee 
on  Whiles  may  have  until  midnight  to- 
night\to  file  certain  privileged  reports. 

The  SPEAKER.  Is  there  objection  to 
the  request  of  the  gentleman  from  Okla¬ 
homa?  \ 

There  waX.no  objection. 


SUBCOMMITTEE  ON  EDUCATION  OF 
THE  COMMITTEE  ON  EDUCATION 
AND  LABOR  \ 

Mr.  ALBERT.  MiXspeaker,  on  behalf 
of  the  gentleman  from  Illinois  [Mr. 
PirciNSKi],  I  ask  unanimous  consent  that 
•the  Subcommittee  on  Education  of  the 
Committee  on  Education  anSLabor  may 
be  permitted  to  sit  while  theijouse  is  in 
session  today  during  general  debate. 

The  SPEAKER.  Is  there  objection  to 
the  request  of  the  gentleman  fronrOkla- 
homa?  \ 

There  was  no  objection.  \ 
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SUBCOMMITTEE  ON  PUBLIC  HEALTH 
ofVthe  committee  on  inter¬ 
state  AND  FOREIGN  COMMERCE 

Mr.  ALBERT.  Mr.  Speaker,  on  behalf 
of  the  gentleman  from  Oklahoma  IMr. 
Jarman],  I  Ask  unanimous  consent  that 
the  Subcommittee  on  Public  Health  and 
Safety  of  the  Committee  on  Interstate 
and  Foreign  Co  miner  ce  may  be  permitted 
to  sit  during  general  debate  today. 

The  SPEAKER.  there  objection  to 
the  request  of  the  gentleman  from  Okla¬ 
homa? 

Mr.  GERALD  R.  FORD.  Mr.  Speaker, 
reserving  the  right  to  object,  I  have  not 
been  informed  that  this  has-been  cleared 
with  the  ranking  minority  member.  The 
case  was  such  in  the  other  requests. 

Mr.  ALBERT.  Mr.  Speaker, \vill  the 
gentleman  yield? 

Mr.  GERALD  R.  FORD.  I  yield  bq  the 
gentleman  from  Oklahoma. 

Mr.  ALBERT.  Mr.  Speaker,  I  do  nut 
ask  for  these  requests  unless  they  are^ 
cleared.  The  note  which  was  sent  to  me 
indicated  that  the  gentleman  from  Illi¬ 
nois  [Mr.  Springer],  had  cleared  this  re¬ 
quest. 

Mr.  GERALD  R.  FORD.  Mr.  Speaker, 
I  withdraw  my  reservation  of  objection. 

The  SPEAKER.  Is  there  objection  to 
the  request  of  the  gentleman  from  Okla¬ 
homa? 

There  was  no  objection. 

CALL  OF  THE  HOUSE 

Mr.  PELLY.  Mr.  Speaker,  I  make  the 
point  of  order  that  a  quorum  is  not 
present. 

The  SPEAKER.  Evidently  a  quorum 
is  not  present. 

Mr.  ALBERT.  Mr.  Speaker,  I  move  a 
call  of  the  House. 

A  call  of  the  House  was  ordered. 

The  Clerk  called  the  roll,  and  the  fol¬ 
lowing  Members  failed  to  answer  to  their 
names: 

[Roll  No.  67] 

Abbltt  Green,  Oreg.  Reifel 

Anderson,  Ill.  Hanna  Rivers,  Alaska 

Ayres  Hansen,  Idaho  Roberts 

Burleson  Harvey,  Ind.  Roncalio 

Casey  Keith  Rooney,  N.Y. 

Colmer  Kelly  Roudebush 

Conyers  King,  Calif.  '  Staggers 

Corman  Laird  '  Stubblefield 

Delaney  McDoweU  Sweeney 

Dent  McEwen  Teague,  Tex./ 

Dowdy  Mathias  Toll 

Dwyer  Matthews  Udall 

Evans,  Colo.  Moeller  Utt 

Peighan  Multer  Walker/fess. 

Flynt  Murray  Weltr/r 

Fuqua  O’Hara,  Mich.  Williams 

Giaimo  Powell  Willis 

The  SPEAKER.  On  thi/rollcall  381 
Members  have  answered  \p  their  names, 
a  quorum. 

By  unanimous  consult,  further  pro¬ 
ceedings  under  the  call  were  dispensed 
with. 


AUTHORIZATION  FOR  THE  COMMIT¬ 
TEE  ON  THE  JUDICIARY  TO  CON¬ 
DUCT  STJfblES  AND  INVESTIGA¬ 
TIONS  / 

Mr.  Siv/TH  of  Virginia.  Mr.  Speaker, 
by  direction  of  the  Committee  on  Rules, 
I  call  ,up  House  Resolution  777  and  ask 
immediate  consideration. 

.  Clerk  read  the  resolution,  as 
follows: 


for 


H.  Res.  777 

Resolved,  That,  for  the  purposes  of  the 
studies  and  investigations  specified  in  clause 
(1)  and  clause  (7)  of  H.  Res.  19,  Eighty- 
ninth  Congress,  approved  by  the  House  of 
Representatives  on  February  16,  1965,  the 
Committee  on  the  Judiciary  is  hereby  au¬ 
thorized  to  send  fifteen  of  its  members  and 
six  of  its  employees,  three  from  the  majority 
staff  and  three  from  the  minority  staff,  to  be 
divided  into  three  special  subcommittees:  to 
investigate  refugee  matters,  to  inspect,  study, 
and  observe  the  overseas  operations  of  the 
United  Nations  High  Commission  for  Refu¬ 
gees  and  to  attend  the  fifteenth  session  of 
the  Executive  Committee  of  the  United  Na¬ 
tions  High  Commission  for  Refugees;  to  in¬ 
spect,  study,  and  observe  the  overseas  opera¬ 
tions  of  the  Intergovernmental  Committee 
for  European  Migration  and  to  attend  the 
twenty-seventh  session  of  the  Executive 
Committee  and  the  twenty-fifth  session  of 
the  Council  of  the  Intergovernmental  Com¬ 
mittee  for  European  Migration;  to  inspect, 
study,  and  observe  the  overseas  operation  of 
the  Submerged  Lands  Act  and  the  Outer 
Continental  Shelf  Act.  Each  subcommittee 
is  authorized  to  sit  and  act  whether  the 
fouse  has  recessed  or  has  adjourned,  and  to 
>ld  such  hearings  as  it  deems  necessary: 
Pfcniided,  That  the  subcommittee  shall  not 
undertake  any  investigation  of  any  subjecj 
whicli  is  being  investigated  by  any  otl/r 
committee  of  the  House. 

Notwithstanding  section  1754  of  titi/  22, 
United  States  Code,  or  any  other  provision 
of  law,  local  currencies  owned  by  tharUnited 
States  shall'be  made  available  to /the  Com¬ 
mittee  on  theVudiciary  of  the  Hc/se  of  Rep¬ 
resentatives  anck  employees  engaged  in  carry¬ 
ing  out  their  o Social  duties  /finder  section 
190(d)  of  title  2, Vnited  Stpdes  Code:  Pro¬ 
vided,  That  (1)  noViembfi/  or  employee  of 
said  committee  shall\ece/e  or  expend  local 
currencies  for  subsisteW;  in  any  country  at 
a  rate  in  excess  of  tharinaximum  per  diem 
rate  set  forth  in  section  50fc.(b)  of  the  Mutual 
Security  Act  of  195/  as  amended  by  Public 
Law  88-633,  approved  Octoby  7,  1964;  (2) 
no  member  or  employee  of  said  committee 
shall  receive  or /xpend  an  amount  for  trans¬ 
portation  in  excess  of  actual  transportation 
costs;  (3)  no  appropriated  funds\shall  be 
expended  £6r  the  purpose  of  defraying  ex¬ 
penses  of/members  of  said  committe¥yor  its 
employed  in  any  country  where  counterpart 
funds  /re  available  for  this  purpose. 

That  each  member  or  employee  of  s; 
committee  shall  make  to  the  chairman  ol 
sqlu  committee  an  itemized  report  showing 
the  number  of  days  visited  in  each  country 
'whose  local  currencies  were  spent,  the 
amount  of  per  diem  furnished,  and  the  cost 
of  transportation,  if  furnished  by  public  car¬ 
rier;  or  if  such  transportation  is  furnished 
by  an  agency  of  the  United  States  Govern¬ 
ment,  the  identification  of  the  agency.  All 
such  individual  reports  shall  be  filed  by  the 
chairman  with  the  Committee  on  House  Ad¬ 
ministration  and  shall  be  open  to  public 
inspection. 

The  SPEAKER.  The  gentleman  from 
Virginia  is  recognized  for  1  hour. 

Mr.  SMITH  of  Virginia.  Mr.  Speaker, 
I  yield  30  minutes  to  the  gentleman  from 
Tennessee  [Mr.  Quillen],  and  I  yield 
myself  such  time  as  I  may  consume. 

Mr.  Speaker,  this  is  one  of  the  travel 
resolutions,  which  is  the  ordinary  and 
usual  thing  that  the  House  grants  to  the 
Committee  on  the  Judiciary  in  order  to- 
take  such  trips  as  may  be  necessary  in  the 
performance  of  their  duties  with  respect 
to  certain  matters  coming  under  their 
jurisdiction  in  connection  with  the  for¬ 
eign  countries,  such  as  immigration,  and 
various  and  sundry  matters. 

It  is  the  usual  resolution. 


Does  the  gentleman  from  Ter 
desire  to  make  any  statement? 

(Mr.  QUILLEN  asked  and  was  gi/en 
permission  to  revise  and  extern/  his 
remarks.) 

Mr.  QUILLEN.  Mr.  Speakei/I  yield 
myself  such  time  as  I  may  consume. 

Mr.  Speaker,  as  the  able/gentleman 
from  Virginia,  the  distinguished  chair¬ 
man  of  the  House  Rules  Committee,  has 
explained,  this  is  the  standard  procedure 
under  the  rules  laid  down  by  the  House. 

Mr.  Speaker,  I  knoyr  of  no  objection  to 
the  resolution,  and  /  reserve  the  balance 
of  my  time. 

Mr.  RYAN.  Ml-.  Speaker,  House  Res¬ 
olution  777  authorizes  funds  for  the  Ju¬ 
diciary  Committee  to  “inspect,  study, 
and  observe/  the  overseas  operations  of 
three  subjects  which  are  within  the 
committals  jurisdiction:  refugee  mat¬ 
ters,  E  mope  an  migration,  and  the  Sub¬ 
merged  Lands  Act. 

While  it  may  be  useful  for  the  commit¬ 
ted  to  investigate  matters  overseas,  I 
tjZnk  that  we  should  consider  the  com- 
littee’s  obligation  to  investigate  certain 
matters  here  at  home. 

I  am  referring,  of  course,  to  the  op¬ 
eration  of  the  Civil  Rights  Acts  and  the 
Voting  Rights  Act  of  1965. 

In  the  view  of  the  Judiciary  Commit¬ 
tee,  submerged  lands  have  continued  to 
warrant  a  special  subcommittee.  Are 
we  to  tell  the  people  of  the  United  States 
that  the  protection  of  their  civil  rights 
warrant  less? 

In  the  view  of  the  Judiciary  Commit¬ 
tee,  refugee  matters,  European  migra¬ 
tion,  and  the  Submerged  Lands  Act  war¬ 
rant  the  expense  and  time  of  3  over¬ 
seas  trips  by  15  Members  of  Congress. 
Are  wre  to  tell  the  people  of  the  United 
States  that  civil  rights  and  voting  rights 
warrant  less  time  and  expense? 

My  admiration  for  the  distinguished 
chairman  of  the  Judiciary  Committee, 
my  friend  and  colleague  from  New  York 
[Mr.  Celler],  is  immense.  His  leader¬ 
ship  has  been  instrumental  in  the  en¬ 
actment  of  civil  rights  legislation. 

Surely  he,  and  the  other  distinguished 
k  members  of  his  committee,  must  fully 
1  fecognize  the  need  to  oversee  the  monu- 
ental  legislation  which  they  have 
passed. 

The  responsibility  of  this  body  to 
scrutinize  the  operation  of  the  Voting 
RightsNAct  was  emphasized  time  and 
again  inVthe  historic  debate  over  the 
seating  of 'the  Mississippi  congressional 
delegation  nest  September.  This  point 
was  emphasized  both  by  those  who  sup¬ 
ported  the  challenge  and  by  those  who 
opposed  it.  Indeed,  it  was  even  under¬ 
lined  in  the  repdvt  of  the  House  Ad¬ 
ministration  Committee.  The  commit¬ 
tee  report  recommended  that  “the  House 
should  make  ever  effortNto  scrutinize  with 
great  care  all  future  elections.” 

Mr.  Speaker,  the  VotingyRights  Act  of 
1965  and  the  Civil  Rights  Acts  are  not  be¬ 
ing  fully  enforced.  Members  who  are 
concerned  with  the  effective  imhlementa- 
tion  of  civil  rights  legislation  often  act  on 
an  ad  hoc  basis,  as  we  did  2  we«rs  ago 
when  members  of  the  civil  rights  steer¬ 
ing  committee  of  the  Democratic  srudy 
group  met  with  the  Attorney  General^  . 
discuss  the  progress  of  voter  registration 
in  Sunflower  County,  Miss.  Such  mat-' 
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Foley 
Ford, 

Wtlllai 
Fraser 
Frelinghuy! 
Friedel 
Fulton,  Term. 
Gallagher 
Garmatz 
Gialmo 
Gibbons 
Gilbert 
Gonzalez 
Grabowskl 
Gray 

Green,  Pa. 

Grelgg 

Grider 

Griffiths 

Hagen,  Calif. 

Hal  pern 

Hamilton 

Hanley 

Hanna 

Hansen,  Iowa 
Hansen,  Wash. 
Hathaway 
Hawkins 
Hays 
Hechler 
Helstoski 
Hicks 
Holifield 
Holland 
Howard 
Hull 
Huot 
Irwin 
Jacobs 
Joelson 


Long,  Md. 

Love 

McCarthy 
McDade 
McDowell 
McFall 
McGrath 
McVicker 
acdonald 
.chen 
.ckay 
Mdckie 
Madden 
Mahc 

Matsu\aga 
Meeds 
Miner 
Minlsh 
Mink 
Moeller 
Monagan 
Moorhead 
Morgan 
Morris 
Morrison 
Morse 
Moss 

Murphy,  HI. 

Murphy,  N.Y. 

Natcher 

Nedza 

Nix 

O’Brien 
O’Hara,  HI. 
O’Hara,  Mich. 
O’Konski 
Olsen,  Mont. 
Olson,  Minn. 
O’Neill,  Mass. 
Patman 
Patten 
Pepper 


Johnson,  Calif.  Perkins 
Johnson,  Okla.  Philbin 


Karsten 

Earth 

Kee 

Keogh 

King,  Utah 

Kirwan 

Kluczynskl 

Krebs 

Kunkel 

Kupferman 

Leggett 


Pickle 
Pike 
Poage 
Powell 
Price 
Pucinskl 
Purcell 
Race 
Redlin 
Rees 
Resnick 


Reuse 
Rhodes,  Pa. 
Rodino 
Rogers,  Colo. 
Rogers,  Fla. 
Rogers,  Tex. 
Ronan 
Rooney,  Pa. 
Rosenthal 
Rostenkowski 
Roush 
Roybal 
Ryan 

St  Germain 
St.  Onge 
Saylor 
Scheuer 
Schisler 
Schmldhauser 
Schweiker 
Secrest 
lenner 
.pley 
SrSkles 
Sis! 

Slacl 

SmitfK  Iowa 
Stalbal 
Strattoi 
Sullivan 
Tenzer 
Thomas 
Thompson, 
Thompson,  Te> 
Todd 
Tunney 
T  upper 
Ullman 
Van  Deerlin 
Vanik 
Vigor!  to 
Vivian 

Walker,  N.  Mex. 
Watts 
White,  Tex. 
Widnall 
Wilson, 

Charles  H. 
Wolff 
Wright 
Yates 
Young 
Zablocki 


Mr.  Edwards  of  California  with  Mr. 
Dowdy. 

Mr.  Udall  with  Mr.  Teague  of  Texas. 

Mr.  Steed  with  Mr.  Roncalio. 

Mr.  Matthews  with  Mr.  Willis. 

Mr.  Fuqua  with  Mrs.  Green  of  Oregon. 
Mr.  Stubblefield  with  Mr.  Weltner. 

Mr.  PASSMAN  changed  his  vote  from 
“nay”  to  “yea.” 

The  result  of  the  vote  was  announced 
as  above  recorded. 

The  doors  were  opened. 


GENERAL 


LEAVE  TO 
REMARKS 


EXTEND 


Mr.  REUSS.  Mr.  Speaker,  I  ask  unan¬ 
imous  consent  that  all  Members  may 
have  5  legislative  days  in  which  to  ex¬ 
tend  their  remarks  in  connection  with 
House  Resolution  756. 

The  SPEAKER.  Without  objection, 
it  is  so  ordered. 

There  was  no  objection. 
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Green,  Oreg. 

Staggers 

Griffin 

Steed 

Harvey,  Ind. 

Stubblefield 

Herlong 

Sweeney 

Kelly 

Teague,  Tex. 

King,  Calif. 

Toll 

Laird 

UdaU 

Mathias 

Utt 

Matthews 

Waggonner 

Multer 

Walker,  Miss. 

Murray 

Watson 

Reifel 

Weltner 

Rivers,  Alaska 

White,  Idaho 

Roberts 

WilUams  j 

Roncalio 

Willis  / 

Rooney,  N.Y. — 

Roudebush 

Abbitt 

Anderson,  HI. 

Ashley 
Ayres 
Battln 
Burleson 
Casey 
Colmer 
Delaney 
Dent 
Dlngell 
Dowdy 
Dwyer 

Edwards,  Calif. 

Felghan 
Flynt 
Fuqua 

So  the  resolution  was  rejected. 

The  Clerk  announced  the  /ollowing 
pairs: 

On  this  vote: 

Mr.  Flynt  for,  with  Mr.  Roojfey  of  New  York 
against. 

Mr.  Williams  for,  with  f/r.  King  of  Califor¬ 
nia  against. 

Mr.  Waggonner  for/  with  Mr.  Delaney 
against.  v 

Mr.  Abbitt  for,  wbrfi  Mrs.  Kelly  against. 
Mr.  Roudebusly  for,  with  Mr.  Multer 
against. 

Mr.  Colmer  fof,  with  Mr.  Feighan  against. 
Mr.  Watson/lor,  with  Mr.  White  of  Idaho 
against. 

Mr.  Laird'  for,  with  Mr.  Staggers  against. 
Mr.  Wafker  of  Mississippi  for,  with  Mr. 
Ashley  against. 

Mr.  /tt  for,  with  Mr.  Dent  against. 

Battln  for,  with  Mr.  DingeU  against. 
f.  Herlong  for,  with  Mr.  Toll  against. 

Jntil  further  notice: 

Mr.  Roberts  with  Mr.  Casey. 

Mr.  Sweeney  with  Mr.  Burleson. 


WHY  WE  SHOULD  ENACT  LEGISLA¬ 
TION  TO  POOL  LOANS 

Mr.  PATMAN.  Mr.  Speaker,  the 
American  economy  benefits  immensely 
from  the  fruitful  partnership  between 
public  and  private  initiative.  Nowhere  is 
this  more  evident  than  in  the  varied 
Federal  programs  to  assist  and  stimulate 
the  flow  of  private  credit. 

The  home  mortgage  insurance  and 
guarantee  programs  of  the  Federal  Hous¬ 
ing  Administration  and  the  Veterans’ 
Administration,  the  many  programs  of 
agricultural  credit  assistance,  the  lend¬ 
ing  assistance  rendered  by  the  Small 
Business  Administration,  and  more  re¬ 
cently  the  credit  aids  embodied  in  the 
college  housing  program  and  the  student 
loan  program — all  these  bear  witness  to 
our  Nation’s  success  in  blending  public 
and  private  efforts  to  achieve  common 
goals. 

Frequently,  in  this  partnership,  we 
start  out  with  a  program  that  is  rela¬ 
tively  dependent  on  Federal  lending. 
'Then  in  time,  the  program  evolves  into 
a  form  in  which  the  private  sector  grad¬ 
ually  takes  up  more  of  the  burden. 

Over  the  years,  we  have  devised  means 
to  use  the  great  resources  of  the  private 
credit  market  to  accomplish  the  same 
necessary  and  highly  desirable  social 
purposes  which  we  originally  set  out  to 
accomplish  through  direct  Government 
lending.  When  private  capital  takes  up 
part  or  all  of  the  burden  of  a  lending 
program,  the  resources  of  the  public  sec¬ 
tor  are  freed  to  turn  to  other  equally 
worthwhile  purposes. 

Broadly  speaking,  this  process  has  been 
operating  ever  since  we  turned  to  guar¬ 
anteed  and  insured  loans  in  place  of 
some  of  the  direct  lending  programs.  We 
might  single  out  home  ownership,  which 
is  not  only  almost  a  universal  individual 
American  aspiration  but  also  one  of  our 
most  widely  accepted  social  goals.  We 
could  never  have  achieved  our  high  de¬ 
gree  of  home  ownership  without  using 
the  resources  of  the  private  market  under 
guaranty  and  insurance  arrangements. 
This  is  true  for  at  least  three  reasons: 

First.  The  capital  resources  of  the 
private  market  are  far  greater  than  those 
of  the  Government: 

Second.  We  could  not  have  increased 


the  Federal  budget  and,  indeed,  few  if  any 
of  us  would  have  wanted  to  increase  the 
Federal  budget  to  the  degree  required 
to  provide  the  necessary  funds  through 
Government  loans;  and, 

Third.  While  Government  assistance 
was  required  to  get  the  necessary  pro¬ 
grams  underway,  we  needed  the  flexibil¬ 
ity  and  ingenuity  of  the  private  market 
to  carry  them  out  successfully. 

Federal  credit  programs,  working 
through  the  private  market,  help  to  make 
the  market  stronger,  more  competitive, 
and  better  able  to  serve  the  economy’s 
needs  over  the  long  term. 

The  substitution  of  private  for  public 
credit  has  received  great  impetus  since 
the  mid-1950’s  under  a  program  of  asset 
sales.  This  consists  of  selling  loans — 
selling  the  loan  paper — which  is  gener¬ 
ated  under  various  Federal  lending  pro¬ 
grams. 

The  policy  of  asset  sales,  begun  under 
the  administration  of  President  Eisen¬ 
hower,  has  been  endorsed  by  the  distin¬ 
guished  private  Commission  on  Money 
and  Credit,  of  which  Secretary  of  the 
Treasury  Fowler  was  a  member  and 
which  issued  its  authoritative  report  in 
1961,  and  President  Kennedy’s  Commit¬ 
tee  on  Federal  Credit  Programs,  of  which 
former  Secretary  of  the  Treasury  Dillon 
was  Chairman. 

Despite  major  efforts  to  draw  on  pri¬ 
vate  credit,  the  volume  of  direct’  Federal 
loans  outstanding  has  increased  in  recent 
years.  The  total  outstanding  was  $25.1 
billion  on  June  30,  1961,  and  $33.1  billion 
June  30,  1965. 

These  loans  have  direct  consequences 
on  the  Federal  budget — and,  thus,  on  the 
policies  followed  by  any  administration. 
Money  for  lending  programs  must  be 
budgeted,  even  though  it  will  be  repaid 
with  little  or  no  ultimate  net  costs  to  the 
Federal  Treasury. 

This  means  that  it  must  be  matched  by 
tax  revenue  or  by  additional  Treasury 
debt — or  else  that  it  must  take  the  place 
of  some  other  program,  which  then  must 
be  postponed  or  dropped.  It  should  not 
require  much  soul  searching  to  decide 
which  is  preferable — higher  taxes,  a 
larger  deficit,  postponement  or  elimina¬ 
tion  of  some  other  Government  activity, 
or  greater  involvement  of  private  capital 
in  the  public  lending  programs. 

Therefore,  I  strongly  favor  the  enact¬ 
ment  this  year  of  the  Participation  Sales 
Act  of  1966  which  President  Johnson 
has  proposed,  to  broaden  and  make  avail¬ 
able  on  a  Government- wide  basis  the  au¬ 
thority  for  the  sale  of  participations  in 
pools  of  financial  assets  now  owned  by 
.  Federal  credit  agencies. 

ARE  THERE  DEFICIENCIES  IN 
clothing\and  MILITARY  SUP¬ 
PLIES  IN  VIETNAM? 

(Mr.  SAYLOR  tasked  and  was  given 
permission  to  extend  his  remarks  in  the 
body  of  the  REcoRD\nd  to  include  ex¬ 
traneous  matter.) 

Mr.  SAYLOR.  Mr.  'Speaker,  for  all 
the  sudden  prominence  given  the  bomb 
shortage,  it  would  seem  excusable  for  the 
Pentagon  to  attempt  to  cover  up  any 
such  matter  of  military  significance. 
What  is  not  clear  is  how  the\Nation’s 
supply  of  ammunition  was  allowed  to  de¬ 
teriorate  while  U.S.  forces  were\being 
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plunged  deeper  and  deeper  into  military 
involvement  and  conflict,  but  this  and 
other,  related  matters  will  hopefully  be 
resolved  as  soon  as  possible  if  only  to 
precludes  recurrences  of  this  serious 
nature. 

If  there  is  justification  for  withholding 
information  bn  lack  of  ammunition  nec¬ 
essary  to  lend\full  support  to  the  mili¬ 
tary  effort,  similar  restrictions  would 
hardly  hold  true\o  far  as  any  deficien¬ 
cies  in  clothing  or  hther  material  affect¬ 
ing  the  comfort  of  thS.  fighting  person¬ 
nel  are  concerned.  On  the  contrary, 
shortages  of  such  equipment  should  be 
publicized  as  widely  as  possible  if  only 
to  give  all  America  an  opportunity  to  join 


WELCOMES  INVESTIGATION  OP 
LEFTIST  STUDENT  GROUP 


in  overcoming  the  deficiency \ 


Mr.  Speaker,  if  full  gear  is  mot  avail¬ 
able  to  all  servicemen  stationed  . in  com¬ 
bat  areas,  manufacturing  capacity  not 
now  engaged  in  military  production 
should  be  turned  forthwith  to  gettingsput 
whatever  is  needed  on  the  frontline 
Letters  to  parents  in  Pennsylvania’s  22^ 
District  from  men  in  Vietnam  appeal  for' 
such  items  as  combat  boots  and  fatigue 
clothes.  While  these  cases  may  be  iso¬ 
lated  and  not  indicative  of  the  Defense 
Department’s  general  supply  situation,  it 
is  a  national  duty  to  assure  full  equip¬ 
ment  to  every  serviceman.  If  the  Penta¬ 
gon  lacks  the  necessary  gear,  our  people 
should  be  so  informed  immediately  so 
that  all  hands  can  turn  to  in  every  way 
we  know  how  to  meet  the  demand. 


Another  matter  which  I  should  like 
to  call  to  the  attention  of  my  colleagues 
comes  from  a  hospital  corpsman  who 
urged  that  his  family  provide  him  with 
a  pistol  as  soon  as  possible.  A  Navy  man 
assigned  to  the  Marines,  he  makes  fre¬ 
quent  rescue  missions  into  territory  in¬ 
fested  with  Vietcong  and  is  in  need  of 
a  weapon  small  enough  to  be  accessible 
on  a  moment’s  notice  in  the  event  of 
enemy  attack.  Thus  far  he  has  not  been 
able  to  obtain  a  pistol  of  any  sort  from 
military  officials,  and  there  is  suspicion 
that  not  enough  are  available  for  all 
the  men  who  must  expose  themselves  to 
jungle  sorties.  His  parents  purchased/ 
one  for  his  use,  however,  the  Post  Office 
Department  has  refused  to  mail  it. 
there  are  not  enough  side  arms  for  i6en 
who  need  them,  then  I  see  no/rea- 
son  why  the  postal  rules  cannol/'be  re¬ 
laxed  to  provide  our  military  mem  in  the 
front  lines  with  adequate  equipment. 

For  weeks  it  was  an  opepf’  secret  that 
Defense  Department  agents  were  scour¬ 
ing  Europe  in  search  of  bombs  at  what¬ 
ever  price  they  could  get  them,  yet  the 
shortage  was  continually  denied  here  at 
home. 


(Mr.  WAGGONNER  asked  and  was 
given  permission  to  address  the  House 
for  1  minute  and  to  revise  and  extend 
his  remarks  and  to  include  extraneous 
matter.) 

Mr.  WAGGONNER.  Mr.  Speaker,  in 
October  of  last  year,  I  introduced  a 
House  resolution  calling  for  an  investi¬ 
gation  of  the  Students  for  a  Democratic 
Society,  a  motley  collection  of  unbathed 
leftwing  students,  heavily  infiltrated 
and  guided  by  Communist  elements. 

I  was  pleased  to  read  in  yesterday’s 
New  York  Times  that  the  national  sec¬ 
retary  of  the  society  is  squirming  in  pro¬ 
test  over  probes  into  their  activities  by 
the  Federal  Bureau  of  Investigation.  I 
welcome  the  FBI  into  the  picture  for  I 
have  every  confidence  in  that  agency. 
I  have  equal  confidence  that  they  will 
find  that  this  collection  of  human 
garbage  calling  themselves  a  “society”  is 
made  up  of  more  than  just  SWINE,  as 
^Cartoonist  A1  Capp  calls  them,  but  of, 
lood-red  Communist  provocateurs. 
isNone  thing  to  be  a  SWINE,  studei 
wildly  indignant  about  nearly  every¬ 
thing;  it  is  another  to  be  a  dude  of 
Communist  agents  and  their  tooLm  then- 
efforts  to  undermine  our  opposition  to 
the  hammpr  and  sickle  in  Vietnam  and 
elsewhere. 

Freedom  o'i  speech  is  nofr&t  stake  here, 
despite  what  (he  ivory  tower  professors 
would  have  us  belie ve/ Again,  freedom 
of  speech  and  association  are  one  thing; 
giving  aid  and  coxmbrt  to  the  enemy  in 
time  of  war  is  quite'ahother.  No  one  has 
that  right,  not  while \lmerican  service¬ 
men  are  dying  efn  battlefields  to  preserve 
that  right  of  free  speech  hpd  association. 

This  investigation  is  lonk  overdue  and 
I  hope  there  will  be  no  foqt  dragging 
until  it  iyconcluded. 

The  ✓'Times  story  makes  interesting 
reading  and  I  insert  it  here  \jn  the 
Regard  for  all  to  see. 

FJ2I  Said  To  Be  Investigating  Student  Group 
Opposed  to  War — Organization  SIays 
Chapters  at  Yale  and  Wesleyan  Are  u\- 
der  Scrutiny 


If  indeed  firearats  essential  to  the  pro¬ 
tection  of  our  fighting  men  are  in  short 
supply,  I  am /confident  that  a  call  to 
manufacturers,  dealers,  and  individuals 
would  quickly  close  the  gap — even  with¬ 
out  havipg  to  pay  premium  prices. 

Everyone  wants  to  help  in  every  way 

Me  to  make  certain  that  combat 
have  the  finest  equipment  pos- 
lut  maximum  effort  will  not  be  at- 
unless  we  are  given  the  full  truth 
the  supply  story. 


Mr.  Idzerda  said  the  coUege  kept  no  sucl; 
lists,  and  “we  consider  the  student’s  activ 
his  own  affair.”  /  1 

DANGERS  CITED  / 

“It’s  unfortunate,”  he  added,  "JQa at  a 
climate  of  suspicion  can  be  created/by  such 
activities  that  might  lead  some  students  to 
be  more  circumspect  than  the  situation  re¬ 
quires.  Things  like  this  can  he  a  danger  to 
a  free  and  open  community ylf  men  change 
their  behavior  because  of  to” 

The  college’s  semiweekly  newspaper,  the 
Wesleyan  Argus,  headlined  the  incident  last 
Friday,  and  Mr.  IdzerdaZsaid  he  then  received 
another  FBI  visit  Saturday.  That  time,  he 
said,  an  agent  contended  there  had  been  a 
“misunderstandingC”  and  asserted  there  was 
no  investigation/of  the  society,  but  rather 
an  inquiry  into'  “possible  infiltration  of  the 
SDS  chapter /by  Communist  influence.” 

A  spokesman  for  the  FBI  office  at  New 
Haven  sain  last  night  that  the  Bureau 
“makes  /inquiries  every  day  on  campuses 
throughout  the  country — we  investigate  175 
types/  of  violations,  security  as  well  as 
crirjnnal.” 

le  spokesman  said  FBI  files  were  "con- 
fdential,”  but,  he  added,  "with  respect  to  the 
/statement  that  we  questioned  roommates  of 
SDS  members  at  Yale,  this  is  not  true.” 


METHODS  ASSAILED 


(By  Peter  Kihss) 

The  national  secretary  of  Students  for  a 
Democratic  Society  asserted  yesterday  that 
there  “seems  to  be  a  national  investigation” 
of  his  group  by  the  Federal  Bureau  of 
Investigation. 

Paul  Booth,  the  22-year-old  secretary,  said 
the  4-year-old  organization  had  attacked  the 
U.S.  role  in  the  Vietnam  war  and  had  sold 
15,000  copies  since  September  of  a  guide  on 
how  to  claim  conscientious  objector  status 
in  the  draft. 


Eight  members  of  the  society’s  Wesleyan 
chapter  had  decried  such  alleged  questioning  I 
at  Yale  in  an  article  in  the  Argus.  The  arti¬ 
cle  asserted  that  if  the  FBI  wished  informa¬ 
tion  about  member’s  beliefs,  “it  should  have 
its  agents  directly  question  the  individuals 
concerned.” 

Beached  at  the  society’s  national  office  in 
Chicago,  Mr.  Booth,  who  has  been  the  or¬ 
ganization’s  full-time  secretary  since  Nicho-  . 
las  deB.  Katzenbach  had  told  a  Chicago  news 
conference  last  October  that  the  society  was 
among  groups  figuring  in  a  Justice  Depart¬ 
ment  inquiry  into  the  antidraft  movement.  - 

Mr.  Booth  asserted,  however,  that  his 
group’s  activity  had  been  legal — “counseling 
and  giving  information  on  conscientious  ob¬ 
jection” — and  there  was  apparently  no  in¬ 
vestigation  at  that  time. 

He  suggested  that  the  FBI  inquiries  began 
last  month  partly  because  of  some  "totally 
false  statements”  about  the  society.  Also, 
he  said,  individual  chapters  took  part  in 
demonstrations  against  the  Vietnam  war  last 
month,  including  fasts  at  Wesleyan  and  other 
places. 

Sarah  Murphy,  20-year-old  coordinator  of 
the  society’s  New  York  region,  said  last  night 
kthat  she  knew  of  no  member  or  school  offi-  I 
dal  involved  with  28  to  30  chapters  who  had 
bten  directly  contacted  by  the  FBI  about 
society  activities. 


CALIFORNIA  STATE  ASSEMBLY 
PRAISES  REPRESENTATIVE  MOSS 


The  only  places  Mr.  Booth  would  identify 
as  areas  in  which  inquiries  had  been  made 
were  Wesleyan  College  in  Middletown,  Conn., 
and  Yale  University.  He  said  the  organiza¬ 
tion,  with  a  “democratic  radical  program,” 
had  175  to  200  chapters  and  5,000  members, 
up  from  3,000  last  fall.  Most  of  the  members 
are  college  students,  he  said,  but  some  are 
in  high  schools  and  young  adult  groups. 

At  Wesleyan,  Stanley  Idzerda,  dean  of  the 
college,  said  an  FBI  agent  had  asked  him 
about  2  weeks  ago  for  names  of  all  students 
in  the  college’s  Students  for  a  Democratic 
Society  chapter,  and  had  been  refused  such 
data. 


(Mr.  SISK  asked  and  was  given  per¬ 
mission  to  address  the  House  for  1  min- 
-  ute,  to  revise  alto  extend  his  remarks  and 
include  a  resolution  by  the  California 
State  Legislature\egarding  Mr.  John  E. 
Moss,  of  California^ 

Mr.  SISK.  Mr.  Speaker,  the  California 
State  Assembly  recently  adopted  a  reso¬ 
lution,  coauthored  by  assemblymen, 
commending  our  colleague,  John  Moss, 
for  his  “continuous  battle  \o  keep  open 
the  channels  of  information  spr  free  ac¬ 
cess  by  the  public  and  the  pressSl 

The  resolution,  which  was  approved 
unanimously,  states  that  John  Mhss  is 
“regarded  nationwide  by  members  orahe 
press  corps  as  the  country’s  most  active 
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[Fspm  Washington  (D.C.)  Star,  Apr.  19,  1966] 
CAMtwiGN  Dinner  Speech  Tonight  Not  a  Bit 
\  Political,  Mact  Says 
\  (By  Joseph  Young) 

A  lot  of\eyebrows  are  being  raised  over  the 
fact  that  Ckvil  Service  Commission  Chairman 
John  MacyXis  going  to  be  the  principal 
speaker  tonight  at  the  $50  a  plate  campaign 
fund-raising  dinner  for  Representative 
Clarence  Long,  democrat  of  Maryland. 

It  is  the  first  time  in  memory  that  a  mem- 
"  ber  of  the  Civil  Service  Commission,  which  is 
supposed  to  stay  completely  out  of  political 
matters,  has  spoken  atNa  political  fund-rais¬ 
ing  affair.  Maryland's^  two  Democratic 
Senators — Daniel  Brewster  and  Joseph 
Tydings — will  also  attend, ^Brewster  as  the 
toastmaster  and  Tydings  as  official  greeter. 

Macy  says  his  speech  will  pe  completely 
nonpolitical,  that  it  will  deal  with  the  Gov¬ 
ernment’s  manpower  problems.  He  says  that 
Long  is  a  longtime  friend  and  was Wie  of  his 
teachers  at  Wesleyan  University.  \ 

“There  is  nothing  in  my  speech  tnRt  can 
be  interpreted  in  any  way  as  a  political  en¬ 
dorsement,”  Macy  said.  \ 

However,  the  speech  recalls  the  uprcW 
among  Republicans  in  Congress  last  yeah, 
when  Macy  acted  as  a  congressional  liaison 
man  for  President  Johnson  in  trying  to  line 
up  support  for  several  key  administration 
bills  not  in  the  least  connected  with  civil 
service. 


MORE  ABOUT  NATO 

The  SPEAKER.  Under  previous  or¬ 
der  of  the  House,  the  gentleman  from 
New  York  [Mr.  Halpern]  is  recognized 
for  15  minutes. 

Mr.  HALPERN.  Mr.  Speaker,  I  would 
like  to  expand  somewhat  on  my  earlier 
remarks  of  April  6  relative  to  the  evolving 
NATO  dilemma. 

While  I  am  not  privy  to  the  inner  de¬ 
liberations  of  our  Government,  and  so 
must  depend  upon  traditional  news 
sources  and  transcripts,  these  do  not  in 
truth  give  me  much  confidence  that  the 
United  States  is  handling  this  problem 
maturely  and  realistically. 

Certainly,  along  with  most  Americans, 
I  profoundly  regret  the  recent  decisions 
of  the  French  nation,  our  historic  ally. 
In  my  view  her  withdrawal  from  the 
NATO  command  structure,  as  distinct 
'  from  the  alliance,  is  not  in  the  best  mili¬ 
tary  and  political  interests  of  either 
France  or  the  other  allies. 

Much  of  the  soul  searching  which  is/ 
now  going  on,  however  helpful  in  restor¬ 
ing  some  emotional  balance,  is  irrelevant. 
To  be  sure,  we  are  not  blameless;  Amer¬ 
ican  attitudes  and  policies  have  in  sev¬ 
eral  instances  crystallized  De  /Gaulle’s 
suspicions  of  American  motives/ and  thus 
have  emboldened  him.  Perhaps  this  was 
inevitable,  given  the  realization  that  our 
diplomatic  instincts  on  the  world  scene, 
as  a  global  power,  are /necessarily  dif¬ 
ferent  from  and  ittavne  irreconcilable 
with  those  of  General  de  Gaulle.  The 
French  decisions  may  have  come  regard¬ 
less  of  any  past  American  endeavors  to 
attune  our  pohcy  more  closely  with 
French  interests. 

However,  ynat  concerns  me  most  is 
our  official  Approach  to  this  unalterable 
fact  of  French  disengagement.  Are  the 
14  -members,  spurred  on  by  the  United 
Statesyio  adopt  an  attitude  of  complete 
intrasigence?  Are  we  to  consume  our 
mental  faculties  in  a  restless  search  for 


wordy,  meaningless  communiques  in  or¬ 
der  to  cement  a  wall  against  French 
policy?  Does  our  interest  lie  in  an  at¬ 
tempt,  however  unrewarding  and  illu¬ 
sory,  to  punish  the  mutineer?  To  isolate 
him  through  outraged  opinion? 

Such  posturing,  self-defeating  and 
narrow  in  terms  of  long-range  American 
interests,  is  being  espoused  by  well- 
meaning  but  embittered  people.  Strug¬ 
gling  daily  with  unseemly  events  they 
cannot  control,  aggravated  by  the  widen¬ 
ing  gap  between  their  dreams  and  un¬ 
pleasant  facts,  many  of  our  Atlanticists, 
in  and  out  of  the  State  Department,  are 
propelling  policy  in  a  deliberate  anti- 
French  direction.  High  officials  of  our 
Government  imply  that  the  United 
States  simply  cannot  accept  the  im¬ 
moral,  childish  behavior  of  this  ungrate¬ 
ful  upstart,  tearing  agreements  to  pieces, 
placing  demands,  disrupting  what  are 
thought  to  be  essential  security  arrange¬ 
ments. 

The  tenor  of  the  American  response 
thus  far  indicates  that  we  may  be  pre¬ 
pared  to  totally  ignore  France  in  recast¬ 
ing  the  NATO  structure.  It  would  be  a 
serious  error,  in  reshaping  the  organiza-/ 
tionX  if  the  14  allies  resurrected  thei/ 
militaiw  relationship  in  such  a  way  that 
the  French  Government  could  not /give 
some  practical  application  to  the  mutual 
defense  pledge.  / 

Instead,  there  seems  to  be  an/inclina- 
tion  on  the  pfcjt  of  the  Unite/  States  to 
handle  the  French  Government  as  if  it 
were  a  renegadeX  / 

Recent  pronouncement?' and  actions  by 
our  Government  give/  cause  for  the 
greatest  anxiety.  Whave  engaged  in 
hasty  attempts  to  /mobilize  European 
opinion  against  FrenchNpolicy,  showing 
an  utter  lack  of/  diplomatic  tact  and 
perspective.  In/addition  tXgiving  voice 
to  hurt  feelings,  we  have  reiterated  in 
dreary  fashion  our  traditional  belief  in 
integration/amounting  to  a  sorrof  Mon¬ 
day  morning  rehash  of  spent  idXs,  un¬ 
impressive  because  it  all  comes  todriate. 

Thmoankruptcy  of  this  initial  position 
may / succeed  eventually  in  dividing 
Europe  against  itself.  Indeed,  we  havp 
al/eady  contributed  measurably  toward 
Undermining  that  crucial  Franco-Ger- 
/man  rapprochement  which  is  elemen¬ 
tary  to  the  future  peace  of  Europe. 

As  far  as  France  is  concerned,  we  are 
assured  that  in  wartime  the  French 
forces  will  necessarily  be  united  with 
our  own  in  any  common  conflict.  The 
Foreign  Minister  has  reaffirmed  the 
NATO  pledge,  to  the  effect  that  if  any 
member  is  subject  to  an  unprovoked  at¬ 
tack,  then  all  the  members  are  bound 
to  go  to  its  defense.  He  has  denied, 
publicly,  that  France  will  in  the  future 
withdraw  from  the  alliance.  Further¬ 
more,  I  believe  the  French  Government 
is  receptive  to  discussing  with  its  allies 
the  assumption  of  some  prearrangements 
which  are  essential  to  give  effect  to  the 
NATO  commitment. 

French  policy  distinguishes  between 
the  integrated  organization  and  the  al¬ 
liance  as  such.  And  second,  it  rejects  the 
possibility  of  a  European  ground  war 
without  recourse  to  nuclear  weapons, 
which  remain  under  national  control. 
Hence  the  British,  the  Russians,  and  the 


Americans  have  a  unilateral  option  here,  / 
and  it  may  come  into  play  on  French  soil 
without  French  say-so.  / 

If,  as  the  French  believe,  any  European 
conflict  is  to  be  resolved  on  the  basis  of 
nuclear  weaponry,  under  other/''  than 
French  control,  then  I  would  adpiit  that 
France  lacks  leverage  over  her/Own  ulti¬ 
mate  preservation.  Objectively,  this  is 
not  disadvantageous  to  Frajice;  our  nu¬ 
clear  umbrella  is  credible/  but  this  de¬ 
pendence,  which  caused  the  French 
Government  discomfort;  should  be  com¬ 
prehensible  if  not  wholly  valid. 

It  is  possible  that/President  de  Gaulle 
wishes  to  open  the/.’ ay  toward  a  singular 
political  rapprochfement  with  Soviet  Rus¬ 
sia,  thereby  freeing  the  French  Govern¬ 
ment  to  plav/in  central  Europe  a  pre¬ 
dominant  r/(e  in  the  settlement  of  all 
outstanding  continental  problems.  These 
relate  no/  only  to  Germany  but  to  the 
evolvement  of  the  East  European  satel¬ 
lites.  /At  the  same  time,  this  prescrip¬ 
tion/would  effectively  remove  French 
fea/s  that  America  could  itself  deal  bi¬ 
laterally  with  Russia,  without  consulta¬ 
tion  with  France  on  issues  which  affect 
her  status  and  security  in  Europe. 

While  not  discounting  this  eventuality, 
it  is  incumbent  upon  the  United  States 
to  move  tactfully  and  calmly  at  this 
point  to  reformulate  this  NATO  orga¬ 
nization  as  I  suggested  on  April  6.  It 
must  be  done  in  a  fashion  which  suits 
our  allies  and  accommodates  the  special 
relationship  which  France  insists  upon 
for  herself.  Differences  have  already 
emerged  among  the  allies  as  to  how  this 
alliance  is  to  be  sustained.  The  United 
States  could  lose  everything  by  enforc¬ 
ing  the  adoption  of  unpopular  methods, 
or  by  simply  redressing  tired  and  doc¬ 
trinaire  policies. 

I  hope  very  much  that  we  will  have  the 
good  sense  to  cast  hypocrisy  and  pretense 
aside,  and  mutually  effect  a  system  which 
is  both  practicable  and  takes  account  of 
the  existing  realities. 


The  SPEAKER.  Under  previous  or¬ 
der  of  the  House,  the  gentleman  from 
Texas  [Mr.  Pool]  is  recognized  for  60 
minutes. 

\[Mr.  POOL  addressed  the  House.  His 
remarks  will  appear  hereafter  in  the 
Appendix.] 

NOW  ^(E  ARE  APOLOGIZING  FOR 
FIGHTING  IN  VIETNAM 

The  SPEAKER.  Under  previous  order 
of  the  House,  the  gentleman  from 
Louisiana  [MiXwaggonner]  is  recog¬ 
nized  for  10  minutes. 

Mr.  WAGGONNER.  Mr.  Speaker,  in 
recent  months,  as  \he  doves  and  the 
chickens  have  conbmued  to  flutter 
around  Washington  urging  on  the  Pres¬ 
ident  a  policy  of  retreat,  negotiation,  and 
appeasement  in  Vietnam,  ft  seems  to  me 
that  the  administration  hasiaad  to  spend 
unnecessary  time  assuring  tnte  people  of 
this  country  and  the  enemy  asNvell,  that 
we  are  in  Vietnam  to  stay  and\to  win. 

If  anyone  within  the  administration 
has  any  wonder  why  the  people  arXmn- 
certain  of  our  intentions,  confused  about 
our  aims  or  unconvinced  about  our  dV 
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termination,  they  need  look  no  further 
than  the  front  page  of  the  Washington 
Post.  In  a  story  in  yesterday’s  Post,  the 
headline,  stated  that  “U.S.  Denies  Es¬ 
calating  Vietnam  War.”  An  unidentified 
Pentagon  spokesman  went  to  great  pains 
to  apologize  for  our  strikes  against  two 
antiaircraft  missile  sites  on  the  outskirts 
of  Hanoi  and  to  assure  everyone,  friend 
and  enemy  alike, •■  that  these  strikes  were 
defensive  in  nature  only. 

Instead  of  speaking  positively  and 
firmly  about  our  efforts  to  win  that 
dreadful  war,  we  are  nW  apologizing  for 

our  strikes.  \ 

What  a  ludicrous  position  this  puts  us 
in.  On  the  one  hand,  we 'tire  trying  to 
convince  the  Communists  thatwe  are  not 
going  to  turn  tail  from  our  coraunittment 
and  on  the  other  we  go  out  of  the  way  to 
assure  the  doves  and  the  appeasers  that 
we  are  not  really  escalating  or  going  all 

out.  \ 

As  dreadful  as  it  is,  it  is  apparenftvto 
me  that  statements  such  as  this  are  trie 
source  of  the  juice  the  administration' 
has  to  stew  in  when  they  wonder  why 
the  people  are  not  convinced  that  ours 
is  a  dedicated  effort. 

The  story  from  the  Post,  as  appalling 
as  it  is,  needs  to  be  read  by  every  Member 
and  I  would  like  to  insert  it  here  in  the 
Record. 

United  States  Denies  Escalating  Vietnam 
War 


(By  John  G.  Norris) 

Pentagon  spokesmen  denied  yesterday  that 
American  bomb  strikes  against  two  antiair¬ 
craft  missile  sites  on  the  outskirts  of  Hanoi 
represented  any  planned  escalation  of  the 
war,  as  claimed  by  North  Vietnam. 

The  U.S.  officials  said  the  destruction  of  the 
missile  bases  15  and  17  miles  from  Hanoi — 
closer  to  the  North  Vietnam  capital  than 
U.S.  aircraft  ever  had  struck  previously — 
was  defensive  in  nature. 

The  SAM  surface-to-air  missile  sites  were 
not  on  Sunday’s  target  list,  it  was  said,  and 
their  destruction  did  not  represent  any 
change  in  longstanding  Washington  restric¬ 
tions  on  bombing  in  the  north. 

Rather,  the  Air  Force  F-100  and  F-105 
fighter  bombers  which  blasted  the  missile 
bases  were  flying  “CAP” — combat  air  patrol — 
over  other  U.S.  planes  attacking  a  targeted 
strategic  bridge  33  miles  south  of  Hanoi 
when  they  sighted  the  SAM  sites.  One  fin 
at  the  U.S.  planes  and  the  American  fighters 
then  attacked  them. 

American  pilots  have  standing  ordeiVto  at' 
tack  any  North  Vietnam  missUe  sjte  they 
sight,  if  it  could  interfere  with  their  mission. 

But  while  this  particular  attach  does  not 
represent  any  deliberate  escalation  of  the 
war  ordered  by  Washington,  there  is  grow¬ 
ing  belief  at  the  Pentagon  that  such  orders 
may  come  soon. 

The  Joint  Chiefs  of  yStaff  have  recoin 
mended  that  American'  planes  knock  out 
North  Vietnam’s  major  petroleum  reserves, 
located  in  the  Han en -Haiphong  area,  as  a 
more  effective  means  of  slowing  down  the 
movement  of  troops  and  supplies  to  the  Viet- 
cong  from  North  Vietnam  via  the  Ho  Chi 
Minh  trail. 


U.S.  Navy  carrier  pilots  also  reported  the 
probable  destruction  of  another  missile  site 
160  miles  south  of  Hanoi.  The  attacks  bring 
to  seven  the  total  of  SAM  installations  re¬ 
ported  destroyed  since  July  27.  Eight  or 
nine  others  have  been  damaged. 

Aircraft  from  the  aircraft  carrier  Kitty 
Hawk  also  struck  Sunday  at  other  points 
around  Vinh,  the  major  junction  on  the 
Communist  supply  line  south.  The  Asso¬ 
ciated  Press  in  Saigon  said  the  Navy  planes 
apparently  hit  liquid  fuel  used  in  the  SAM 
missiles  and  most  likely  destroyed  the  site. 

Russia  is  believed  to  have  shipped  86  SAM 
installations — some  mobile  and  some  fixed — 
to  North  Vietnam.  Some  160  missiles  have 
been  fired  at  U.S.  planes,  downing  10  planes. 

American  spokesmen  in  Saigon  said  no 
American  plane  was  lost  in  the  attacks  near 
Hanoi.  But  five  aircraft  were  knocked  down 
by  antiaircraft  guns  Saturday  through  Mon¬ 
day.  Two  airmen  are  listed  as  missing,  the 
others  were  rescued. 

There  were  few  reports  of  ground  action 
yesterday.  However,  a  Vietcong  suicide 
squad  attacked  U.S.  Marine  positions  375 
miles  north  of  Saigon  Monday  behind  a  bar¬ 
rage  of  Communist  mortar  shells.  The 
marines  lowered  the  barresl  of  their  155-mil¬ 
limeter,  self-propelled  guns  and  blasted  the 
Lortars.  Then  as  the  Vietcong  attacked, 
jarines  hit  them  with  small  arms  fire.  l)He 
ton  was  7  miles  from  Da  Nang, 
iws  services  reported  from  Saigon/that 
Vietcong  terror  continued  against  orogov- 
ernmertt  officials.  A  marine  patrol  fsmnd  the 
mutilated  body  of  a  village  chief  at  Kyxuam 
Island,  near  Chulai.  It  was  reported  that 
two  youngSyietnamese  girls  h^d  lured  the 
young  man  lkto  a  house  whey?  he  was  killed 
by  Vietcong  agents. 
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The  bridga/33  miles  south  of  Hanoi  hit  by 
American  planes  Sunday  was  described  here 
as  “knocked  out  of  service”  but  as  none  of 
the  spans  were  actually  severed  it  may  be 
soon  repaired. 

Sunday’s  attack  also  put  out  of  action  a 
highway  bridge  at  Haiduong,  on  the  main 
road  between  Hanoi  and  Haiphong,  about 
/*!  miles  from  Hanoi.  It  was  bombed  last  fall 
but  repaired  since  then. 


and  many  other  outstanding  groups  and 
individuals  on  both  sides  of  the  political 

fence. 

The  present  Secretary  of  the  Treasury, 
Henry  H.  Fowler,  was  a  member  of  the 
Commission  on  Money  and  Credit.  He 
supports  the  policy  of  substituting  pri¬ 
vate  for  public  credit  today  as  he  did  in 
1961  when  the  Commission  handed  in  its 
report.  In  that  report  the  Commission 
said,  and  I  quote: 

Where  it  can  be  effective,  a  loan  guarantee 
type  of  program  should  take  preference  over 
the  direct  lending  type  of  program. 


President  Kennedy’s  Committee  was 
headed  by  then  Secretary  of  the  Treas¬ 
ury  Douglas  Dillon  and  among  the  mem¬ 
bers  were  David  Bell,  Walter  Heller,  and 
William  McChesney  Martin,  the  Chair¬ 
man  of  the  Federal  Reserve  Board.  That 
Committee  had  this  to  say  about  the  sub¬ 
stitution  of  private  for  public  credit  and 
I  quote : 

The  Committee  believes  that  Federal  credit 
programs  should,  in  the  main  and  whenever 
consistent  with  essential  program  goals,  en¬ 
courage  and  supplement,  rather  than  dis¬ 
place  private  credit. 


(Mr.  MOORHEAD  asked  and  was 
given  permission  to  address  the  House 
for  1  minute  and  to  revise  and  extend  his 
remarks.) 

Mr.  MOORHEAD.  Mr.  Speaker,  I  sup¬ 
port  the  Participation  Sales  Act  of  1966 
because  I  am  sure  it  is  sound  legislation, 
it  is  in  the  interests  of  the  people  of  the 
United  States,  and  it  will  contribute  to 
the  more  realistic  sensible  financing  of 
Federal  Government  programs. 

This  legislation  is  nothing  more  than 
a  proposal  to  authorize  the  pooling  of 
certain  Government  loans  for  sale  on  the 
private  market.  This  pooling  technique 
has  been  proved  highly  effective  in  the 
last  several  years.  It  was  pioneered  by 
the  Export-Import  Bank  and  since  then 
other  agencies  including  the  Veterans’ 
Administration  and  the  Federal  National 
Mortgage  Association  have  used  this 
technique  with  excellent  results. 

All  this  legislation  proposes  to  do  is  to 
extend  this  technique  to  other  Federal 
credit  programs,  such  as  those  of  the  Of¬ 
fice  of  Education,  the  Farmers  Home  Ad¬ 
ministration,  and  the  Small  Business 
Administration. 

Substituting  private  for  public  credit 
is  not  a  new  idea — in  fact,  it  has  been 
a  cardinal  principal  of  Federal  financing 
for  more  than  10  years. 

It  carries  the  wholehearted  endorse¬ 
ment  of  such  groups  as  the  Commission 
on  Money  and  Credit — a  blue-ribbon 
panel  of  economic  and  financial  experts 
set  up  by  the  Committee  on  Economic 
Development  to  study  our  national  needs; 
the  Committee  on  Federal  Credit  Pro¬ 
grams — set  up  by  President  Kennedy  to 
examine  principles  of  Federal  financing 


Let  me  give  you  one  final  sample  of  the 
bipartisan  support  which  this  impor¬ 
tant  policy  has  had  in  the  past  and  which 
it  deserves  now.  I  quote  from  a  minority 
report  of  the  House  Ways  and  Means 
Committee  report  on  legislation  to  pro¬ 
vide  temporary  increases  in  the  public 
debt  limit.  This  report,  delivered  in  May 
1963  had  this  to  say  on  the  subject: 

The  administration  also  can  always  reduce 
Its  borrowing  requirements  by  additional 
sales  of  marketable  Government  assets. 


The  point  I  am  trying  to  make  is  sim¬ 
ple.  The  point  is  that  this  is  a  sound 
measure  for  Government  finance,  that 
the  policy  under  which  it  was  framed  has 
the  clear  and  unequivocal  support  of  both 
parties,  of  President  Eisenhower,  Presi¬ 
dent  Kennedy,  President  Johnson,  and 
many,  many  others  who  have  had  an  op¬ 
portunity  to  deal  at  first  hand  with  the 
realities  of  Federal  finance. 

The  proposed  legislation  in  no  way  di¬ 
lutes  the  authority  or  control  of  the  Con¬ 
gress  over  Federal  spending  or  lending 
programs. 

For  all  these  reasons,  I  am  proud  to 
number  myself  among  the  many  distin¬ 
guished  leaders  who  have  supported  this 
policy.  On  that  basis,  I  now  support  this 
legislation. 


A  CITIZEN’S  EFFORT  CHANGES 
BOSTON  RENEWAL  PROJECT 


(Mr.  WIDl^ALL  (at  the  request  of  Mr. 
Wyatt)  was  granted  permission  to  ex¬ 
tend  his  remarks  at  this  point  in  the 
Record  and  to  include  extraneous  mat¬ 
ter.) 


Mr.  WIDNALL.  Mr.  Speaker,  on  Au¬ 
gust  19,  1965,  I  related  to  this  Cham¬ 
ber  the  efforts  by  the  Boston  Redevelop¬ 
ment  Authority  to  oust  low-  and  moder¬ 
ate-income  families  from  Dheir  homes  to 
make  way  for  a  high-rise, Vigh-income 
apartment  project  which  nobody  except 
the  developers  apparently  wSmted.  A 
month  later,  on  September  21, \I  spoke 
to  this  body  on  the  North  HarvarasStreet 
project,  as  it  is  called,  indicating  that  the 
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SPECIAL  ORDERS  GRANTED 


By  Unanimous  cogent,  permission  to 
addressee  House,  following  the  legisla¬ 
tive  program  and  any  special  orders 
heretofore\ntered,  was  granted  to: 

Mr.  Waggonner,  for  10  minutes,  today; 
and  to  revise \nd  extend  his  remarks. 

Mr.  Puclnsk^  for  1  hour,  on  Thurs¬ 
day,  April  21. 

Mr.  Frazier,  foi\l  hour,  on  Thursday, 
April  28. 

Mr.  Quie  (at  tlffc  request  of  Mr. 
Wyatt),  for  10  minutek  today ;  to  revise 
and  extend  his  remarks\and  to  include 
extraneous  matter. 

Mr.  Goodell  (at  the  request  of  Mr. 
Wyatt)  ,  for  10  minutes,  today;  to  revise 
and  extend  his  remarks  and  No  include 
extraneous  matter. 

Mr.  Ashbrook  (at  the  requestVf  Mr. 
Wyatt)  ,  for  15  minutes,  today;  to \e vise 
and  extend  his  remarks  and  to  include 
extraneous  matter. 

Mr.  Wolff  (at  the  request  of  Mr.  Er 
wards  of  Louisiana) ,  for  15  minutes,  to¬ 
day;  to  revise  and  extend  his  remarks 
and  to  include  extraneous  matter, 

Mr.  McDowell  (at  the  request  of  Mr. 
Edwards  of  Louisiana) ,  for  10  minutes, 
today;  to  revise  and  extend  his  remarks 
and  to  include  extraneous  matter. 

Mr.  Farbstein  (at  the  request  of  Mr. 
Edwards  of  Louisiana) ,  for  20  minutes, 
on  April  21,  1966;  to  revise  and  extend 
his  remarks  and  to  include  extraneous 
matter. 


Mr.  Younger. 

Mr.  Harvey  of  Michigan. 

Mr.  Skubitz  in  two  instances. 

Mr.  Talcott  in  three  instances. 

Mr.  Dole. 

Mr.  Whalley. 

(The  following  Members  (at  the  re¬ 
quest  of  Mr.  Edwards  of  Louisiana)  and 
to  include  extraneous  matter ; ) 

Mr.  Dingell. 

Mr.  Pickle. 

Mr.  Tenzer  in  five  instances. 

Mr.  Rivers  of  South  Carolina  in  two 
instances. 

Mr.  McFall  in  two  instances. 

Mr.  Gonzalez  in  two  instances. 

Mr.  Vivian. 

Mr.  Morgan. 

Mr.  Kornegay  in  two  instances. 

Mr.  Gilligan. 

Mr.  Grider. 

Mr.  Leggett  in  two  instances. 

Mr.  Vanik. 

Mr.  Ashley. 

Mr.  Carey  in  two  instances. 

Mr.  Gathings. 

,Mr.  Clark. 

Ir.  Annunzio. 

Rees. 


Congress  entitled  “An  act  to  amend 
tion  30  of  the  Revised  Statutes  of/the 
United  States”  (U.S.C.,  title  2,  sec 
approved  February  18,  1948;  Ler (Mrs. 
Albert)  Thomas,  Eighth  District,  Texas. 


EXECUTIVE  COMMUNICATIONS, 
ETC. 

Under  clause  2  of  rule  XXIV,  executive 
communications  were  taken  from  the 
Speaker’s  table  and  referred  as  follows: 

2321.  A  communication  from  the  Presi¬ 
dent  of  the  United  States,  transmitting  a 
draft  of  proposed  legislation  to  promote 
private  financing  of  credit  needs  and  to  pro¬ 
vide  for  an  efficient  and  orderly  method  of 
liquidating  financial  assets  held  by  Federal 
credit  agencies  and  for  other  purposes  (H. 
Doc.  No.  426) ;  to  the  Committee  on  Banking 
and  Currency,  and  ordered  to  be  printed. 


EXTENSION  OF  REMARKS 

By  unanimous  consent,  permission  to 
extend  remarks  in  the  Appendix  of  the 
Record,  or  to  revise  and  extend  remarks 
was  granted  to : 

Mr.  Patman  to  extend  his  remarks  and 
to  include  extraneous  matter  on  the  sales 
participation  bill  following  the  legisla¬ 
tive  business  of  today. 

Mr.  Edmondson  and  to  include  ex¬ 
traneous  matter. 

Mr.  Reuss  in  six  instances  and  to  in¬ 
clude  extraneous  matter. 

Mr.  Holifield  and  to  include  a  speech 
by  the  Honorable  Charles  S.  Murphy, 
Chairman,  Civil  Aeronautics  Board. 

Mr.  O’Neill  of  Massachusetts  in  three, 
instances  and  to  include  extraneoi 
matter. 

Mr.  Fino  and  to  include  extraneous 
matter. 

Mr.  Collier  in  five  instances. 

Mr.  Horton  (at  the  request' of  Mr. 
Wyatt)  to  follow  Mr.  Reid  of  .New  York 
during  debate  on  House  Resolution  756. 

Mr.  Ryan  to  extend  his  /emarks  im¬ 
mediately  prior  to  the  passage  of  the 
resolution,  House  Resolution  777. 

Mr.  Hosmer  in  three/instances  and  to 
Include  extraneous  matter. 

(The  following  Members  (at  the  re¬ 
quest  of  Mr.  Wya^t)  and  to  include  ex¬ 
traneous  matter 

Mr.  Quillen, 

Mr.  Berry. 

Mr.  Hort 

Mr.  Ellsworth. 

Mr.  Bob  Wilson 

Mr.  Rumsfeld. 

MryBROCK. 

My  Langen.  . 

Goodell. 


tOLLED  BILLS  SIGNE! 

Mr.  BURLESON,  from  the  Committee 
on  House  Administration,  reputed  that 
that  committee  had  examine$4nd  found 
truly  enrolled^,  bill  of  the  .House  of  the 
following  title, \which  yjas  thereupon 
signed  by  the  Speaker: 

H.R.  1746.  An  act  tosfle: 
for  lump-sum  payme: 

Civil  Service  Retireme: 


e  the  term  “child” 
iurposes  under  the 
.ct. 


ADJOURNMENT 

Mr.  EDWARDS  of  Louisiana.  Mr. 
Speaker,  I  move  that  the  House  do  now 
adjourn. 

The  motion  was  agreed  to ;  accordingly 
(at  3  oyflock  and  59  minutes  p.im)  the 
House/adjoumed  until  tomorrow,  Tnurs- 
day^April  21,  1966,  at  12  o’clock  noon\ 

OATH  OF  OFFICE 

The  oath  of  office  required  by  the  sixth 
article  of  the  Constitution  of  the  United 
States,  and  as  provided  by  section  2  of 
the  act  of  May  13,  1884  (23  Stat.  22), 
to  be  administered  to  Members  and  Dele¬ 
gates  of  the  House  of  Representatives, 
the  text  of  which  is  carried  in  section 
1757  of  title  XIX  of  the  Revised  Statutes 
of  the  United  States  and  being  as  fol¬ 
lows: 

“I  A  B,  do  solemnly  swear  (or  affirm) 
that  I  will  support  and  defend  the  Con¬ 
stitution  of  the  United  States  against 
all  enemies,  foreign  and  domestic;  that 
I  will  bear  true  faith  and  allegiance  to 
the  same;  that  I  take  this  obligation 
freely,  without  any  mental  reservation 
or  purpose  of  evasion;  and  that  I  will 
well  and  faithfully  discharge  the  duties 
of  the  office  on  which  I  am  about  to 
enter.  So  help  me  God.” 
has  been  subscribed  to  in  person  and 
filed  in  duplicate  with  the  Clerk  of  the 
House  of  Representatives  by  the  follow¬ 
ing  Member  of  the  89th  Congress,  pur¬ 
suant  to  Public  Law  412  of  the  80th 


2322.  A  letter  from  the  Assistant  Secre¬ 

tary  of'Defense  (Installations  and  Logistics) , 
transmitting  a  report  on  Department  of  De¬ 
fend  procurement  from  small  and  other 
business  firms  for  July  1966  to  February  1966, 
pursuant  to  the  provisions  of  section  10(d) 

.  of  the  Small  Business  Act;  to  the  Committee 
on  Banking  and  Currency. 

2323.  A  letter  from  the  Assistant  Secre¬ 
tary  of  the  Interior,  transmitting  the  annual 
report  of  the  Governor  of  Guam,  for  the 
fiscal  year  ended  June  30,  1965,  pursuant  to 
the  provisions  of  section  6(b)  of  the  Or¬ 
ganic  Act  of  Guam;  to  the  Committee  on 
Interior  and  Insular  Affairs. 

2324.  A  letter  from  the  Director,  Adminis¬ 
trative  Office  of  the  U.S.  Courts,  transmitting 
the  Annual  Report  of  the  Director  of  the  Ad¬ 
ministrative  Office  of  the  United  States 
Courts  for  the  fiscal  year  1965,  pursuant  to 
section  604(a)  (4)  of  title  28,  United  States 
Code;  to  the  Committee  on  the  Judiciary. 

2325.  A  letter  from  the  Secretary  of  the 
Treasury,  transmitting  two  drafts  of  pro¬ 
posed  legislation,  as  follows:  (1)  to  establish 
minimum  standards  for  passenger  vessel 
and  to  require  disclosure  of  construction  de¬ 
tails  on  passengers  vessels,  and  (2)  to  repeal 
the  laws  authorizing  limitation  of  ship¬ 
owners’  liability  for  personal  injury  and 
death,  to  require  evidence  of  adequate  fi¬ 
nancial  responsibility  to  pay  judgment  for 
personal  injury  or  death,  or  to  repay  fares 
in  the  event  of  nonperformance  of  voyages, 
and  for  other  purposes;  to  the  Committee 
on  Merchant  Marine  and  Fisheries. 


REPORTS  OF  COMMITTEES  ON  PUB- 
VLIC  BILLS  AND  RESOLUTIONS 

Under  clause  2  of  rule  XIH,  reports 
of  committees  were  delivered  to  the 
Clerk  for  printing  and  reference  to  the 
proper  calendar,  as  follows : 

Mr.  MILLER:  Committee  on  Science  and 
Astronautlcs\H.R.  14324.  A  bill  to  author¬ 
ize  appropriations  to  the  National  Aero¬ 
nautics  and  Sp&ce  Administration  for  re¬ 
search  and  development,  construction  of  fa¬ 
cilities,  and  administrative  operations,  and 
for  other  purposes\  without  amendment 
(Rept.  No.  1441 ) .  Referred  to  the  Committee 
of  the  Whole  House  ou  the  State  of  the 
Union. 

Mr.  MADDEN :  Comniittee  on  Rules. 
House  Resolution  820.  Resolution  providing 
for  the  consideration  of  H.R.\2617,  a  bill  to 
amend  the  act  providing  for  \he  economic 
and  social  development  in  the  Ryukyu 
Islands;  without  amendment  (Rept.  No. 
1442).  Referred  to  the  House  Calendar. 

Mr.  PEPPER :  Committee  on  Rules\  House 
Resolution  821.  Resolution  providing  for 
the  consideration  of  H.R.  13881.  A  bill  to 
authorize  the  Secretary  of  Agriculture \to 
regulate  the  transportation,  sale,  and  han- 
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Ylling  of  dogs,  cats,  and  other  animals  in- 
t ended  to  be  used  for  purposes  of  research 
or  Experimentation,  and  for  other  purposes, 
without  amendment  (Rept.  No.  1443).  Re¬ 
ferred^  .to  the  House  Calendar. 

Mr.  Rolling:  Committee  on  Rules. 
House  Resolution  822.  Resolution  providing 
for  the  consideration  of  H.R.  14088,  a  bill  to 
amend  chapter  55  of  title  10,  United  States 
Code,  to  authorize  an  improved  health  bene¬ 
fits  program  foY,  retired  members  and  mem¬ 
bers  of  the  uniformed  services  and  their 
dependents,  and  for  other  purposes;  without 
amendment  (Rept.  \No.  1444).  Referred  to 
the  House  Calendar.  . 

Mr.  GARMATZ:  Committee  on  Merchant 
Marine  and  Fisheries.  'Report  on  the  Yar¬ 
mouth  Castle  disaster;  without  amendment 
(Rept.  No.  1445).  Referred\to  the  Commit¬ 
tee  of  the  Whole  House  on  the  State  of  the 
Union.  Y 


PUBLIC  BILLS  AND  RESOLUTIONS 

Under  clause  4  of  rule  XXII,\public 
bills  and  resolutions  were  introduced,  and 
severally  referred  as  follows: 

By  Mr.  BATTIN: 

H.R.  14535.  A  bill  to  amend  the  Internal 
Revenue  Code  of  1954  to  treat  sintering  or 
burning  as  a  mining  process  in  the  case  of 
shale,  clay,  and  slate  used  or  sold  for  use,  as 
lightweight  concrete  aggregates;  to  the  Com¬ 
mittee  on  Ways  and  Means. 

By  Mr.  CARTER: 

HJR.  14536.  A  bill  to  extend  and  amend  the 
Library  Services  and  Construction  Act;  to 
the  Committee  on  Education  and  Labor. 

H.R.  14537.  A  bill  to  authorize  a  3-year  pro¬ 
gram  of  grants  for  construction  of  veterinary 
medical  education  facilities,  and  for  other 
purposes;  to  the  Committee  on  Interstate  and 
Foreign  Commerce. 

By  Mr.  CELLER : 

H.R.  14538.  A  bill  to  amend  section  709  of 
title  18,  United  States  Code,  so  as  to  protect 
the  name  of  the  Central  Intelligence  Agency 
from  exploitation;  to  the  Committee  on  the 
Judiciary. 

By  Mr.  CURTIS : 

H.R.  14539.  A  bill  to  establish  a  Joint  Con¬ 
gressional  Committee  on  American  Man¬ 
power  and  National  Security;  to  the  Com¬ 
mittee  on  Rules. 

By  Mr.  FINO: 

H.R.  14540.  A  bill  to  require  the  Secretary 
of  the  Treasury  to  study  and  report  on  an 
alternative  coinage;  to  the  Committee  on 
Banking  and  Currency. 

By  Mr.  JONES  of  Alabama; 

H.R.  14541.  A  bill  for  the  relief  of  the  Col¬ 
bert  County  Board  of  Education;  to  the  Com¬ 
mittee  on  the  Judiciary. 

By  Mr.  McDADE: 

H.R.  14542.  A  bill  to  amend  chapter  2( 
title  18,  United  States  Code,  to  prescribe 
procedure  for  the  return  of  persons  who liave 
fied,  in  violation  of  the  conditions  of  bail 
given  in  any  State  or  judicial  district  of  the 
United  States,  to  another  State  oir  judicial 
district,  and  for  other  purposes;  tg/the  Com¬ 
mittee  on  the  Judiciary. 

By  Mr.  MORGAN: 

H.R.  14543.  A  bill  to  providaf  compensation 
for  damages  to  certain  facilities  rendered  in¬ 
operative  or  otherwise  adversely  affected  as 
a  result  of  the  modernization  of  the  Monon- 
gahela  River  navigatioiyproject;  to  the  Com¬ 
mittee  on  Public  Worl 

By  Mr.  PAT 

H.R.  14544.  A  biM  to  promote  private 
financing  of  credit  needs  and  to  provide  for 
an  efficient  and  /Orderly  method  of  liquidat¬ 
ing  financial  assets  held  by  Federal  credit 
agencies  and  for  other  purposes;  to  the  Com¬ 
mittee  on  RAnking  and  Currency. 

By  ^r.  RODINO: 

H.R.  14645.  A  bill  to  amend  section  319  of 
the  Immigration  and  Nationality  Act  to 
permyr  naturalization  for  certain  employees 
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of  U.S.  nonprofit  organiaztions  engaged  in 
disseminating  information  which  signifi¬ 
cantly  promotes  U.S.  interest,  and  for  other 
purposes;  to  the  Committee  on  the  Judiciary. 

By  Mr.  ST.ONGE: 

H.R.  14546.  A  bill  to  authorize  the  Secre¬ 
tary  of  the  Interior  to  study  the  feasibility 
and  desirability  of  a  Connecticut  River  Na¬ 
tional  Recreation  Area,  in  the  States  of  Con¬ 
necticut,  Massachusetts,  Vermont,  and  New 
Hampshire,  and  for  other  purposes;  to  the 
Committee  on  Interior  and  Insular  Affairs. 

By  Mr.  SCHWEIKER : 

H.R.  14547.  A  bill  to  amend  the  Internal 
Revenue  Code  of  1954  to  allow  a  taxpayer  a 
deduction  from  gross  income  for  expenses  in¬ 
curred  for  the  higher  education  of  himself, 
his  spouse,  and  his  dependents;  to  the  Com¬ 
mittee  on  Ways  and  Means  . 

By  Mr.  OLSEN  of  Montana: 

H.R.  14548.  A  bill  to  extend  the  authority 
of  the  Postmaster  General  to  enter  into 
leases  of  real  property  for  periods  not  ex¬ 
ceeding  30  years,  and  for  other  puropses;  to 
the  Committee  on  Post  Office  and  Civil 
Service. 

By  Mr.  MORRISON: 

H.R.  14549.  A  bill  to  extend  the  authority 
of  the  Postmaster  General  to  enter  into  leases 
of  real  property  for  periods  not  exceeding  30 
years,  and  for  other  purposes;  to  the  Com- 
ittee  on  Post  Office  and  Civil  Service. 

By  Mr.  BATES: 

t.  14550.  A  bill  to  amend  the  Intern&l 
Revenue  Code  of  1954  to  encourage  the  o6n- 
structffsn  of  treatment  works  to  control 
water  pollution  by  permitting  the  deduc¬ 
tion  of  expenditures  for  the  construction, 
erection,  irixtallation,  or  acquisitions  of  such 
treatment  wo<ks;  to  the  Committee  on  Ways 
and  Means. 

By  Mr.  CteMAN; 

H.R.  14551.  A  Ybill  to  am^nd  the  Older 
Americans  Act  of  \965  in  /Order  to  provide 
for  a  National  Community  Senior  Service 
Corps;  to  the  Committed  on  Education  and 
Labor. 

By  Mr.  FOGi 

H.R.  14552.  A  bil/  to  aYnend  section  312 
of  the  Immigration  and  Nationality  Act  to 
exempt  certain  additional  persons  from  the 
literacy  requirements  thereof  hi  connection 
with  their  naturalization;  to  the\pommittee 
on  the  Judk/ary. 

By  Mr.  FULTON  of  Tennessee 

H.R.  14953.  A  bill  to  amend  the  River  and 
Harbor  Act  of  1965  to  prohibit  certain,  fees 
being  /Charged  in  connection  with  projects 
for  navigation,  flood  control,  and  other  pu^- 
pos^s;  to  the  Committee  on  Public  Works. 
By  Mr.  GILBERT: 

/hr  14554.  A  bill  to  establish  a  National 
Commission  on  Older  Workers;  to  the  Com¬ 
mittee  on  Education  and  Labor. 

H.R.  14555.  A  bill  to  amend  the  act  en¬ 
titled  “An  act  to  provide  in  the  Department 
of  Health,  Education,  and  Welfare  for  a  loan 
service  of  captioned  films  for  the  deaf,”  ap¬ 
proved  September  2,  1958,  as  amended,  in 
order  to  further  provide  for  a  loan  service  of 
educational  media  for  the  deaf,  and  for  other 
purposes;  to  the  Committee  on  Education  and 
Labor. 

By  Mr.  HEBERT: 

H.R.  14556.  A  bill  to  amend  title  32,  United 
States  Code,  to  clarify  the  status  of  Na¬ 
tional  Guard  technicians,  and  for  other  pur¬ 
poses;  to  the  Committee  on  Armed  Services. 

By  Mr.  MCCARTHY: 

H.R.  14557.  A  bill  to  protect  children  and 
others  from  accidental  death  or  injury  by 
amending  the  Federal  Food,  Drug,  and  Cos¬ 
metic  Act  with  respect  to  aspirin  intended 
for  children,  safety  closures  on  drug  con¬ 
tainers,  and  cautionary  labeling  of  contain¬ 
ers  of  articles  subject  to  the  act  where  neces¬ 
sary  to  that  end,  and  by  amending  the  Fed¬ 
eral  Hazardous  Substances  Labeling  Act  to 
ban  hazardous  toys  and  articles  intended  for 
children,  and  other  articles  so  hazardous  as 


to  be  dangerous  in  the  household  regard! 
of  labeling,  and  to  apply  to  unpackaged 
tides  intended  for  household  use,  and /lor 
other  purposes;  to  the  Committee  on  l/ter-  I 
state  and  Foreign  Commerce. 

By  Mr.  RACE: 

H.R.  14558.  A  bill  to  amend  the  acif  entitled 
“An  act  to  promote  the  safety  of/employees 
and  travelers  upon  railroads  by  limiting  the 
hours  of  service  of  employees ythereon,”  ap¬ 
proved  March  4,  1907;  to  the/ Committee  on 
Interstate  and  Foreign  Comnferce. 

By  Mrs.  REID  of  Illinois: 

H.R.  14559.  A  bill  proposing  an  amendment 
to  the  Constitution  of  /the  United  States  to 
permit  voluntary  participation  in  prayer  in 
public  schools;  to  /the  Committee  on  the 
Judiciary. 

By  Mr.  RO0ERS  of  Colorado: 

H.R.  14560.  A ji ill  to  amend  the  act  of  June 
10,  1938,  relati/g  to  the  participation  of  the 
United  State/in  the  International  Criminal 
Police  Organization;  to  the  Committee  on 
the  Judichuy. 

By/Mr.  SAYLOR: 

H.R.  14561.  A  bill  to  amend  the  Migratory 
Bird  hunting  Stamp  Act  of  March  16,  1934, 
to  increase  by  $2  the  fee  for  such  stamp;  to 
the/  Committee  on  Merchant  Marine  and 
sheries. 

By  Mr.  SCHEUER: 

H.R.  14562.  A  bill  to  extend  and  amend 
the  Library  Services  and  Construction  Act; 
to  the  Committee  on  Education  and  Labor. 

By  Mr.  THOMPSON  of  New  Jersey: 

H.R.  14563.  A  bill  to  amend  the  Public 
Health  Service  Act  to  provide  assistance  to 
certain  non-Federal  institutions,  agencies, 
and  organizations  for  the  establishment  and 
operation  of  community  programs  for  pa¬ 
tients  with  kidney  disease  and  for  conduct 
of  training  related  to  such  program,  and 
other  purposes;  to  the  Committee  on  Inter¬ 
state  and  Foreign  Commerce. 

By  Mr.  COLLIER: 

H.J.  Res.  1076.  Joint  resolution  proposing 
an  amendment  to  the  Constitution  of  the 
United  States  to  permit  voluntary  participa¬ 
tion  in  prayer  in  public  schools;  to  the  Com¬ 
mittee  on  the  Judiciary. 

By  Mr.  GARMATZ: 

H.J.  Res.  1077.  Joint  resolution  proposing 
an  amendment  to  the  Constitution  of  the 
United  States  to  permit  voluntary  participa¬ 
tion  in  prayer  in  public  schools;  to  the  Com¬ 
mittee  on  the  Judiciary. 

By  Mr.  MCCARTHY: 

H.J.  Res.  1078.  Joint  resolution  to  create  a 
delegation  to  a  convention  of  North  Atlantic 
nations;  to  the  Committee  on  Foreign  Af- 
Affairs. 

By  Mr.  McDADE: 

.H.J.  Res.  1079.  Joint  resolution  to  create  a 
delegation  to  a  convention  of  North  Atlantic 
nations;  to  the  Committee  on  Foreign  af- 
fairsN 

Mr.  BOB  WILSON: 

H.J.  RYs.  1080.  Joint  resolution  to  establish 
a  Nation a)\Cemeteries  Site  Selection  Advisory 
Board  to  govern  further  development  of  the 
national  cemetery  system;  to  the  Committee 
on  Interior  ami  Insular  Affairs. 

By  Mr.  PATMAN: 

H.  Con.  Res.  628k  Concurrent  resolution  au¬ 
thorizing  the  printing  for  the  use  of  the  Joint 
Economic  Committee,  of  additional  copies  of 
its  hearings  entitled\“20th  Anniversary  of 
the  Employment  Act  OIVL946:  An  Economic 
Symposium”;  to  the  Cojpmittee  on  House 
Administration. 


MEMORIALS 
Under  clause  4  of  rule 
461.  The  SPEAKER  presented  a  Yaemorial 
of  the  House  of  Representatives  of  tme  Com¬ 
monwealth  of  Massachusetts,  relative  \o  re¬ 
storing  in  the  Federal  budget  the  cut  in^the 
school  lunch  and  milk  programs,  which 
referred  to  the  Committee  on  Appropriate 
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)ur  Bantam  Supersonic  Jet — Neglected  by 
^the  Air  Force  for  Years,  the  Rugged 
reedom  Fighter  Has  Finally  Gotten  Its 
»ce  at  Combat 

(By  Herbert  O.  Johansen) 

Our  ''newest  tactical  guerrilla  warfare 
weapon  is  a  pint-size,  supersonic,  twin-jet 
fighter-borhber  that  was  born  more  than  10 
years  ago— ^and  prophetically  named  the 
Freedom  Figlker. 

It’s  the  Northrop  F-5— a  tough  little 
scrapper  with  extraordinary  combat  per¬ 
formance:  high  rate  of  climb,  quick  accel¬ 
eration  to  supersonic  speed,  extreme  ma¬ 
neuverability  at  altitudes  to  40,000  feet,  and 
bantam  weight.  The  133510  reason  for  this 
prowess  is  its  twin  poWerplants — GE  J-85 
turbojets.  Each  produced  4,080  pounds  of 
thrust,  yet  weighs  only  585y pounds — a  pro¬ 
digious  thrust-to- weight  ratio  of  7  to  1. 

Low  in  weight,  high  in  performance,  the 
Freedom  Fighter  is  also  low  in.  cost.  The 
F-105  Thunderchief,  for  instance,  costs 
$2,067,000.  The  F-5  is  off  the '■shelf  at 
$669,175.  On  electronic  equipment, \he  dif¬ 
ference  is  even  more  amazing.  Oh  the 
F-105,  it  costs  $233,143;  on  the  Frefe^om 
Fighter,  only  $12,000. 

The  F-5  was  designed  as  a  supersonic  tac¬ 
tical  aircraft  to  replace  obsolescent  F-84’s 
and  F-86’s  in  the  aerial  arsenals  of  selected 
allied  countries  under  our  military  assist¬ 
ance  program;  nine  nations  are  getting 
them. 

In  the  United  States,  however,  the  F-5 
was  considered  an  underdog.  We  already 
had  in  Vietnam  such  supersophisticated 
fighter-bombers  as  the  multimillion-dollar 
F-105  Thundehchief,  the  F-104  Starfighter, 
the  F-100  Super  Sabre  jet,  the  F-4  Phantom. 
the  underdog  has  its  day 

While  sooming  the  F-5  for  combat,  the  Air 
Force  did  order  tandem  versions  as  super¬ 
sonic  trainers.  More  than  800  of  these  T-38 
Talons  have  trained  thousands  of  pilots  to, 
fly  in  a  combat-plane  environment.  Thi^ 
kept  the  F-5  design  alive.  More  important, 
ironed  out  the  mechanical,  electronic,  aAd 
maintenance  bugs  that  plague  most  pew 
planes  when  they  first  go  into  combat. 

Then,  about  a  year  ago,  the  Air  t' orce 
decided  to  try  out  the  F-5  in  Vietnam  and 
organized  a  squadron  of  12  planes  to  train 
for  combat  at  Williams  Air  Force  Base,  Ariz. 

Proud  of  the  small  size  of  their  plstn.es,  they 
named  their  squadron  the  Skosm  Tigers — 
Skoshi  is  the  phonetic  spelling  m  the  Jap¬ 
anese  word  “sukoshi,”  meaning  “little.” 

In  October  of  last  year,  the  Shoshi  squad¬ 
ron  took  off  for  combat.  Although  they  have 
a  range  of  only  about  1,500  miles,  the  pilots 
flew  their  F-5’s  to  their  destination  target, 
8,500  miles  away,  stopping  at  Hawaii  and 
Guam.  They  were  accompanied  by  KC-135 
jet  tankers — and  en  route  each  plane  took 
more  than  a  dozen  gujps  of  fuel  from  the 
mother  planes. 

Within  6  hours  aft£r  touchdown  at  Bien 
Hoa  Air  Base,  near  Smgon,  on  October  23,  two 
F-5’s  were  off  on  &  combat  mission.  They 
bombed  and  strafed  suspected  battalion-size 
Vietcong  jungle  concentrations.  Since  then, 
they  have  run  up  an  impressive  record  of 
hundreds  of  “missions  accomplished.” 

“When  we  parked  our  F-5’s  alongside  some 
of  their  bigg/r  brothers  at  Bien  Hoa,”  said 
one  Skoshi  miot,  “they  looked  like  toys.  We 
ground  maneuvered  like  Volkswagens.” 

The  F-iVs  built-in  ease  of  maintenance  al¬ 
ready  hap  proved  a  boon  in  its  trial  opera¬ 
tions.  ‘Aside  from  its  versatility,”  says  Col. 
Edwarcy  Johnson,  head  of  a  team  of  experts 
that  is  evaluating  the  trim  little  fighter’s 
combat  performance,  “what  the  airmen  like 
most  about  the  plane  is  its  simplicity. 

“/That’s  the  beauty  of  it.  The  F-5  is  so 
spnply  constructed  that  it  takes  50  percent 
maintenance  than  some  of  the  big  Jet 
Ighter-bombers.  Two  men  can  lift  off  the 


tail.  Three  men  have  removed  an  engine 
20  minutes.” 

KEEPING  REPAIRS  AT  GROUND  LEVEL 

This  ease  of  maintenance  is  due  largelV  to 
Northrop  design  foresight.  Parts  needinarfre- 
quent  replacement  or  repair  were  put  low  to 
the  ground  and  made  readily  a'^ailable 
through  access  doors. 

One  great  advantage  of  the  F-5  h&s  as  an 
antiguerrilla  air  weapon  is  that  it  /an  really 
give  ground  support  to  troops  by  following 
them  into  combat.  It  needs  ao  prepared 
runways — it  can  take  off  from  ysod  fields  in 
forward  areas. 

For  their  combat  missions  iA  Vietnam,  the 
F-5’s  were  camouflaged — painted  a  mottled 
green  and  brown  on  the  ton/and  sides,  a  pale 
blue  on  the  bottom.  This  fe  to  blend  in  with 
the  jungle  when  seen  from  above  by  enemy 
aircraft,  with  the  sky  when  flying  low  and 
vulnerable  to  ground  fire. 

In  aerial  combat,  tne  1,000-mile-an-hour 
F-5  is  able  to  outfight  aircraft  of  greater 
speed.  That  is  what  its  pilots  proudly  say 
they  learned  during  their  training  at  Wil¬ 
liams  Air  Force  Ba(se,  prior  to  being  shipped 
to  Vietnam  to  prove  it. 

LEADED  FOR  BEAR 

The  fightingr  package  of  the  F-5  is  also 
outstanding  fbr  a  midget  that  weighs  only 
12,000  pounds  in  its  “bare  feet.”  In  addition 
■tk  two  20  millimeter  rapid-firing  cannons  in 
the.  nose  /and  their  ammo),  the  Freedom 
Figlker  csm  carry  6,200  pounds  of  armament 
externally,  slung  under  its  belly  and  wings. 
In  various  combinations  it  can  mount:  su- 
personle\aid-to-air  missiles,  air-to-ground 
rocke/s,  anti-radar  missiles,  general-purpose 
bombs,  anciNphosphorous  and  napalm  incen- 
dia/ies. 

?or  extra  r^nge,  fuel-tip  tanks  can  be 
ried,  although^  this  naturally  cuts  down 
the  armament  load.  For  aerial  reconnais- 
/ sance,  the  F-5  can'>be  fitted  with  a  camera 
nose — at  the  factory  or  in  combat  areas  with 
a  kit  that  replaces  the  nose  cone. 

Still  another  advantage  of  the  tactical 
Freedom  Fighter  is  its  exceptional  single¬ 
engine  performance.  If  an.  F-5  pilot  runs 
low  on  fuel  while  he  is  still  \eeded  to  hang 
around  in  support  of  ground  tkoops,  he  sim¬ 
ply  shuts  off  one  engine  and  extends  his  loiter 
time. 

F-5  men  readily  admit  that  it  is  Unsophis¬ 
ticated.  It  does  not  have  the  capability  of 
blind  radar  bombing.  It  does  not  have  the 
all-weather  capability  provided  by  the  riular 
equipment  of  its  big  brothers.  It  has  a  sn 
pie  gunsight  instead  of  a  complex  electron 
one. 

Fully  armed  and  fueled,  takeoff  weight  of 
the  F-5  is  about  20,000  pounds;  of  the  F-105, 
more  than  50,000  pounds.  This,  in  guerrilla 
warfare,  means  the  difference  between  long, 
paved  runways  and  sod-field  operation  in 
forward  areas. 

the  challenge 

The  question  is,  can  the  F-5  do  close-in¬ 
support  and  air -fighting  jobs  as  well,  or  bet¬ 
ter,  in  jungle  warfare  than  its  bigger,  costlier, 
more  complex  brothers?  The  answer  will 
come  when  the  F-5’s  have  completed  then- 
combat  trial  in  Vietnam,  and  the  evaluation 
team  of  experts  reports  to  the  Department 
of  Defense. 


THE  PARTICIPATION  SALES  ACT 
OP  1966 

Mr.  BENNETT.  Mr.  President,  we 
have  just  received  along  with  a  message 
from  the  President  the  Participation 
Sales  Act  of  1966.  This  proposed  legis¬ 
lation  would  authorize  the  head  of  any 
executive  department,  agency,  or  instru¬ 
mentality  of  the  United  States  to  set 
aside  a  part  of  all  of  any  financial  assets 


held  by  him,  subject  them  to  a  trust  or 
trusts,  and  to  guarantee  to  the  trustee 
timely  payment  of  principal  and  interest 
on  the  assets  so  set  aside. 

Under  the  trust  instrument,  FNMA 
would  act  as  trustee  and  the  title  to  the 
obligations  would  be  deemed  to  have 
passed  to  FNMA  in  trust.  FNMA  would 
have  authority  to  issue  participation  cer¬ 
tificates  based  on  these  obligations  for 
sale  on  the  private  money  market. 

Subsection  (b)  of  section  2  of  the  bill 
gives  a  blank  check  to  the  Treasury  to 
pick  up  the  deficiencies  that  may  occur 
in  the  payment  on  the  obligations.  In¬ 
definite  appropriations  would  be  estab¬ 
lished  on  the  books  of  the  Treasury  in 
the  amounts  necessary  to  enable  the 
executive  department,  agency,  or  instru¬ 
mentality  of  the  United  States  to  effect 
timely  payment  to  the  FNMA  of  any 
insufficiencies  on  account  of  outstand¬ 
ing  participations. 

Just  over  a  month  ago,  the  subject  of 
discussion  in  this  Chamber  was  a  bill  to 
permit  the  sale  of  Small  Business  Ad¬ 
ministration  loan  participation  certifi¬ 
cates  through  the  facilities  of  the  Fed¬ 
eral  National  Mortgage  Association.  I 
made  the  point  at  that  time,  that  it  was 
not  just  a  one-shot  affair,  but  that  we 
should  consider  the  principle  of  the  pro¬ 
posed  legislation  and  the  precedent  that 
it  would  set.  I  suggested  that  we  con¬ 
sider  the  long  run  instead  of  an  isolated 
single  agency. 

At  the  time  I  said  that,  it  was  no  se¬ 
cret  that  the  administration  was  draft¬ 
ing  legislation  that  would  extend  the 
same  principle  to  several  other  agencies. 
The  President  in  his  budget  message  in¬ 
dicated  that  an  attempt  would  be  made 
to  secure  legislation  that  would  permit 
the  sale  of  a  total  of  $3.3  billion  of  di¬ 
rect  Government  loans  and  participa¬ 
tions  in  these  loans. 

The  budget  statement  requested  leg¬ 
islation  to  expand  this  authority  to  the 
Department  of  Agriculture,  Farmers 
Home  Administration,  which  it  is  esti¬ 
mated  would  market  $600  million  worth 
of  participation  certificates  in  the  next 
fiscal  year;  the  Department  of  Health, 
Education,  and  Welfare,  Office  of  Edu¬ 
cation,  which  would  sell  $100  million 
worth;  the  Federal  National  Mortgage 
Association,  which  it  is  estimated  could 
sell  an  additional  $400  million;  college 
housing  loans  which  would  add  $80  mil¬ 
lion,  and  SBA  loans  estimated  at  $850 
million  in  participation  certificates  in 
fiscal  1967. 

These  listed  programs  added  a  total 
of  $2.8  billion  to  the  sales  of  Federal 
loans  and  participations  in  the  next  fis¬ 
cal  year. 

It  should  be  made  clear  just  what  the 
purpose  of  such  sales  is.  It  was  claimed 
when  the  SBA  bill  was  before  us  that  it 
would  permit  a  significant  increase  in 
the  ability  of  the  SBA  to  make  loans. 
Perhaps  this  screen  caused  many  to  vote 
for  the  procedure.  The  fact  is  that  it  did 
not  increase  the  authorized  program  of 
the  SBA  by  a  single  dollar.  What  it  did 
do  was  to  make  it  possible  for  the  SBA 
to  sell  off,  in  effect,  some  of  its  obliga¬ 
tions  and,  thus,  increase  funds  in  its  re¬ 
volving  fund.  There  is  a  legislative  limit 
on  the  amounts  that  can  be  outstanding 
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iii  SBA  programs  and  the  bill  which  we 
passed  did  not  have  any  effect  on  that 
limit. 

It  did  make  it  possible  for  the  SBA  to 
make  loans  up  to  that  limit  without  seek¬ 
ing  appropriations  for  such  loans  above 
the  amount  already  appropriated  for.  In 
other  words,  the  appropriations  process 
was  bypassed. 

It  did  make  it  possible  for  the  money 
received  from  the  sale  of  participations 
that  could  not  be  used  for  increasing 
SBA  loans,  to  be  returned  to  the  Treas¬ 
ury.  And,  this  is  the  real  purpose  of 
these  legislative  proposals. 

What  we  are  really  being  asked  to  do 
is  to  circumvent  the  ordinary  budgetary 
channels  in  Federal  spending.  The  pro¬ 
cedure  is  one  which  makes  it  possible  to 
conceal  the  cost  of  operating  the  Federal 
Government  by  providing  funds  outside 
of  the  appropriations  process. 

It  can  appropriately  be  questioned  as 
to  whether  this  new  fiscal  scheme  per¬ 
verts  the  basic  elements  of  honesty  in 
the  cost  of  Government  and  imposes  on 
the  financial  structures  of  the  country 
a  concealed  burden  of  public  debt. 

We  hear  much  about  the  tendency  for 
the  power  to  gravitate  away  from  con¬ 
gressional  bodies  or  other  bodies  elected 
by  the  people  and  toward  a  central  bu¬ 
reaucracy.  This  legislation  is  a  large 
step  in  that  direction. 

The  agencies,  departments,  or  Federal 
instrumentalities  are  not  even  listed. 
This  proposal  includes  them  all.  I  ask 
unanimous  consent  that  a  list  of  such 
agencies  provided  for  the  Senate  Bank¬ 
ing  and  Currency  Committee  be  printed 
in  the  Record  at  this  point  in  my  re¬ 
marks. 

There  being  no  objection,  the  list  was 
ordered  to  be  printed  in  the  Record, 
as  follows: 

Collateral  held  by  banks  for  cooperatives. 
Collateral  held  by  Bureau  of  Reclamation 
on  project  and  system  loans. 

Collateral  held  by  Farm  Credit  Administra¬ 
tion  functions. 

Collateral  held  by  Farmers  Home  Admin¬ 
istration. 

Collateral  held  by  Federal  Crop  Insurance 
Corporation  (policies) . 

Collateral  held  by  Federal  intermediate 
credit  banks  (farm  loans) . 

Collateral  held  by  Federal  land  banks. 
Collateral  held  by  Rural  Electrification 
Administration. 

Collateral  held  by  Federal  Credit  Unions. 
Collateral  held  by  Federal  Deposit  Insur¬ 
ance  Corporation. 

Collateral  held  by  Federal  Savings  and 
Loan  Insurance  Corporation. 

Collateral  held  by  U.S.  Post  Office  Depart¬ 
ment. 

Collateral  held  by  ARA. 

Collateral  held  by  Civil  Aeronautics  Board. 
Collateral  held  by  Defense  Department 
(loan  guarantee  program) . 

Collateral  held  by  District  of  Columbia 
Fiscal  Service  (public  works  loans) . 

Collateral  held  by  General  Services  Admin¬ 
istration  (surplus  property  sales) . 

Collateral  held  by  Interstate  Commerce 
Commission  (railroad  loan  guarantee) . 

Collateral  held  by  Maritime  Administration 
(ship  loan  and  mortgage  insurance) . 

Collateral  held  by  Office  of  Defense  Lend¬ 
ing  (production  loans) . 

Collateral  held  by  Under  Secretary  for 
Transportation,  (aircraft  loans) . 

Collateral  held  by  Small  Business  Admin¬ 
istration. 


Collateral  held  by  Office  of  Education 
(Cuban  loans)  (loans  to  Institutions)  (non¬ 
profit  school  loans)  (student  loans) . 

Collateral  held  by  Bureau  of  Commercial 
Fisheries  (upgrade  loans)  (shipbuilding). 

Collateral  held  by  Public  Health  Service 
(Hill-Burton  loans) . 

Collateral  held  by  Housing — community 
facilities  (college  housing)  (elderly)  (public 
works)  (public  facility) . 

Collateral  held  by  Federal  Home  Loan 
Bank  System. 

Collateral  held  by  Federal  Housing  Ad¬ 
ministration  (insurance  program). 

Collateral  held  by  HHFA  (voluntary  home 
mortgage  credit)  (mass  transportation) 
(low-income  demonstrations). 

Collateral  held  by  Public  Housing  Admin¬ 
istration  (public  housing). 

Collateral  held  by  Urban  Renewal  Admin- 
.  istration  (urban  renewal) . 

Collateral  held  by  Bureau  of  Indian  Affairs. 
Collateral  held  by  Agency  for  International 
Development  (dollar  development)  (local 
currency  loans). 

Collateral  held  by  Export-Import  Bank. 
Collateral  held  by  Inter-American  Devel¬ 
opment  Bank. 

Collateral  held  by  International  Bank  for 
Reconstruction  and  Development. 

Collateral  held  by  international  develop¬ 
ment  program. 

Collateral  held  by  International  Finance 
Corporation. 

Collateral  held  by  International  Monetary 
Fund. 

Collateral  held  by  International  Affairs. 
Collateral  held  by  Office  of  Territories 
(Micronesian  trade  loans) . 

Collateral  held  by  Pan  American  Sanitary 
Bureau  (advance  purchases). 

Collateral  held  by  Office  of  Minerals  Ex¬ 
ploration. 

Collateral  held  by  Veterans’  Administra¬ 
tion  (home,  farm,  busines). 

Mr.  BENNETT.  Mr.  President,  it  has 
been  argued  that  this  type  of  financing 
is  replacing  Federal  funds  with  private 
funds.  Quoting  from  the  Budget  Bureau 
statement  accompanying  the  bill,  we 
find: 

The  basic  purpose  of  the  proposed  legis¬ 
lation,  as  indicated,  is  to  encourage  the  sub¬ 
stitution  of  private  for  public  credit  in  vari¬ 
ous  major  Federal  credit  programs. 

It  continues: 

Given  the  desirability  of  drawing  in  greater 
private  participation  in  the  Federal  credit 
programs,  the  sale  of  interests  in  pools  of 
assets  is  the  most  satisfactory  and  economical 
means  that  has  been  devised  to  meet  this 
end.  The  program  of  asset  sales  also  facil¬ 
itates  the  efficient  use  of  budgetary  funds. 

I  suppose  that  if  one  uses  the  assump¬ 
tions  that  he  desires,  one  could  come  to 
most  any  conclusion  to  support  his  own 
ends.  I  do  not  agree  that  this  measure 
will  in  any  way  increase  the  amount  of 
money  coming  from  private  sources. 

It  is  a  fact  that  any  money  now  used 
in  these  programs  totaling  more  than 
$33  billion  originally  came  from  the  pri¬ 
vate  money  market  either  in  the  form 
of  taxes  or  in  the  form  of  debt  securi¬ 
ties  purchased  from  the  Federal  Govern¬ 
ment  by  private  indidivduals,  business 
corporations,  and  financial  institutions. 
These  are  the  same  individuals,  busi¬ 
nesses,  and  financial  institutions  which 
will  purchase  the  participations  which 
the  Federal  Government  now  desires  to 
sell  in  order  to  avoid  showing  the  $33  bil¬ 
lion  as  part  of  the  Federal  debt. 

In  addition  to  the  other  reasons  for  op- 
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posing  the  sale  of  participations,  it  is  a 
much  more  expensive  method  of  finan¬ 
cing.  The  Treasury  can  borrow  funds 
at  a  rate  lower  than  these  participation 
certificates  demand  on  the  market. 

It  has  been  estimated  that  the  addi¬ 
tional  cost  of  the  proposed  sales  of  par¬ 
ticipations  for  the  fiscal  years  1966  and 
1967  would  amount  to  more  than  $380 
million.  This  is  the  premium  that  the 
administration  is  willing  to  pay  to  avoid 
showing  $8  billion  as  an  increase  in  Fed¬ 
eral  expenditures  or  as  part  of  the  Fed¬ 
eral  debt. 

According  to  the  Budget  Bureau,  there 
are  over  $33  billion  worth  of  loans  out¬ 
standing,  and  this  bill  would  allow  not 
only  the  sale  of  participations  in  the  pro¬ 
grams  listed  in  the  message  presented  in 
January  which  totaled  $3.3  billion  in 
1966  and  $4.7  billion  in  1967,  but  it  would 
open  the  way  for  the  sale  of  the  whole 
$33  billion  of  Federal  assets.  Based  on 
the  SBA  figures  submitted,  sale  of  par¬ 
ticipations  on  this  whole  amount  could 
result  in  an  additional  cost  of  between 
$1.5  and  $2  billion  to  the  Federal  Gov¬ 
ernment. 

Quoting  from  the  Treasury  Depart¬ 
ment  statement  accompanying  the  bill: 

Participation  certificates  carry  somewhat 
higher  rates  than  Treasury  obligations  of 
comparable  maturity.  But  this  is  a  small 
price  for  the  advantage  of  attracting  private 
investors  to  Federal  credit  programs,  and 
avoiding  the  large  budgetary  drain  that 
would  result  if  means  were  not  developed  to 
move  Federal  financial  assets  back  into  the 
private  sector. 

What  is  wrong  with  showing  Federal 
programs  and  expenditures  as  a  budget¬ 
ary  drain?  This  is  exactly  what  they 
should  be  shown  as. 

This  is  the  whole  nub  of  this  proposal. 
The  administration  desires  to  avoid  the 
showing  of  these  Federal  loan  programs 
as  part  of  the  Federal  budget.  It  is  a 
budgetary  measure  to  avoid  indicating  to 
the  general  public  the  increase  in  public 
programs  and  increase  in  Federal  debt. 

It  seems  to  me  that  it  is  much  to  be 
preferred  that  the  Federal  Government 
take  the  responsibility  for  its  actions. 
If  the  lending  programs  are  supported  by 
the  citizenry  of  this  Nation,  they  should 
be  willing  to  fund  them  through  the  ordi¬ 
nary  Treasury  channels  of  either  tax 
increases  or  Federal  borrowing.  If  it  is 
necessary  to  use  subterfuge  to  increase 
Federal  spending,  I  think  it  is  about  time 
that  Members  of  Congress  take  it  upon 
themselves  to  be  sure  that  their  con¬ 
stituency  at  least  know  what  the  total 
cost  of  Federal  programs  is. 


HIDE  EXPORT  CONTROLS  UNFAIR 
T^THE  AMERICAN  FARMER 

Mr.  HhUSKA.  Mr.  President,  early 
last  montlvthe  Secretary  of  Commerce 
invoked  the  dr&rtic  provisions  of  the  Ex¬ 
port  Control  Act'ior  the  purpose  of  im¬ 
posing  strict  limitations  on  the  export 
of  hides  to  foreign  markets. 

The  action  was  takenSmrriedly,  with¬ 
out  an  opportunity  for  the'fcill  consulta¬ 
tion  that  might  ordinarily  Bia  expected 
before  such  an  important  action.  No 
public  hearings  were  held  priorbo  the 
issuance  of  those  orders.  Now,  toHfis 


►  * « t’ 


/n 

fM 


/  * 

?•  %.<■  f.  C  ?-•• 

(J 


)f  INTEREST  TO  THE  DEPARTMENT  OF  AGRICULTURE 


JITED  STATES  DEPARTMENT  OF  AGRICULTURE 
INGTON,  D.C.  20250 

ffKial  BUSINESS 


POSTAGE  AND  FEES  PAID 
U.S.  DEPARTMENT  OF  AGRICULTURE 


FFICE  OF  BUDGET  AND  FIN 
OR  INFORMATION  ONLY; 

YT  TO  BE  QUOTED  OR  CITED) 


CE 


Issued  April  Z2,  1966 
For  actions  of  April/ 21,  1966 

89tvtv-2nd;  No.  67 


CONTENTS 


ricultural 


8,14 

Cotton . 

/Milk . 

Fafcm  prices . 

. 

Participation 

Foockfor  freedom. 

sales. . . 

-2,19,21 

Food  for  India. . . 

...../  20 

Poverty . 

Food  prices . 

Pork  purchases... 

Foreign  aid . 

Research . 

-I  o 

4-H  Clubs.\ . 

Rural  areas. . 

. .23 

Legislative  pro&4: 

:am . 13 

Ryukyu  Islands... 

...7 

Libraries. . . .  ^)/. . 

School  milk . 

. .  .6 

Loan  pools. ./. 

■•••2,9,21 

Textiles . 

Beef 


Cattle 


HIGHLIGHTS :  ■  Several  members  discussed  farm  prices.  Senate  made  community  develop¬ 
ment  districts  bill  its  unfinished  business.  Ho&se  committee  voted  to  report  sales 
participation  bill  (p.  D336) ;  Reps/  Stephens  and  Albert  commended  it.  Rep.  Albert 
announced  House  will  consider  agricultural  appropriation  bill  Tues.  Rep.  Nelson 
criticized  alleged  cutback  in  Defense  food  purchases. \  Rep.  Gathings  stated  foreign 
countries  producing  cotton  st^enxld  concentrate  on  food  production. 


SENATE 


1.  FARM  PRICES.  /Sen.  Talmadge  questioned  whether  current  farm  pricey  are  irfla 
tionary.  tfp.  8304-5 

Sen.  Mansfield  inserted  Secretary  Freeman’s  recent  statement  on  \am  prices, 
pp.  831^7 

Sen/  Mundt  criticized  the  Administration  and  Secretary  Freeman  for  Concern 
over/higher  farm  prices  from  the  standpoint  of  inflation,  and  Sen.  Bayh  cMs- 
cu/sed  accomplishments  of  the  Administration  and  defended  its  record.  pp^ 
>17-25 


Sen.  Pearson  said  beef  is  a  bargain  and  inserted  an  article,  "Ridiculous 
Concepts  Shackle  Meat  Industry."  p.  8309 _ 


/ 


2.  LOANS.  Received  from  the  President  a  proposed  bill  to  promote  private  financing 
of  credit  needs  and  to  provide  for  an  efficient  and  orderly  method  of  liqui¬ 
dating  financial  assets  held  by  Federal  credit  agencies;  to  Banking  and  Curren¬ 
cy  Committee,  p.  8260 


( 


3.  SCHOOL  MILK.  Sen.X  Proxmire  said  the  school  milk  cutback  could  damage  the  anti¬ 
poverty  programs,  p.  8293 

4.  CATTLE-HIDE  EXPORTS.  Sen.  Carlson  inserted  an  article  critical/of  control  over 
cattle-hide  exports,  n.  8293 

5.  POVERTY.  Sen.  Nelson  inserted  an  article,  "The  Plight  of  £ tie  Rural  Poor."  pp. 
8295-7 

Sen.  Muskie  commended  and,  inserted  former  N.  C.  Gov  ./Sanford' s  statement, 
"Poverty's  Challenge  to  State'n."  pp.  8305-8 

6.  CONSUMERS.  Sen.  Williams,  N.  J.\  announced  the  Con/imer  Assembly  of  1966  and 
asked  additional  protection  of  consumers,  pp.  8308-9 

7.  COMMUNITY  DEVELOPMENT  DISTRICTS  Hill\  S.  2934,  yas  printed  in  the  Record  and 
made  the  unfinished  business,  to  be  debated  ty6n.  pp.  8259-60,  8310 

8.  ADJOURNED  until  Mon.,  Apr.  25.  p.  8325 

HOUSE 

9.  LOANS.  The  Banking  and  Currency  Committee  voted  to  report  (but  did  not  actually 

report)  H.  R.  14544,  amended,  the  proposed  Sales  Participation  Act  of  1966, 
and  S,  2499,  amended,  to  amend  the  Small  Business  Act  to  authorize  issuance 
and  sale  of  participation  interests  based  on  certain  loan  pools  held  by  the 
Small  Business  Administration,  p.  D336 

Reps.  Stephens  and  Albert  commended  the  sales  participation  bill.  pp.  8328-( 
9,  8367-9 

10.  FOREIGN  AID.  Rep.  Nelsen  /inserted  his  letter  to  the  President  urging  a  reversal 

of  the  Government's  decision  "to  send  money  through  a  United  Nations  agency  to 
train  Cuban  Communist/in  military-related  subjects"  in  viW  of  the  proposed 
cutback  in  the  school"  milk,  school  lunch,  and  agricultural  research  and  conser¬ 
vation  programs,  p/.  8336-8 

11.  FARM  PRICES.  Rep/  Findley  criticized  Sec'y  Freeman  for  expressing  "pleasure" 

over  a  "drop  ir/farm  market  prices,"  and  stated  that  this  Department  and  the 
administration  are  trying  "to  pin  the  blame  for  inflation  on  agriculture." 
pp.  8332-33  y 

Rep.  Nelsen  accused  this  Department  of  "activities  designed  to  depress  the 
price  of  farm  commodities"  and  inserted  an  article  explaining  the  "rolK  played 
by  the  Department  of  Agriculture"  in  the  recent  order  of  the  Defense  Dept,  to 

reduce/the  purchases  of  prime  pork  products  for  the  armed  services,  pp.  8338- 
9 

12.  LIBRARIES.  Rep.  Dorn  inserted  an  article  announcing  National  Library  Week,  Ap) 
1?-23,  and  praising  all  of  our  fine  libraries,  p.  8371 
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_ne  amendments  were  agreed  to. 

THS  bill  was  ordered  to  be  engrossed 
for  a  third  reading,  was  read  the  third 
time,  anti  passed. 

Mr.  MANSFIELD.  Mr.  President,  I 
ask  unanimous  consent  to  have  printed 
in  the  Record  an  excerpt  from  the  report 
explaining  thespurposes  of  the  bill. 

There  being  ho  objection,  the  excerpt 
was  ordered  to  besprinted  in  the  Record, 
as  follows: 

PURPOSE  ohyTHE  BILL 

The  purpose  of  the  bi)h  as  amended,  is  to 
facilitate  the  entry  into \he  United  States 
in  an  immediate  relative  status  of  an  orphan 
to  be  adopted  by  citizens  >of  the  United 
States,  notwithstanding  the  vact  that  the 
prospective  adoptive  parents  have  previously 
had  the  maximum  number  of  potions  ap¬ 
proved.  The  bill  has  been  amended  to  con¬ 
form  the  language  to  the  new  provisions  of 
the  Immigration  and  Nationality  ActSy 


and  personal  effects  which  were  destroyed  by 
fire  while  stored  at  the  Guardian  Van  & 
Storage  Co.,  San  Diego,  Calif.,  following  the 
expiration  of  his  authorized  period  of  tem¬ 
porary  storage  at  Government  expense. 

Mr.  MANSFIELD.  Mr.  President,  that 
concludes  the  call  of  the  calendar. 


EUGENE  SIDNEY  MARKOVITZ 

The  Senate  proceeded  to  consider  the'' 
bill  (S.  2163)  for  the  relief  of  Seaman 
Eugene  Sidney  Markovitz,  U.S.  Navy, 
which  had  been  reported  from  the  Com¬ 
mittee  on  the  Judiciary  with  an  amend¬ 
ment  on  page  1,  line  6,  after  the 
word  “of”,  to  strike  out  “$4,452.13”  and 
insert  “$3,067.63”;  so  as  to  make  the  bill 
read: 

Be  it  enacted  by  the  Senate  and  House  of 
Representatives  of  the  United  States  of 
America  in  Congress  assembled.  That  the 
Secretary  of  the  Treasury  is  authorized  and 
directed  to  pay,  out  of  any  money  in  the 
Treasury  not  otherwise  appropriated,  to  Sea¬ 
man  Eugene  Sidney  Markovitz  the  sum  of 
$3,067.63  representing  compensation  for  the 
loss  of  his  household  goods  and  personal 
effects  which  were  destroyed  by  fire  whUe 
stored  at  the  Guardian  Van  and  Storage  Com¬ 
pany,  San  Diego,  California,  following  the 
expiration  of  his  authorized  period  of  tem¬ 
porary  storage  at  Government  expense,  but 
during  a  period  the  said  Seaman  Eugene 
Sidney  Markovitz  was  entitled  to  additional 
storage  at-  Government  expense,  although  he 
was  unable  to  make  arrangements  for  such 
storage  because  of  frequent  movements  in 
connection  with  his  military  service:  Pro¬ 
vided,  That  no  part  of  the  amount  appro¬ 
priated  in  this  Act  in  excess  of  10  per  centum 
thereof  shall  be  paid  or  delivered  to  or  re¬ 
ceived  by  any  agent  or  attorney  on  account 
of  services  rendered  in  connection  with  this 
claim,  and  the  same  shall  be  unlawful,  ai 
contract  to  the  contrary  notwithstanding. 
Any  person  violating  the  provisions  of /this 
Act  shall  be  deemed  guilty  of  a  misdemeanor 
and  upon  conviction  thereof  shall  be  fined 
in  any  sum  not  exceeding  $1,000. 

The  amendment  was  agreed' to. 

The  bill  was  ordered  to  be  engrossed 
for  a  third  reading,  was  pead  the  third 
time,  and  passed. 

Mr.  MANSFIELD.  Mr.  President,  I 
ask  unanimous  conseHx  to  have  printed 
in  the  Record  an  except  from  the  report 
(No.  1132),  explaining  the  purposes  of 
the  bill. 

There  being  objection,  the  excerpt 
was  ordered  tj/be  printed  in  the  Record, 
as  follows 

PURPOSE 

The  pun^ose  of  the  bill,  as  amended,  is  to 
direct  ajnf  authorize  the  Secretary  of  the 
Treasury  to  pay,  out  of  any  money  in  the 
Treasmy  not  otherwise  appropriated,  to 
An  Eugene  Sidney  Markovitz,  U.S.  Navy, 
sum  of  $3,067.63,  representing  compen- 
(ftion  for  the  loss  of  his  household  goods 


COMMUNITY  DEVELOPMENT  DIS¬ 
TRICT  ACT  OF  1966 

Mr.  MANSFIELD.  Mr.  President,  I 
ask  unanimous  consent  that  the  Senate 
proceed  to  the  consideration  of  S.  2934, 
and  that  it  be  laid  before  the  Senate  and 
made  the  pending  business. 

The  ACTING  PRESIDENT  pro  tem¬ 
pore.  The  bill  will  be  stated  by  title  for 
the  information  of  the  Senate. 

The  Legisative  Clerk.  A  bill  (S.  2934) 
to  provide  needed  additional  means  for 
the  residents  of  rural  America  to  achieve 
euality  of  opportunity  by  authorizing  the 
making  of  grants  for  comprehensive 
planning  for  public  services  and  devel- 
ipment  in  community  development  dis- 
dets  designated  by  the  Secretary  of 
Agriculture. 

le  ACTING  PRESIDENT  pro  te: 
pore \  Is  there  objection  to  the  preset 
consideration  of  the  bill? 

ThereNbeing  no  objection,  the  Senate 
proceedecnto  consider  the  bill,  which  had 
been  reported  from  the  Committees  on 
Agriculture  and  Forestry  witham  amend¬ 
ment  to  strikexjut  all  after  J<ne  enacting 
clause  and  inse 

That  this  Act  mayNbe  clted/Cs  the  “Commu¬ 
nity  Development  DisCrict/ftut  of  1966”. 

Sec.  2.  It  is  the  purpose  of  this  Act  (1)  to 
provide  the  means  for/snore  equitable  par¬ 
ticipation  by  rural  residents  bn  coordinated 
planning  activities  and  decisions;  (2)  to  in¬ 
crease  efficiency  iiyxhe  use  ol  resources;  (3) 
to  provide  full  representation  iff  smaller  gov¬ 
ernmental  units  in  the  planning  activities 
and  decisions  jwhich  affect  their  residents,  so 
that  existing'  and  future  programs  can  be 
made  more'  effective  in  providing  \n  rural 
America  equality  of  opportunity;  (4)>to  im¬ 
prove  th4  relationships  between  and  theywel- 
fare  oy  both  urban  and  rural  people;  \nd 
(5)  t6  facilitate  the  cooperation  among  all 
Federal,  State,  and  local  agencies  in  estab' 
lianing  community  development  districts  to 
fetter  coordinate  the  planning  of  programs 
'to  improve  rural  life. 

Sec.  3.  The  Secretary  of  Agriculture,  after 
consulting  with  the  Secretary  of  Housing  and 
Urban  Development,  may  approve  as  a  com¬ 
munity  development  district  (hereafter 
called  “district”)  for  the  purpose  of  this  Act 
any  area  that  has  been  so  designated  by  the 
State  agency  specified  by  the  Governor  or 
legislature  of  the  State,  or  in  the  absence  of 
such  designation  any  other  area:  Provided, 
That  no  district  shall  be  approved  under  this 
section  unless  (1)  local  units  of  government 
participating  in  such  district  have  requested 
the  Secretary  of  Agriculture  to  approve  the 
area  as  a  community  development  district; 
(2)  the  State  agency  having  supervisory  re¬ 
sponsibility  under  State  law  has  received 
forty-five  days  notice  of  the  intention  to 
approve  such  district,  and  has  not  disfavored 
such  approval;  (3)  except  in  the  case  of  a 
district  designated  by  the  State  agency  spec¬ 
ified  by  the  Governor  or  legislature  of  the 
State  or  in  the  case  of  a  district  in  existence 
on  the  date  of  enactment  of  this  Act,  the 
district  does  not  include  any  area  of  any 
county  unless  the  entire  area  of  the  county 
is  included.  Such  district  shall  encompass 
as  nearly  as  feasible  the  area  which  includes 
at  least  one  service  center  and  the  surround¬ 
ing  territory  within  convenient  commuting 


distance  thereof,  and  any  additional  territory , 
from  which  the  residents  beyond  convenient 
commuting  distance  depend  on  such  center 
as  their  central  source  of  goods  and  sendees. 
“Convenient  commuting  distance”  means  the 
distance  and  direction  within  which  resi¬ 
dents  carry  on  their  day-to-day  comfnercial, 
vocational,  public  service,  social,  an4  cultural 
pursuits. 

Sec.  4.  (a)  In  order  to  qualify  for  ap¬ 
proval  by  the  Secretary  of  Agriculture,  a 
community  development  y&istrict  board 
(hereafter  called  "board” l/shall  have  been 
organized  in  the  district  and  empowered 
to  establish  and  direct  a  community  de¬ 
velopment  district  planning  agency  (here¬ 
after  called  “planning  agency”) .  Members 
of  the  board  shall  j/e  elected  by  the  govern¬ 
ing  bodies  of  the/partiepating  governments, 
and  shall  be  responsible  to  the  respective 
governing  bodjSs  by  which  they  are  elected. 
Representation  on  the  board  shall  be  so 
established /hat  all  citizens  residing  within 
the  district  can  be  represented  on  the  board 
through, -''action  of  a  government  in  which 
jurisdiction  they  reside. 

(b)/“Participating”  governments  as  used 
in  this  Act  means  those  counties  and  mu¬ 
nicipalities  which  have  authorized  by  official 
lotion  of  their  governing  bodies  representa¬ 
tion  on  the  board  and  participation  in  the 
functions  of  the  board.  If  such  participat¬ 
ing  governments  see  fit  to  include  in  the 
charter  or  bylaws  of  the  district  provision  for 
participation  by  additional  public  bodies, 
such  additional  public  bodies  shall  be  par¬ 
ticipating  governments  for  all  purposes  of 
this  Act  after  their  governing  bodies  have 
by  official  action  authorized  representation 
on  the  board  and  participation  in  the  func¬ 
tion  of  the  board. 

Sec.  5.  Section  701  of  the  Housing  Act  of 
1954,  as  amended,  is  amended  by  adding 
thereto  the  following: 

“(h)  Notwithstanding  any  other  provi¬ 
sions  of  this  section,  grants  may  be  made  by 
the  Secretary  of  Housing  and  Urban  Develop¬ 
ment  with  the  concurrence  of  the  State  with¬ 
in  which  the  district  is  located  to  the  plan¬ 
ning  agency  of  any  community  development 
district  when  such  grants  are  approved  by 
the  Secretary  of  Agriculture  under  the  Com¬ 
munity  Development  District  Act  of  1966  for 
comprehensive  planning  as  defined  in  this 
section,  but  including  planning  for  all  needs 
of  the  district  in  accordance  with  said  Com¬ 
munity  Development  District  Act.  Such 
grants  shall  be  in  the  amounts  certified  by 
the  Secretary  of  Agriculture,  as  follows: 

“(1)  not  to  exceed  75  per  centum  of  the 
:ost  of  salaries  and  expenses  of  the  pro¬ 
fessional  staff  required  for  community  de- 
vefqpement  district  program  development 
planning,  and  for  other  planning  of  public 
services  and  other  functions  of  the  partici¬ 
pating  governments  for  which  Federal  plan¬ 
ning  grants  are  not  otherwise  available;  but 
in  no  event  shall  any  grant  under  this  para¬ 
graph  be  based  on  costs  serving  as  a  basis 
for  any  othe\  Federal  planning  grant. 

“(2)  planning  incentive  grants  in  an 
amount  not  to  exceed  10  per  centum  of  the 
amount  of  other  Federal  grants  for  planning 
purposes  extended 'within  the  district. 

“Grants  provided  under  this  subsection  to 
the  planning  agency  naay  be  paid  in  whole 
or  in  part  to  participating  governments  or 
to  States  for  the  use  of\the  State  or,  the 
planning  agency  or  both  where  this  will  fa¬ 
cilitate  the  planning  for  the  district. 

“For  purposes  of  this  subsoetion  compre¬ 
hensive  planning  may  also  include  the  un¬ 
dertaking  of  coordinated  planning  for  pub¬ 
lic  services  and  for  all  other  loca^  govern¬ 
mental  functions.” 

Sec.  6.  The  Administrator  of  any  federal 
assistance  program  having  a  requiremeSt  for 
planning  as  a  condition  of  loan  or  grant 
sistance  shall,  before  approval  of  such 
sistance,  give  consideration  to  the  plans  fbi1 
the  applicable  district. 
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Sec.  7.  The  Secretary  of  Agriculture  shall 
require,  as  a  condition  of  extending  planning 
assistance,  that  the  Board  agree  to  give  con¬ 
sideration  to  all  other  plans  prepared  under 
other  federally  assisted  programs  affecting 
the  district. 

Sec.  8.  Ajiy  agencies  of  the  United  States 
authorized  to  make  grants,  loans,  or  other 
assistance  shall  accord  due  and  appropriate 
consideration  to  requests  for  assistance  to 
carry  out  plans 'vpf  districts.  Upon  request 
of  a  board,  the  Secretary  of  Agriculture  may 
provide  technical  advice  to  applicants  for 
such  assistance  in  tiie  development  and  im¬ 
plementation  of  plankprovided  for  in  this 

Sec.  9.  (a)  The  Secretary  of  Agriculture 
is  authorized  to  delegate  Nto  the  heads  of 
other  departments  and  agencies  of  the  Fed¬ 
eral  Government  such  of  his  functions,  pow¬ 
ers,  and  duties  under  this  Ac\  as  he  may 
deem  appropriate,  and  to  authorize  the  re¬ 
delegation  of  such  functions,  powers,  and 
duties  by  the  heads  of  such  departments  and 
agencies.  . 

(b)  Departments  and  agencies  of  the\Fed- 
eral  Government  shall  exercise  their  pow¬ 
ers,  duties,  and  functions  in  such  manner 
as  will,  to  the  maximum  extent  permittee 
by  other  applicable  laws,  assist  in  carry¬ 
ing  out  the  objectives  of  this  Act. 

Sec.  10.  The  planning  staff  employed  by 
the  district  shall  prepare  or  revise  annually 
a  detailed  study  for  the  district  describing 
the  Federal  programs  of  aid  or  assistance 
in  economic  or  social  development  that  the 
district  is  eligible  for,  together  with  the  cri¬ 
teria,  standards,  or  other  conditions  that  the 
district  must  meet  to  avail  itself  of  such 
Federal  programs. 

Sec.  11.  There  are  hereby  authorized  to  be 
appropriated  such  sums  as  may  be  neces¬ 
sary  to  carry  out  the  provisions  of  this  Act. 

Mr.  MANSFIELD.  Mr.  President,  for 
the  information  of  the  Senate,  there  will 
be  no  action  taken  on  the  bill  today, 
but  it  will  be  the  pending  business  when 
the  Senate  reconvenes  on  Monday,  April 
25,  1966. 

ORDER  FOR  ADJOURNMENT  UNTIL 
MONDAY,  APRIL  25,  1966 

Mr.  MANSFIELD.  Mr.  President,  I 
ask  unanimous  consent  that  when  the 
Senate  completes  its  business  today,  it 
stand  in  adjournment  until  12  o’clock 
noon  on  Monday,  April  25, 1966. 

The  ACTING  PRESIDENT  pro  tern-, 
pore.  Without  objection,  it  is 
ordered. 


AUTHORIZATION  FOR  SECRETARY 
OF  THE  SENATE  TO  RECEIVE  MES¬ 
SAGES,  FOR  THE  VICE  PRESIDENT 
OR  PRESIDENT  PRO  TEMPORE  TO 
SIGN  BILLS,  AND  FOR  COMMIT¬ 
TEES  TO  FILE  REPORTS 

Mr.  MANSFIELD.  /Mr.  President,  I 
ask  unanimous  consent  that  during  the 
adjournment  of  thp  Senate,  from  today 
until  noon  on  Monday  next,  that  the 
Secretary  of  the/Senate  be  authorized  to 
receive  messages  from  the  President  of 
the  United  States  and  from  the  House 
of  Representatives,  and  that  the  Vice 
President/or  the  President  pro  tempore 
be  authorized  to  sign  duly  enrolled  bills, 
and  that  committees  of  the  Senate  be  au¬ 
thorized  to  file  reports. 

re  ACTING  PRESIDENT  pro  tem- 
Pj«’e.  Without  objection,  it  is  so  ordered. 


LIMITATION  ON  STATEMENTS  DUR¬ 
ING  THE  TRANSACTION  OF  ROU¬ 
TINE  MORNING  BUSINESS 

On  request  of  Mr.  Mansfield,  and 
by  unanimous  consent,  statements  dur¬ 
ing  the  transaction  of  routine  morning 
business  were  ordered  limited  to  3  min¬ 
utes. 


EXECUTIVE  COMMUNICATIONS, 
ETC. 

The  ACTING  PRESIDENT  pro  tem¬ 
pore  laid  before  the  Senate  the  following 
communication  and  letters,  which  were 

-referred  a.s  indicated- _ 

Participation  Sales  Act  of  1966 
A  communication  from  the  President  of 
the  United  States,  transmitting  a  draft  of 
proposed  legislation  to  promote  private 
financing  of  credit  needs  and  to  provide  for 
an  efficient  and  orderly  method  of  liquidat¬ 
ing  financial  assets  held  by  Federal  credit 
agencies,  and  for  other  purposes  (with  ac¬ 
companying  papers) ;  to  the  Committee  on 
Banking  and  Currency, 

^Report  on  Officers  Assigned  or  Detailed 
to  Permanent  Duty  at  the  Seat  of  Gov-/ 

ERNMENT 

A\letter  from  the  Secretary  of  the  Air 
Forcta  reporting,  pursuant  to  law,  that  of 
March\31,  1966,  there  was  an  aggregate  of 
2,231  officers  assigned  or  detailed  tq/perma- 
nent  dut\  in  the  executive  part  or  the  De¬ 
partment  of  the  Air  Force  at  the  seat  of 
Government\to  the  Committee  on  Armed 
Services. 

Report  on  D^ensf.  Procurement  From 
Small  and  Other  Btdhness  Firms 
A  letter  from  tnk  Assistant  Secretary  of 
Defense  (Installationkaind  Logistics) ,  trans¬ 
mitting,  pursuant  to  1/w,  a  report  on  defense 
procurement  from  sjftalKand  other  business 
firms,  for  the  pefiod  Ally  1966-February 
1966  (with  an  accompanying  report') ;  to  the 
Committee  on  Banking  andScurrency. 
Drafts  of  Proposed  Legislation  From  Sec¬ 
retary  of  the  Treasury 
A  letter  Brom  the  Secretary  ofihe  Treas¬ 
ury,  transmitting  two  drafts  of 'Proposed 
legislation,  as  follows: 

A  bm  to  establish  minimum  standa/Ss  for 
pass/nger  vessels  and  to  require  disclosure  of 
construction  details  on  passenger  vessels;  atod 
/a  bill  to  repeal  the  laws  authorizing  limr 
fation  of  shipowners’  liability  for  personal'’' 
injury  or  death,  to  require  evidence  of  ade¬ 
quate  financial  responsibility  to  pay  judg¬ 
ments  for  personal  injury  or  death,  or  to  re¬ 
pay  fares  in  the  event  of  nonperformance  of 
voyages,  and  for  other  purposes  (with  ac¬ 
companying  papers);  to  the  Committee  on 
Commerce. 

Reports  on  Foreign  Currencies  in  the 
Custody  of  the  United  States  and  Bal¬ 
ances  of  Foreign  Currencies  Acquired 
Without  Payment  of  Dollars 
A  letter  from  the  Secretary  of  the  Treasury, 
transmitting,  pursuant  to  law,  a  report  on 
foreign  currencies  in  the  custody  of  the 
United  States,  for  the  period  July  1,  1965, 
through  December  31,  1965,  and  a  semiannual 
consolidated  report  of  balances  of  foreign 
currencies  acquired  without  payment  of  dol¬ 
lars,  as  of  December  31,  1965  (with  accom¬ 
panying  reports);  to  the  Committee  on  For¬ 
eign  Relations. 

Report  of  the  Governor  of  Guam 
A  letter  from  the  Assistant  Secretary  of  the 
Interior,  transmitting,  pursuant  to  law,  a  re¬ 
port  of  the  Governor  of  Guam,  for  the  fiscal 
year  ended  June  30,  1965  (with  an  accom¬ 
panying  report);  to  the  Committee  on  In¬ 
terior  and  Insular  Affairs. 


Report  of  the  Director  of  the  Admintst 
tive  Office  of  the  U.S.  Courts 
A  letter  from  the  Director,  Administ 
Office  of  the  U.S.  Courts,  Washington 
transmitting,  pursuant  to  law,  his  re 
the  fiscal  year  1965  (with  an  accon 
report) ;  to  the  Committee  on  the/Judiciary. 
Report  of  Board  of  Actuaries  Of  the  Civil 
Service  Retirement  System 
A  letter  from  the  Chairuhm,  U.S.  Civil 
Service  Commission,  Washington,  D.C.,  trans¬ 
mitting,  pursuant  to  lawf  a  report  of  the 
Board  of  Actuaries  of  the'Uivtl  Service  Retire¬ 
ment  System,  for  the  fiscal  year  ended  June 
30,  1964  (with  an  ac/ompanying  report);  to 
the  Committee  or y  Post  Office  and  Civil 
Service. 


DESECRATION  OF  THE  FLAG— 
PETITION 

The  ACTING  PRESIDENT  pro  tem¬ 
pore  laid  before  the  Senate  the  petition 
of  Ahce  M.  Mahoney  and  Joseph  Ma¬ 
honey,  of  Yonkers,  N.Y.,  praying  for  the 
enactment  of  Senate  bill  3207,  to  prohibit 
le  desecration  of  the  flag  of  the  United 
States,  which  was  referred  to  the  Com¬ 
mittee  on  the  Judiciary. 


REPORTS  OF  COMMITTEES 

The  following  reports  of  committees 
were  submitted: 

By  Mr.  SYMINGTON,  from  the  Com- 
tee  on  Armed  Services,  without  amendment: 

H.R.  13369.  An  act  to  authorize  the  disposal 
of  molybdenum  from  the  national  stockpile 
(Rept.  No.  1133). 

By  Mr.  JACKSON,  from  the  Committee  on 
Armed  Services,  with  amendments: 

S.  2421.  A  bill  to  make  retrocession  to  the 
State  of  Washington  of  jurisdiction  over 
lands  comprising  the  Fort  Canby-Cape  Dis¬ 
appointment  area  near  the  mouth  of  the 
Columbia  River  (Rept.  No.  1134). 


INCREASE  IN  ANNUITIES  PAYABLE 
FROM  DISTRICT  OF  COLUMBIA 
TEACHERS’  RETIREMENT  AND  AN¬ 
NUITY  FUND— REPORT  OF  A  COM¬ 
MITTEE — ADDITIONAL  VIEWS  (S. 
REPT.  NO.  1135) 

Mr.  BIBLE.  Mr.  President,  from  the 
^Committee  on  the  District  of  Columbia, 
^report  favorably,  with  amendments,  the 
bnL— H.R.  11439 — to  provide  for  an  in¬ 
crease  in  the  annuities  payable  from  the 
District  of  Columbia  teachers’  retirement 
and  annuity  fund,  to  revise  the  method 
of  determining  the  cost-of-living  in¬ 
creases  iitasuch  annuities,  and  for  other 
purposes,  anfl  I  submit  a  report  thereon. 
I  ask  unanimous  consent  that  the  report 
be  printed  together  with  the  additional 
views  of  the  Seirator  from  Vermont  [Mr. 
Prouty]  and  the  Senator  from  Colorado 
[Mr.  Dominick!. 

The  ACTING  PRESIDENT  pro  tem¬ 
pore.  The  report  vilKbe  received,  and 
the  bill  will  be  placed  on  the  calendar; 
and,  without  objection,  rhe  report  will 
be  printed,  as  requested  b\the  Senator 
from  Nevada  [Mr.  Bible]. 


BILLS  AND  JOINT  RESOLI 
INTRODUCED 


ION 


Bills  and  a  joint  resolution  were' 
troduced,  read  the  first  time,  and, 
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APPROPRIATIONS— EXECUTIVE  OFFICE 

Committee  on  Appropriations :  Subcommittee  con- 
cludedSts  hearings  on  H.R.  14266,  fiscal  1967  appropria¬ 
tions  forfche  Treasury  and  Post  Office  Departments,  and 
the  Executive  Office,  with  testimony  from  Charles  L. 
Schultze,  Di\ctor,  Bureau  of  the  Budget,  on  funds  for 
his  Bureau  anX/her  Executive  Office  items;  Gardner 
Ackley,  Chairman,  Council  of  Economic  Advisers; 
Bromley  Smith,  Executive  Secretary,  National  Security 
Council;  Norman  OAlietjens,  Chief  Judge,  Tax  Court 
of  the  U.S.;  Norman  Beckman,  Advisory  Commission 
on  Intergovernmental  Relations;  and, several  public  wit¬ 
nesses  on  various  items  in  th&hill. 


Committee  on  Armed  Services:  Committee,  in  execu¬ 
tive  session,  ordered  favorably  reported  with  amend¬ 
ment  S.  2950,  fiscal  1967  authorizations  for  military 
procurement.  \ 

Committee  also  approved  H.R.  i3369\authorizing 
disposal  of  molybdenum  from  the  nationai\stockpile; 
S.  2421,  relinquishing  to  the  State  of  Washington  juris¬ 
diction  over  the  Fort  Canby-Cape  Disappointment  area ; 
and  2,969  nominations  in  the  Army,  Navy,  Air  FWce, 
and -Marine  Corps.  \ 


Committee  on  Armed  Services :  Military  Construction 
Subcommittee  continued  its  hearings,  in  both  open  and 
executive  sessions,  on  S.  3105,  fiscal  1967  authorizations^ 
for  military  construction,  with  further  testimony  on  con¬ 
struction  items  for  their  department  from  Maj.  C?en. 
R.  H.  Curtin,  Director  of  Civil  Engineering,  an/  Col, 
James  W.  Fenlon,  Civil  Engineering  Programs  Envision, 
both  of  the  Air  Force.  Subcommittee  also  received  tes¬ 
timony  from  Senator  Kennedy,  of  Massachusetts,  re¬ 
garding  the  closing  of  the  Springfield  Armory. 

Hearings  continue  on  Tuesday,  April  26. 


Committee  on  Banking  and  Currency:  Subcommittee 
on  Housing  continued  its  hearings  on  pending  legisla¬ 
tion  dealing  with  housing  ami  mass  transportation  mat¬ 
ters,  including  S.  2842,  3977,  and  2978,  having  as  its 
witnesses  Neil  S.  Blaisdell,  mayor  of  Honolulu,  and 
president  of  the  U.SyConference  of  Mayors;  C.  David 
Loeks,  American  Institute  of  Planners;  James  H.  J. 
Tate,  mayor  of  Philadelphia,  representing  the  National 
League  of  Ci ties;  William  Levitt,  a  builder  of  New 
York  City;  Dr.  David  W.  Mullins,  who  represented  the 
National  Association  of  State  Universities  and  Land 
Grant  Colleges,  and  several  other  educational  associa¬ 
tions;  and  John  H.  Haas,  General  Improvement  Con¬ 
tract's  Association. 

Hearings  continue  tomorrow. 


OCEAN  CRUISE  SHIPS 

Committee  on  Commerce:  Subcommittee  on  Merchant/ 
Marine  and  Fisheries  continued  hearings  on  pending 
bills  requiring  evidence  of  financial  security  and  stricter 
regulation  of  ocean  cruises  (S.  1351,  2417,  ancj/H.R. 
10327),  having  as  its  witnesses  Rear  Adm.  Johr/Harllee, 
U.S.  Navy  (ret.),  Chairman,  Federal  Mari/me  Com¬ 
mission;  Alvin  Shapiro,  American  Merchant  Marine 
Institute;  Carl  C.  Davis,  General  Counsel,  Maritime 
Administration;  and  Andrew  Watsonyassistant  general 
manager,  Chamber  of  Shipping  of  the  United  Kingdom. 
Hearings  continue  on  Friday,  April  29. 

FOREIGN  AFFAIRS  PERSONNEL  SYSTEM 

Committee  on  Foreign  Rela/ions:  Special  subcommittee 
continued  its  hearings  oiyH.R.  6277,  authorizing  estab¬ 
lishment  of  a  unified  foreign  affairs  personnel  system 
for  the  Department  or  State,  AID,  and  USIA,  and  on 
nominations  of  USJA  officers  named  for  appointment  as 
Foreign  Service/ officers  receiving  testimony  from 
Thomas  G.  W/ters,  G.  Warren  Morgan,  and  Bernard 
Wiesman,  al/of  the  American  Federation  of  Govern¬ 
ment  Employees;  John  A.  McCart,  Government 
Employ/s’  Council,  AFL-CIO;  Joseph  E.  Johnson,  Car¬ 
negie  Endowment  for  International  Peace;  Francis  W. 
Sto\yr,  Veterans  of  Foreign  Wars;  and  John  S.  Mears, 
th/ American  Legion. 

V  Hearings  were  recessed  subject  to  call  of  the  Chair. 
ANTITRUST 

Committee  on  the  Judiciary :  The  Antitrust  and  Monop¬ 
oly  Subcommittee  continued  its  hearings  in  connection 
with  its  sfudy  of  international  aspects  of  antitrust,  hav¬ 
ing  as  its  witnesses  Anthony  M.  Solomon,  Assistant 
Secretary  of  Srate  for  Economic  Affairs;  Frances  L.  Hall, 
International  Trade  Analysis  Division,  Department  of 
Commerce;  and  Roy  Blough,  graduate  school  of  busi¬ 
ness,  Columbia  University.  The  witnesses  addressed 
their  remarks  to  the  topic  of  “Evolving  International 
Economic  Relationships^ 

Hearings  continue  on  Tuesday,  April  26. 

MINE  SAFETY  \ 

Co?nmittee  on  Labor  and  Public^W  elf  arc:  Subcommit¬ 
tee  on  Labor,  in  executive  sessions  approved  for  full 
committee  consideration  with  amendments  H.R.  8989, 
to  promote  health  and  safety  in  metal  and  nonmetallic 
mineral  industries.  \ 

FEDERAL  EMPLOYEES’  PAY  \ 

Committee  on  Post  Office  and  Civil  Service:  Committee 
continued  its  hearings  on  H.R.  14122,  providing  salary 
increases  for  Federal  employees,  having  as  its  witness 
Richard  J.  Murphy,  Assistant  Postmaster  General.  \ 
Hearings  continue  tomorrow. 


MILITARY  PROCUREMENT 


MILITARY  CONSTRUCTION 


HOUSING 
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Chamber  Action 

Bills  Introduced:  17  public  bills,  H.R.  14576-14592;  3 
private  bills*,  H.R.  14593-145955  and  9  resolutions,  H.J. 
Res.  1081-1085,  H.  Con.  Res.  629  and  630,  and  H.  Res. 
823  and  824,  were  introduced.  Pages  8374-8375 

Legislative  Program:  The  legislative  program  for  the 
week  of  April  25-36,.  was  announced  by  the  majority 
leader.  Agreed  to  Hohse  adjournment  from  Thursday 
to  Monday.  Pages  8329-8330 

Calendar  Wednesday:  Ag'teed  to  dispense  with  Calen¬ 
dar  Wednesday  business  of  April  27.  Pages  8330 

Program  for  Monday:  Adjourned  at  12:36  p.m.  until 
Monday,  April  25,  1966,  at  12  o’clock  noon  when  the 
House  will  consider  H.R.  12617,  amending  the  act  pro¬ 
viding  for  economic  and  social  development  in  the 
Ryukyu  Islands  ( 1  hour  of  debate) . 

Committee  Meetings 

PROCUREMENT  AUTHORIZATION 

Committee  on  Armed  Services:  Met  in  executive  session 
and  continued  on  H.R.  13456,  to  authorize  appropris 
tions  during  the  fiscal  year  1967  for  procurement  of  air¬ 
craft,  missiles,  naval  vessels,  and  tracked  combat  vehicles, 
and  research,  development,  test,  and  evaluation  for  the 
Armed  Forces,  and  to  maintain  parity  between  military 
and  civilian  pay.  Testimony  was  heard  from  Stanley 
Resor,  Secretary  of  the  Army;  Gen.  Creighton 
Abrams,  Jr.,  Acting  Chief  of  Staff,  Army;  Maj.  Gfen. 
F.  J.  Chesarek,  Assistant  Deputy  Chief  of  Stan  for 
Logistics,  Department  of  the  Army;  and  M/j.  Gen. 
John  A.  Goshorn,  Director  of  Procurement/  Office  of 
the  Assistant  Secretary  of  the  Army. 


PARTICIPATION  SALES  ACT 

Committee  on  Banking  and  Currency :  Met  in  execu¬ 
tive  session  and  ordered  reported  favorably  to  the  House 
the  following  bills: 

H.R.  14544  (amended),  the  Participation  Sales  Act  of 
1966;  and 

S.  2499  (amended),  to  authorize  the  issuance  and  sale 
of  participation  interests  based  on  loan  pools  held  by  the 
Small  Business  Administration,  and  the  setting  aside  of 
a  portion  or  all  of  the  loans  held  by  the  Small  Business 
Administration  in  a  trust  guaranteeing  the  payment 
thereof. 

Prior  to  the  executive  session  the  committee  met  in 
open  session  on  H.R.  14544,  title  above,  and  heard  testi¬ 
mony  from  Joseph  W.  Barr,  Under  Secretary  of  the 
1  reasury ;  and  Charles  L.  Schultze,  Director,  Bureau 
of  the  Budget. 


LIBRARY  SERVICES  AND  CONSTRUCTION 

Committee  on  Education  and  Labor:  Select  Subcom¬ 
mittee  on  Education  continued  hearings  on  Ljorary 
Services  and  Construction  Act  amendments./  Testi¬ 
mony  was  heard  from  Representative  Peppei/and  pub¬ 
lic  witnesses. 

FOREIGN  ASSISTANCE  ACT 

Committee  on  Foreign  Affairs:  Mel/in  executive  ses¬ 
sion  and  continued  consideration/of  H.R.  12449,  to 
amend  further  the  Foreign  Assistant  Act  of  1961;  and 
H.R.  12450,  to  promote  the  foreign  policy,  security,  and 
general  welfare  of  the  United/States  by  assisting  peoples 
of  the  world  in  their  efforts  toward  internal  and  exter¬ 
nal  security.  Testimony  was  heard  from  Joseph  J. 
Sisco,  Assistant  Secretary  of  State  for  International 
Organization  Affairs 

AFRICAN  AFFAIRS 

Committee  on  Foreign  Affairs:  Subcommittee  on  Africa 
met  in  open/Session  and  viewed  a  film  entitled  “South 
African  Es^ay:  One  Nation,  Two  Nationalisms.” 

ANNOUNCEMENT— CONSUMERS  ACT 

The/Subcommittee  on  Executive  and  Legislative  Reor¬ 
ganization  of  the  Committee  on  Government  Opera¬ 
tions  announced  that  it  will  conduct  public  hearings  on 
L  7179,  the  Consumers  Act  of  1965,  on  April  29  and 
30  ltfsNew  York  City. 

NATIONAL  MEMORIAL 

Committebson  hiterior  and  Insular  Affairs :  Subcommit¬ 
tee  on  National  Parks  and  Recreation  met  in  executive 
session  and  approved  for  full  committee  action  H.R. 
7402  (amended/v  to  provide  for  the  establishment  of 
•the  Chamizal  Treaty  National  Memorial  in  the  city 
of  El  Paso,  Tex.  AW)  considered  H.R.  517  and  H.R. 
698,  to  provide  for  theVstablishment  of  the  Guadalupe 
Mountains  National  Panp  in  the  State  of  Texas.  No 
final  action  was  taken. 

RAILROAD  RETIREMENT 

Committee  on  Interstate  and  Forbfgn  Commerce:  Sub¬ 
committee  on  Commerce  and  Finance,  held  a  hearing 
on  H.R.  9712  and  S.  2266,  to  authorise  transfer  of  cer¬ 
tain  art  objects  to  the  Smithsonian  Institution;  H.R. 
14355  and  H.R.  7298,  technical  amendment  to  the  Rail¬ 
road  Retirement  Act,  the  Railroad  Unemployment  In¬ 
surance  Act,  and  the  Railroad  Retirement  \ax  Act; 
and  H.R.  10537,  and  related  bills,  regarding  benbhts  for 
students  under  the  Railroad  Retirement  Act.  testi¬ 
mony  was  heard  from  Representative  Ryan;  Hovrtvrd 
W-.  Habermeyer,  Chairman,  Railroad  Retirement  Boarc 
and  public  witnesses. 
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DENTAL  CORPS 

Francis  J.  Fabrizio 

SUPPLY  CORPS 

Charles  W.  Shattuck  James  E.  Gay 


Leslie  T.  Maiman 


Paul  N.  Howell 


CHAPLAIN  CORPS 

Ray  C.  Tindall 
Rear  Adm.  Rufus^br— Taylor,  U.S.  Navy, 
havingbgea-deSTgnated,  under  the  provisions 
TelO,  United  States  Code,  section  5231, 


for  commands  and  other  duties  determined 
by  the  President  to  be  within  the  contem- 
ation  of  said  section,  for  appoint! 
the"l|ra<ie»£f  vice  admu-alwinie-strscrving. 

Tne  Corps 

■TJie-fotTSwing-nameMBcess^gfthe  Marine 
Torps  for  permanent  appointm5Trt~4a^  the 
grade  of  major  general: 

Louis  B.  Robertshaw  Paul  J.  Fontana 
Rath  von  McC.  John  H.  Masters 

Tompkins  George  S.  Bowman,  Jr. 


The  foliQsi«g=Eame  officers  of  the  Marine 
For  permanent  appointment  to  the 
grade  of  brigadier  general: 

Raymond  G.  Davis  Donn  J.  Robertson 
Edward  H.  Hurst  Lowell  E.  English 
Charles  J.  Quilter  Alvin  S.  Sanders 

The  following-named  officer  of  the  Marine 
Reserve  for  permanent  appointment 
to  the  gra7lfr~e£^rigadier  general: 

Russell  A  Bowen 


I 


House  of  Representatives 


\ 


The  House  met  at  12  o’clock  noon. 

The  Reverend  William  Logan,  as¬ 
sociate  pastor,  Aldersgate  Methodist 
Church,  Alexandria,  Va.,  offered  the 
following  prayhr : 

John  3:  16-1'fc.  For  God  so  loved  the 
world,  that  He  ghve  His  only  begotten 
Son,  that  whosoever  believeth  in  Him, 
should  not  perish,  but  have  everlasting 
life.  \ 

For  God  sent  not  HiS-sSon  into  the 
world  to  condemn  the  wdrfd;  but  that 
the  world  through  Him  might  be  saved. 

Let  us  pray.  \ 

Our  gracious  Heavenly  Father>,%we  bow 
before  Thee  with  grateful  hearts  for  our 
many  blessings.  We  thank  Thee  for.  our 
great  Nation  with  all  its  opportunities, 
resources,  and  people.  Grant  that 
may  do  our  part  to  make  our  land  truly' 
deserve  its  greatness. 

Let  us  never  take  for  granted  the 
freedom  that  is  ours;  nor  persuade  our¬ 
selves  that  because  freedom  is  our 
heritage  it  belongs  to  us  and  cannot  be 
taken  away.  Rather  let  us  treasure  it, 
realizing  that  it  cannot  survive  without 
faith  in  Thee  and  in  the  worth  and 
dignity  of  every  human  life. 

May  these  chosen  persons  begin  their 
duties  this  day  in  a  prayerful  state  of 
mind.  Grant  them  the  widsom  and 
strength  to  meet  perplexing  issues.  Give 
them  courage  to  take  a  stand  for  what 
they  believe  is  right  for  all  men  even  if 
it  is  unpopular.  Grant  them  humility 
that  they  will  not  seek  power  for  them¬ 
selves  or  even  for  the  Nation,  if  it  in¬ 
volves  trampling  on  those  in  an  inferior 
position. 

Give  us  a  sense  of  Thy  ever-present 
nearness.  May  we  all  be  conscious,  in 
this  age  of  great  change,  of  the  need  for 
divine  help,  and  be  directed  to  think, 
speak,  and  do  only  what  Thou  wouldst 
have  us  do.  We  ask  it  in  Thy  holy  name. 
Amen. 


THE  JOURNAL 


The  Journal  of  the  proceeding 
yesterday  was  read  and  approved 


of 


ANNIVERSARY  OF  SAN  JACINTO  DAY 


(Mr.  PATMAN  asked  apt&  was  given 
permission  to  extend  his  remarks  at  this 
point  in  the  Record,  ajra  to  include  ex 
traneous  matter.) 

Mr.  PATMAN.  Mr.  Speaker,  Texans 
remember  the  victory  of  San  Jacinto  just 
as  they  rememl/r  -with  pride  the  other 
stirring  events  of  the  struggle  for  Texas 
independence  Remembering  our  origins 
is  part  of  our  heritage  as  Texans,  and  a 
proud  heritage  it  is. 

Todaa/,  the  San  Jacinto  Battleground, 
on  the  ship  channel  about  22  miles  east 
of  hustling  and  prosperous  downtown 
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Houston,  is  a  quiet  and  lovely  State  park, 
a  favorite  picnic  spot,  and  a  place  of 
great  interest  to  students  of  history. 
Nearby,  the  battleship  Texas  is  perma¬ 
nently  moored. 

Scenes  of  the  decisive  struggle  that 
transpired  here  are  recalled  by  the  stone 
markers  which  dot  the  San  Jacinto  Bat¬ 
tleground.  Here  it  was  that  Sam  Hous¬ 
ton  fell  wounded,  his  horse  shot  dead 
from  under  him.  There  it  was  that 
Santa  Anna  camped  with  his  troops,  and 
under  a  tree  which  once  grew  on  this 
very  spot  he  was  brought  a  prisoner  to 
the  victorious  Sam  Houston. 

Visitors  to  the  battleground  are  in¬ 
spired  by  the  massive  570-foot  San  Ja¬ 
cinto  Monument  which  is  topped  by  a 
gigantic  Texas  star  and  faced  with  Texas 
fossilized  buff  limestone.  Inside  the 
monument,  an  elevator  takes  visitors  to 
aW  observation  room.  Circling  the  base 
of  the  monument  are  carvings  and  in¬ 
scriptions  which  tell  the  dramatic  story 
of  the \Texas  revolution.  Inside  the  basj 
of  the  monument  is  housed  the  San 
cinto  Museum  of  History,  operated/ for 
the  State  olTexas  by  the  San  Jacinto 
Museum  of  History  AssociationVa  non¬ 
profit  educational  organization.  The 
museum  was  furbished  and  equipped  by 
the  donations  of  public-spinted  Texans. 

It  was  on  March  Nil,  Lo36,  that  Sam 
Houston  arrived  at  Nidnzales  to  take 
command  of  the  little/Rvrce  of  about  400 
men  which  was  to/oe  rare  nucleus  of 
the  Texas  army  or  defensk  Two  days 
later,  news  of  thg  fall  of  thetALamo  that 
came  to  Gonzales  led  to  a  retreat.  Sim¬ 
ilar  disheartening  news  fromY  James 
Walker  Farmin  came  to  HoustonSwhen 
he  was  onrthe  Colorado,  and  though,  his 
army  ham  been  increased  by  recruits Nje 
nevertheless  retreated  again,  despi 
much  counsel  to  the  contrary. 

le  finally  halted  to  wait  for  the  move¬ 
ments  of  the  victorious  Mexican  enemy 
l  the  rough  country  on  the  upper  Brazos. 
After  a  delay  of  2  weeks,  Houston  and 
his  men  crossed  the  Brazos.  Almost  at 
the  same  moment,  with  an  advance  guard 
of  750  men.  General  Santa  Anna  made 
a  crossing  farther  down  the  river,  and 
moved  toward  the  temporary  capital  of 
Harrisburg.  Houston  marched  toward 
the  same  point.  During  all  of  this  weary 
time  he  had  been  doing  what  he  could 
to  minimize  the  forces  of  the  enemy 
and  to  train  and  encourage  his  men. 

It  was  on  April  20,  1836,  that  with  783 
men  he  overtook  Santa  Anna  who  had 
an  almost  equal  force.  They  met  where 
Buffalo  Bayou  enters  the  San  Jacinto 
River.  For  an  entire  day,  broken  only 
by  an  indecisive  cavalry  skirmish,  the 
two  small  armies  lay  within  each  other’s 
view. 

Santa  Anna  was  reinforced  by  500  men 
the  next  morning,  April  2L  The  Mexi¬ 


cans  became  overconfident  and  werg 
surprised  in  their  camp  by  an  attack 
the  afternoon.  They  were  completely 
defeated  in  an  engagement  which  lasted 
only  15  minutes.  Almost  the  entire  Mex¬ 
ican  force  was  killed  or  captunra,  while 
the  Texans  lost  only  6  men/killed  and 
25  wounded.  Sam  Houston  Himself ,  shot 
through  the  ankle,  was  arpong  those  who 
were  wounded. 

Santa  Anna  was  taken  prisoner.  He 
was  persuaded  to  sign  an  order  for  the 
retreat  of  his  otfter  forces,  an  order 
already  anticipated  by  the  Mexicans. 
Sam  Houston  3wrote  a  clear  account  of 
his  campaigrh  and  advised  President 
David  Burjget  that  Santa  Anna  should 
be  used  a/a  hostage  for  the  preservation 
of  the  ntace.  He  then  left  his  victorious 
army  in  order  to  seek  medical  attention 
in  Ntw  Orleans. 

Le  soon  afterward  returned  to  Texas 
lere  he  was  elected  President.  He  took 
'the  oath  of  office  at  Columbia  on  Oc¬ 
tober  22,  1836.  A  few  months  later  he 
secured  the  recognition  of  the  new  Re¬ 
public  by  the  U.S.  Government. 

The  valor  of  the  Texans  on  that  day 
at  San  Jacinto  is  one  of  the  great  achieve¬ 
ments  in  our  struggle  for  independence 
that  will  be  remembered  forever.  Today 
we  salute  the  memory  of  those  who 
fought  so  bravely  and  so  well  in  a  cause 
which  we  will  always  revere. 

r 


PARTICIPATION  SALES  ACT  OF  1966 


(Mr.  STEPHENS  asked  and  was  given 
permission  to  address  the  House  for  1 
minute  and  to  revise  and  extend  his 
remarks.) 

Mr.  STEPHENS.  Mr.  Speaker,  before 
the  Banking  and  Currency  Committee 
we  have  the  Participation  Sales  Act  of 
1966.  I  support  this  bill  because  I  be¬ 
lieve  that  in  proposing  this  legislation, 
President  Johnson  asked  for  the  next 
logical  step  in  a  time-tested  policy  of 
substituting  private  for  public  credit — 
a  policy  which  is  in  the  best  interest  of 
the  Nation,'  and  which  contributes  di¬ 
rectly  to  the  sound  financing  of  the  Fed¬ 
eral  Government. 

This  is  not  a  new  policy.  It  goes  back 
to  the  mid-1950’s.  It  carries  the  en¬ 
dorsement  of  Democrats  and  Republi¬ 
cans,  of  people  in  government,  and  out 
of  government. 

Let  me  tell  you  just  a  few  things  that 
have  been  said  about  this  policy: 

In  his  budget  message  of  January  1955, 
President  Eisenhower  said: 


Private  capital  will  be  gradually  substi¬ 
tuted  for  the  Government  investment  Until 
the  Government  funds  are  fully  repaid  and 
the  private  owners  take  over  responsibility 
for  the  program. 


In  1961,  the  Commission  on  Money 
and  Credit — a  commission  set  up  by  the 
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Committee  on  Economic  Development, 
an  independent  group  of  businessmen 
interested  in  the  Nation’s  economic  wel¬ 
fare  had  this  to  say  on  the  subject  of 
substituting  private  for  public  credit: 

The  choice  among  types  of  credit  programs 
should  be  made  on  the  basis  of  which  will  be 
effective  at  the  least  cost  and  which  will 
interfere  least  with  the  private  financial  sys¬ 
tem.  Where  it  can  be  effective,  a  loan  guar¬ 
antee  type  of  program  should  take  preference  j 
over  the  direct  lending  type  of  program. 

That  Commission  by  the  way  was 
chaired  by  Frazar  B.  Wilde,  chairman 
of  the  Connecticut  General  Life  Insur¬ 
ance  Co.,  and  it  included  among  other 
illustrious  members  our  present  Secretary 
of  the  Treasury,  Henry  H.  Fowler. 

In  1962,  President  Kennedy’s  Com¬ 
mittee  on  Federal  Credit  Programs  had 
this  to  say  on  the  subject  of  substituting 
private  for  public  credit: 

Accordingly,  the  Committee  believes  that 
Federal  credit  programs  should,  in  the  main 
and  whenever  consistent  with  essential  pro¬ 
gram  goals,  encourage  and  supplement,  rather 
than  displace  private  credit. 

That  Committee  was  headed  by  Doug¬ 
las  Dillon,  then  Secretary  of  the  Treas¬ 
ury,  and  included  William  McChesney 
Martin. 

This  legislation,  which  provides  the  ef¬ 
fective  and  efficient  and  economical 
means  to  continue  this  vital  program  of 
substituting  private  for  public  credit,  de¬ 
serves  our  support.  For  my  part  I  sup¬ 
port  it  wholeheartedly. 

COCHON  DE  LAIT  FESTIVAL 

(Mr.  LONG  of  Louisiana  asked  and 
was  given  permission  to  address  the 
House  for  1  minute  and  to  revise  and 
extend  his  remarks.) 

Mr.  LONG  of  Louisiana.  Mr.  Speaker, 
in  the  Eighth  Congressional  District  of 
Louisiana,  which  I  represent,  there  is  a 
town  noted  for  its  French  traditions,  for 
its  southern  hospitality  and  its  bons  vi- 
vants.  This  town  is  one  like  many  others 
in  the  State.  The  town  to  which  I  am 
referring  in  this  instance  is  Mansura, 
La.,  located  in  the  Parish  of  Avoyelles, 
which  celebrates  its  106th  birthday  this 
year. 

Mansura  is  said  to  have  been  names, 
by  ex-soldiers  of  Napoleon,  early  settle 
who  had  been  with  him  on  his  Egyptian 
campaigns  and  saw  a  resemblance  be¬ 
tween  the  Avoyelles  prairie  lands  and 
Mansura,  Egypt. 

The  people  of  Mansura  are/fharacter- 
ized  by  hard  work  and  hand  play.  Six 
years  ago,  to  celebrate  the  town’s  centen¬ 
nial,  the  citizens  revived/an  old  French 
custom  known  as  the/cochon  de  lait. 
The  literal  translation  of  “cochon  de 
lait”  is  suckling  pig/out  in  Mansura  the 
words  connote  the/own’s  annual  festival 
where  many  20/to  30-pound  pigs  are 
roasted  over  open  hickory  fires  and  the 
accompanyinsn fun  and  gaiety  is  enjoyed 
by  all  the  townspeople  and  visitors  from 
miles  around. 

The  pjgs  are  constantly  turned  on  a 
spit  fo/6  to  8  hours  until  they  have  at- 
tainejr  a  golden  honey  brown  and  the 
excels  fat  is  thoroughly  drained.  The 
la  is  breathtaking  and  the  flavor  is 
bver  to  be  forgotten. 


Mr.  Speaker,  the  exclusive  title  of  “La 
Capitale  de  Cochon  de  Lait”  was  made 
into  law  May  24,  1960,  by  the  wishes  of 
the  mayor,  Kirby  Roy,  Jr.,  and  the  town 
council  and  signed  by  the  Governor  of 
Louisiana. 

The  document  now  stands  in  the 
town’s  city  hall  in  recognition  of  Man- 
sura’s  exquisite  culinary  art  in  the 
French  tradition. 

The  resolution  reads: 

Whereas  the  town  of  Mansura  is  one  of  the 
oldest  French  settlements  in  the  State  of 
Louisiana;  and 

Whereas  the  town  of  Mansura  wishes  to 
preserve  the  customs  and  traditions  of  its 
ancestors;  and 

Whereas  the  preparation  of  the  cochon  de 
lait  is  a  time-honored  custom  peculiar  to  the 
locality  and  surrounding  area;  and 

Whereas  the  culinary  artistry  used  in  the 
preparation  of  this  delicacy  is  admired  by 
people  throughout  the  world :  Now,  therefore, 
be  it 

Resolved  by  the  House  of  Representatives 
of  the  Legislature  of  the  State  of  Louisiana 
( the  Senate  concurring).  That  the  town  of 
LMansura  is  hereby  recognized  as  La  Capitale 
1  e  Oochon  de  Lait  of  the  world. 

lr.  Speaker,  let  me  take  this  oppor¬ 
tunity  to  invite  all  who  love  good  fc 
and  fun  to  attend  the  cochon  de  Is 
in  Mansura,  La.,  April  29  to  May  1. 


tion  may  have  the  advantage  of  their 
skills  in  time  of  crisis.  Yet,  we  see  our¬ 
selves  become  more  and  more  deeply  in? 
volved  in  the  Vietnamese  conflict  avra 
no  reservists  are  called.  It  is  time  for  a 
frank  assessment  of  the  situation.  If  the 
Pentagon  does  not  intend  to  use  ifne  re¬ 
servists  in  time  of  war,  it  could'  be  said 
there  is  no  justification  for  the^ontinued 
expense  of  maintaining  the  Reserve  com¬ 
ponents.  In  any  event,  the  Pentagon 
should  spell  out  to  the  Congress  and  to 
the  Nation  its  plans  for/tilization  of  the 
Reserves. 


'DANVILLE  SOME- 
WANTS  POVERTY 
ro  DOWN— FOUR  TO 


IS  IT  NECESSARY  TO  WEAKEN  OUR 
FORCES  IN  EUROP1 

(Mr.  SIKEs\sked  and  wad  given  per¬ 
mission  to  address  the  House  for  1  min¬ 
ute  and  to  revis\  and  Extend  his  re¬ 
marks.) 

Mr.  SIKES.  Mr.  SsWaker,  the  Vietnam 
war  has  placed  a  heavy  drain  upon  the 
U.S.  military  force/  and\equipment.  It 
becomes  an  ever/  more  serious  matter 
when  we  find  i/  necessary\o  withdraw 
skilled  personnel  from  our  forces  in  Eu¬ 
rope  in  orde/to  assure  the  proper  build¬ 
up  of  U.Symighting  forces  in  Vietnam. 
This  is  disturbing  from  a  number  of 
viewpoints.  One  is  the  impact  upo\our 
allies  An  Europe.  The  French  nHye 
creaj/d  a  very  unsettled  situation  by  di: 
avpwing  their  NATO  commitments.  TheN 
forces  are  the  mainstay  of  allied 
Strength.  The  U.S.  forces  already  had 
'  been  deprived  of  some  of  their  effective¬ 
ness  by  drawdown  of  equipment  for  the 
war  in  Vietnam.  Now  a  withdrawal  of 
trained  personnel  will  have  a  further  de¬ 
moralizing  effect  in  Europe  and  this  ac¬ 
tion  will  broaden  the  invitation  for  the 
Russians  to  start  trouble. 

It  is  a  sobering  thing  that  U.S.  action 
in  a  small  country  like  Vietnam  should 
put  such  a  strain  upon  the  resources  of 
our  Armed  Forces.  It  is  now  obvious  that 
an  additional  involvement  anywhere  in 
the  world,  or  a  general  broadening  of 
the  conflict  in  southeast  Asia,  would  re¬ 
quire  a  general  mobilization.  This,  de¬ 
spite  the  fact  that  more  than  half  of 
each  $100  billion  annual  budget  goes  into 
defense.  None  of  this  is  lost  on  the 
Communists. 

There  is  a  source  of  trained  manpower 
which  is  being  disregarded  by  the  Penta¬ 
gon.  For  some  unaccountable  reason,  it 
is  not  policy  to  use  the  Nation’s  trained 
reservists  in  the  current  crisis.  For  years 
units  and  individuals  have  maintained  a 
state  of  readiness  in  order  that  the  Na¬ 


ISN’T  THERE 

WHERE  TI 

MONEY? 

GO 

(Mr.  GQ6DELL  asked  and  was  given 
permission  to  address  the  House  for  1 
minute/and  to  revise  and  extend  his 
remarks.) 

m/  GOODELL.  Mr.  Speaker,  over- 
zealous  Federal  poverty  officials  at  OEO 
iparently  crave  a  community  called 
)anville  in  the  United  States  that  needs 
poverty  money.  A  month  ago,  OEO 
pressed  Danville,  Ind.,  a  community  of 
3,287,  to  set  up  a  community  action  board 
to  receive  and  administer  poverty  funds. 
Local  citizens  resisted,  causing  Senator 
Birch  Bayh  to  inquire  of  OEO,  “Why 
Danville?” 

The  reply  came  back  to  Senator  Bayh 
that  Danville,  Ind.,  needed  a  community 
action  program  because  they  had  1,339 
families  with  annual  incomes  under 
$1,000  and  1,979  families  receiving  aid  to 
dependent  children — ADC.  On  this  basis, 
continued  OEO  officials,  who  could  deny 
Danville  help?  Pressing  the  matter  fur¬ 
ther,  an  OEO  official  visited  Danville  and 
to  his  consternation  discovered  that  their 
poverty  statistics  did  not  match  Danville, 
Ind.  Quickly  recovering,  regional  pov¬ 
erty  officials  answered: 

Those  figures  are  for  Danville,  Ill. — an  un¬ 
derstandable  mistake. 

The  only  difficulty  came  when  it  de¬ 
veloped  that  the  poverty  figures  were  not 
for  Danville,  Ill.,  either.  At  this  point,  I 
ippose  OEO  officials  said:  “There  must 
be\a  Danville  that  fits  our  pattern  of 
poverty.”  Sadly,  however,  a  check  of  the 
population  division  of  the  Census  Bureau 
indicated  there  were  only  six  Danvilles  in 
the  country  and  none  of  them  fitted  the 
poverty  profile  prepared  by  OEO. 

Perhaps  tl^e  news  media  could  now,  as 
a  public  service,  assist  Federal  poverty 
officials,  who  dearly  wish  to  help  a  Dan¬ 
ville,  by  running-Vapropos  of  Peter  Pan — 
the  following  nationwide  ad:  “Isn’t  there 
someone  out  there,  ™m  a  Danville  some- 
where,  who  believes  ?> 


LEGISLATIVE  PROGRAM  FOR 
WEEK  OF  APRIN  25 

(Mr.  GERALD  R.  FORDiujked  and 
was  given  permission  to  address  the 
House  for  1  minute.) 

Mr.  GERALD  R.  FORD.  Mr.  Sp>saker, 
I  ask  for  this  time  for  the  purpos®  of 
inquiring  of  the  distinguished  majority 
leader  as  to  the  program  for  the  remains 
der  of  the  week  and  what  is  to  be  pro-' 
gramed  for  next  week. 
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ALBERT.  Mr.  Speaker,  will  the 

gentleman  yield?  ....... 

Mr.  GERALD  R.  FORD.  I  yield  to  the 
distinguished  majority  leader. 

Mr.  ALBERT.  Mr.  Speaker,  in  re¬ 
sponse  to  thfe- -inquiry  of  my  distinguished 
friend,  we  have  no  further  legislative 
business  this  wSek,  and  we  shall  ask  to 
go  over  to  next  week  upon  the  announce¬ 
ment  of  the  program  for  next  week. 

The  program  for  next  week  is  as  fol¬ 
lows  :  Monday  is  Distrust  day.  There  are 
no  District  bills.  Monday  we  have  pro¬ 
gramed  H.R.  12617,  amending  the  act 
providing  for  economic  antisocial  devel¬ 
opment  in  the  Ryukyu  Islands,  with  an 
open  rule  and  1  hour  of  debat 

On  Tuesday  the  Agriculture V®pro- 
priation  Act,  1967. 

Wednesday  and  the  balance  or\the 
week,  H.R.  10065,  Equal  Employment  Aft 
of  1966.  Open  rule,  2  hours  of  debat 

H.R.  13881,  transportation,  sale,  and' 
handling  of  dogs  and  cats  for  research 
purposes.  Open  rule,  2  hours  of  debate. 

This  announcement,  of  course,  is  made 
subject  to  the  usual  reservation  that  con¬ 
ference  reports  may  be  brought  up  at 
any  time. 

ADJOURNMENT  OVER 

Mr.  ALBERT.  Mr.  Speaker,  I  ask 
unanimous  consent  that  when  the  House 
adjourns  today  it  adjourn  to  meet  on 
Monday  next. 

The  SPEAKER.  Is  there  objection  to 
the  request  of  the  gentleman  from 
Oklahoma? 

There  was  no  objection. 

DISPENSING  WITH  CALENDAR 
WEDNESDAY  BUSINESS 

Mr.  ALBERT.  Mr.  Speaker,  I  ask 
unanimous  consent  that  the  business  in 
order  on  Calendar  Wednesday  of  next 
week  be  dispensed  with. 

The  SPEAKER.  Is  there  objection  to 
the  request  of  the  gentleman  from 
Oklahoma? 

.  There  was  no  objection. 

REPUBLICAN  POLICY  COMMITTEE 

STATEMENT  ON  THE  AMERICA 

MARITIME  INDUSTRY 

(Mr.  RHODES  of  Arizona  (at  thVre- 
quest  of  Mr.  Wyatt)  was  granted  pomils- 
sion  to  extend  his  remarks  at  thjs  point 
in  the  Record  and  to  include  extraneous 
matter.) 

Mr.  RHODES  of  Arizona. /Mr.  Speak¬ 
er,  at  a  recent  meeting  of  fcne  House  Re¬ 
publican  policy  committee  a  policy  state¬ 
ment  regarding  the  Anrerican  maritime 
industry  was  adopted/  As  chairman  of 
the  policy  committ/e,  I  would  like  to 
include  at  this  pojnt  in  the  Record  the 
complete  text  of/this  statement: 
Republican  Polioy  Committee  Statement  on 
the  American  Maritime  Industry 

America  is  placing  a  crisis  of  major  propor¬ 
tions  with  respect  to  its  vital  merchant  ma¬ 
rine.  At  the  close  of  World  War  II,  this 
country  U ad  a  merchant  marine  fleet  of  over 
3,500  vessels.  By  1951  there  were  1,955  active 
U.S.-fjAg  ships.  Today  there  are  only  1,000, 
mchiffing  those  reactivated  for  the  Vietnam 
wa^,  and  most  of  these  are  over  20  years  old 
arid  near  the  end  of  their  economic  life. 


The  United  States  had  dropped  to  12th 
place  among  the  world’s  major  shipbuilding 
nations.  Russia,  on  the  other  hand,  has 
risen  from  12th  to  7th  place  as  a  maritime 
nation  and  is  presently  building  an  even  larg¬ 
er  merchant  marine  which  she  intends,  by 
her  own  admission,  to  utilize  as  an  instru¬ 
ment  of  foreign  policy. 

On  January  1,  1966,  the  United  States  had 
only  45  ships  under  construction.  And  Presi¬ 
dent  Johnson’s  budget  for  fiscal  1967  pro¬ 
vides  only  $85  million  for  our  merchant  ma¬ 
rine  ship  construction.  This  represents  a 
cut  of  $47  million  from  appropriations  for  the 
current  year.  It  would  permit  construc¬ 
tion  of  a  maximum  of  13  new  ships.  It  is 
both  significant  and  tragic  that  the  ad¬ 
ministration’s  total  maritime  budget  for  1967 
set  a  7-year  low.  Although  the  1965  state 
of  the  Union  message  promised  “a  new  pol¬ 
icy  for  our  merchant  marine,”  nothing  has 
materialized  and  the  bickering  and  confusion 
among  the  various  governmental  agencies 
continues  and  grows. 

By  contrast,  Russia  boasts  a  merchant  fleet 
of  almost  1,500  vessels.  Most  are  new  and 
Sufficient  ships  built  since  1950.  Soviet  or- 
ers  for  new  ships  rose  from  225  in  1962  to 
67$:  in  1964.  Moreover,  the  Soviet  Union  is 
utilizing  its  satellites,  and  the  Free  World 
at  a  Nbstantial  cost  in  hard  currency,  for  its 
merchant  fleet  expansion.  For  example, 
East  GerSian  shipyards  are  scheduled  to  sup*' 
ply  399  merchant  vessels.  The  Polish  yar^s 
are  workingSon  Soviet  orders  for  timber 
riers  and  tampers. 

The  inadequacy  of  America’s  shipbuilding 
program  is  further  highlighted  by  ihe  fact 
that  Japan  has  1$(9  merchant  ships  under 
construction,  Great  ^Britain  184  v/ssels,  West 
Germany  176,  and  Sweden  44. 

At  the  same  time  that  ou/  shipbuilding 
effort  is  lagging  and  ouAW/rld  War  II  re¬ 
serve  fleet  is  growing  olderifend  more  dilapi¬ 
dated,  the  expanding  waivlnVietnam  is  put¬ 
ting  the  U.S.  merchant  fleet  under  tre¬ 
mendous  pressure.  Tonnage  volVmie  to  Viet¬ 
nam  has  leaped  from/300,000  tonsVer  month 
to  800,000  tons  Mr  month.  Almost  470 
ships  are  now  nutter  direct  operational  con¬ 
trol  of  the  Military  Sea  TransportatlonSServ- 
ice  and  most  /f  these  are  engaged  in\the 
sealift  to  Vietnam.  Moreover,  because 
ships  were  /lot  available,  MSTS  had  to  look 
to  foreigiyflag  vessels  for  help. 

Muclyof  the  present  problem  is  attribu¬ 
table  to  the  fact  that  several  years  ago  Sec¬ 
retary/  of  Defense  McNamara  decided  that 
he ^>uld  reduce  the  role  of  ships  in  the  de¬ 
fense  picture.  According  to  McNamara,  air 
ransport  could  be  substituted  as  a  primary 
^military  supply  vehicle.  Now,  just  4  years 
after  this  disastrous  management  decision, 
two  out  of  every  three  soldiers  in  Vietnam 
had  to  be  transported  by  ships  and,  as  of 
January  of  this  year,  98  percent  of  the  sup¬ 
plies  and  cargo  for  the  war  went  in  by  ship. 
The  fact  that  it  would  take  260  of  the  C5A 
planes  to  carry  the  load  of  a  single  ship, 
and  air  transportation,  if  utilized,  would  cost 
5  or  6  times  as  much  per  ton-mile,  further 
dramatizes  our  need  for  and  dependency 
upon  ships. 

At  the  same  time  that  shipping  presents 
a  grave  problem  for  us,  both  Communist 
and  free  world  ships  continue  to  carry  goods 
to  and  from  North  Vietnam.  In  1965  there 
were  199  free  world  ship  arrivals  in  North 
Vietnam.  Of  this  figure,  107  involved  ships 
flying  the  flags  of  NATO  countries.  We  know 
from  our  own  experience  that  shipping,  and 
the  cargo  that  it  brings  to  Vietnam,  is  an 
all-important  factor  in  the  prosecution  of 
the  war.  Supply  problems  have  hampered 
our  effort.  By  the  same  token,  Communist 
and  free  world  ships  have  supplied  much  of 
the  goods  and  military  supplies  that  have 
made  it  possible  for  the  North  Vietnamese 
to  continue  the  war.  Certainly,  at  a  mini¬ 
mum,  the  penalties  and  restrictions  im¬ 
posed  upon  ships  that  engage  in  Cuban  trade 


should  be  imposed  upon  those  who  trade 
with  North  Vietnam. 

The  merchant  marine  shipbuilding  effo 
in  this  country  must  be  increased.  Unji 
this  is  done,  our  defense  commit! 
throughout  the  world  will  be  in  jeopardy. 
Indeed,  our  national  survival  may  /depend 
upon  the  shipping  that  should  j/e  under 
construction  but  which  the  John6on-Hum- 
phrey  administration  has  scuttled.  We  de¬ 
mand  that  steps  be  taken  tot  correct  this 
disastrous  situation.  If  the/present  trend 
continues,  this  country  th/t  once  boasted 
the  greatest  merchant  fleeyin  the  world,  will 
be  left  on  history’s  shop/  waiting  for  ships 
that  never  come  in. 


WHAT’S . 
P7 


OPENED  TO 
IIOTISM? 


(Mr.  ASHJ0TROOK  (at  the  request  of 
Mr.  Wyatt#  was  granted  permission  to 
extend  hip  remarks  at  this  point  in  the 
Record  jin d  to  include  extraneous  mat¬ 
ter.) 

Myf  ASHBROOK.  Mr.  Speaker,  the 
Amdl  issue  of  the  New  Guard,  the  maga¬ 
zine  published  by  Young  Americans  for 
rteedom,  contains  a  timely  and  provoca¬ 
tive  article  entitled  “What’s  Happened  to 
Patriotism?”  by  Dr.  William  Jay  Jacobs, 
who  received  his  doctorate  in  history  at 
Columbia  University  and  who  is  current¬ 
ly  assistant  professor  of  education  at 
Rutgers,  the  State  university  of  New  Jer¬ 
sey.  One  camiot  help  but  see  a  relation¬ 
ship  between  the  efforts  of  some  to  de¬ 
bunk  this  Nation’s  historical  achieve¬ 
ments  and  heroes  and  the  current  antics 
of  the  draft-card  burners,  the  flag  dese- 
crators  and  some  protestors  of  our  firm 
policy  in  Vietnam.  Fortunately,  how¬ 
ever,  the  United  States  has  never  suffered 
from  a  dearth  of  heroes,  and  as  fast  as 
our  historic  men  of  daring  are  seemingly 
interred,  new  figures  take  their  place. 

It  must  be  discouraging  to  the  debunk¬ 
ers  of  our  American  heritage  to  consider 
the  case  of  Sp.  Daniel  Fernandez  of  Los 
vLunos,  N.  Mex.,  who  hurled  himself  upon 
Vietcong  grenade,  thus  saving  the  lives 
oKseveral  comrades.  Mr.  Jose  Fernan- 
dez\his  father,  stated  that  his  son  was 
very\enerous  and  always  volunteering 
for  something,  but  the  last  thing  he 
would  want  is  to  be  known  as  a  hero. 

I  wonde\how  the  downgraders  would 
handle  the  Reroism  of  Pfc.  Milton  Lee 
Olive,  of  Chicago,  whose  last  gesture  in 
this  life,  like  DSmiel  Fernandez,  was  to 
fall  on  an  exploring  grenade.  A  quiet, 
religious  youth,  Milton  Olive,  like  the 
heroes  of  our  past,  was  described  as  be¬ 
ing  devoted  to  his  onty  and  always 
wanted  to  do  more  than  his  share. 

To  grateful  and  patriotic  citizens, 
every  serviceman  who  willinWy  gives  his 
life  for  this  Nation  is  a  heroS.  And  for 
those  who,  for  whatever  reason^  would 
belittle  our  precious  heritage  in  me  eyes 
of  our  youth,  let  them  ponder  N.hese 
words  from  the  last  letter  of  Pfc.  HrKam 
D.  Strickland  of  Graham,  N.C. — a  letter 
to  his  family  found  in  his  personal  ef 
fects — a  letter  he  would  never  mail : 

I’m  writing  this  letter  as  my  last  one. 
You’ve  probably  already  received  word  that 
I’m  dead  and  that  the  Government  wishes 
to  express  its  deepest  regret.  Believe  me,  I 
don’t  want  to  die,  but  I  know  it  was  part 
of  my  job.  I  want  my  country  to  live  for 
billions  and  billions  of  years  to  come. 


Apnl  21,  1966 
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.jn  of  whether  these  revolutionary  up¬ 
heavals  are  instigated  by  Communists 
or  mnrely  taken  over  and  run  by  Com¬ 
munes  once  they  are  started. 

The 'point  is  that  Communists  stand 
ready  ta'move  in  at  the  first  sign  of  dis¬ 
order,  ana,  will  do  everything  they  can 
to  take  it  \vcr,  agitate  increased  vio¬ 
lence,  and  pu£  their  people  in  charge  if 
they  can. 

WAY  OUT 

The  road  ahe^d  will  be  difficult,  at 
best.  There  are  no  easy  solutions  to 
problems  which  areNinfinitely  complex. 
But  clearly,  this  county  will  make  no 
gains  whatever  so  longVs  we  so  blindly 
refuse  to  profit  from  the  past. 

We  have  been  making  the  same  mis¬ 
takes  over  again  for  so  long  Nat  we  must 
be  the  absolute  dispair  of  our  natural 
friends  in  Latin  America.  OneSsuspects 
this  has  already  happened  in  Asia. 

How  can  we  go  about  minimizing  mis¬ 
takes  and  begin  to  act  the  part  of  a 
leader  in  Hemisphere  affairs?  How  csm 
we  be  a  leader  for  peace  and  progresX 
Here  are  some  of  the  things  which  would' 
provide  a  beginning. 

First.  Let  us  not  be  overwhelmed  by 
the  Sino-Soviet  split.  Surely  the  Ad¬ 
ministration  must  know  that  the  Chinese 
and  Russian  Communist  leaders  have 
differences  which  are  based  on  relatively 
superficial  ideas,  rather  than  on  basic 
purposes. 

Both  of  these  power  centers  are  dedi¬ 
cated  to  the  communization  of  non- 
Communist  countries  everywhere.  Their 
differences  are  over  tactics  and  timetable 
in  the  achievement  of  the  same  goal. 

The  Chinese  approach  is  bellicose, 
crude,  and  blatant.  The  Russian  ap¬ 
proach  is  more  in  accord  with  the  outside 
appearance  of  accepted  standards  of 
world  diplomacy. 

The  Chinese  are  open  and  frank  about 
their  aims.  The  Russians  like  to  ap¬ 
pear  peaceful.  Their  aims  are  usually 
camouflaged,  and  therefore  are  in  reality 
the  more  dangerous  of  the  two. 

Second.  While  China  appeared  to  be 
the  dominant  Communist  influence  in 
Cuba  some  months  ago,  it  is  now  clear 
that  Russian  communism  is  in  charge.. 

With  approximately  $1  million  in  aj 
being  poured  into  Cuba  by  Moscow  evf 
day,  Castro  is  playing  the  Russian  g ame. 
This  should  be  made  clear  to  the  Ameri¬ 
can  people,  along  with  the  significance 
of  the  Havana  Conference  as  a/Moscow- 
engineered  program  for  the  militant  sub¬ 
version  of  Latin  American. 

Third.  Some  of  the  82 ^delegations  to 
the  Havana  Conference /appear  to  have 
included  officials  of  tha^  countries  repre¬ 
sented.  The  information  on  this  point 
is  available. 

We  should  witKh°ld  U.S.  aid  from 
those  countries  /which  may  have  sent 
official  or  semi/Offlcial  delegations  to  the 
conference. 

In  this  connection  it  should  be  added 
that  the  second  Tri-Continental  Confer¬ 
ence,  in  other  words,  the  follow-up  to  the 
Havana:  meeting,  is  scheduled  to  be  held 
at  Cairo  in  1963,  at  the  invitation  of 
President  Nasser. 

fourth.  Instead  of  considering  Latin 
lerican  policies  country-by-country 
'and  bit  by  bit,  it  is  essential  that  we  use 


the  regional  approach.  We  made  the 
mistake  in  southeast  Asia  of  considering 
Laos  and  Vietnam  as  two  isolated  coun¬ 
tries  as  though  they  were  on  opposite 
sides  of  the  world. 

Now  it  often  seems  that  we  consider 
Cuba  as  one  problem  and  Venezuela  as 
another,  with  no  relation  between  the 
two.  We  need  to  consider  Latin  America 
as  a  single  area  which  is  the  target  of  a 
single  objective  as  set  forth  at  the  Ha¬ 
vana  Conference. 

In  this  connection  it  is  important  that 
we  do  everything  we  can  to  support  the 
Organization  of  American  States  and 
guide  it  towards  success  in  its  work  for 
strengthening  the  independence  of  Latin 
American  countries. 

Fifth.  The  American  people  should 
give  greater  public  support  to  realistic 
Government  policies  with  regard  to  Latin 
America,  and  should  demand  that  key 
positions  in  the  Government  are  filled 
with  persons  who  do  have  realistic  ideas. 

A  case  in  point  is  the  case  of  Thomas  C. 
Mann.  Mr.  Mann  was  appointed  Assist¬ 
ant  Secretary  of  State  for  Inter-Ameri- 
?an  Affairs  in  November  1963.  He  di< 
ive,  generally,  realistic  ideas  of  the  kua^d 
wnieh  should  lead  to  true  U.S.  leadership 
in  the  interests  of  peace  and  securil 

In  (October  1965,  he  made  a  speech  in 
San  Diego  which  was  labeled  A  “hard 
line”  speech.  He  stressed  the  Communist 
threat,  anH.  said  that  collective  interven¬ 
tion  in  Latih  American  states  is  justified 
if  they  are  Njder  attack/by  subversive 
elements  responding  t<y  direction  from 
abroad. 

For  comments  s\cl/ as  these  Mr.  Mann 
was  labeled  “controversial.”  He  was 
criticized  by  Sen^oXFbhBRiGHT,  chair¬ 
man  of  the  Senate  Foreign  Relations 
Committee,  /md  in  January  he  was 
shifted  out  of  the  Latin  American  policy 
position  ir/to  one  limited  Ho  economic 
affairs. 

CONCLUSION 

The/overall  need  in  U.S.  response  to 
events  in  Latin  America  today  is  the  need 
foi/true  leadership.  And  one  essential 
ingredient  of  true  U.S.  leadership  ie  a 
jandid  approach  by  the  Government \o 
the  people. 

Let  the  Government  demonstrate  that 
we  recognize  the  reality  of  the  Latin 
American  problem.  Let  us  state  clearly 
what  the  facts  are,  and  what  their  sig¬ 
nificance  is,  and  let  us  not  hide  behind 
bland  statements  of  our  our  hopes. 

We  can  be  sure  that  while  U.S.  atten¬ 
tion  is  riveted  on  Vietnam  Latin  Ameri¬ 
can  Communists  will  use  every  means  at 
their  disposal  to  implement  the  declara¬ 
tions  of  the  Havana  Conference. 

In  this  situation  the  non-Communists 
of  Latin  America  cry  out  for  our  leader¬ 
ship.  It  is  only  the  United  States  ,  that 
can  provide  such  leadership.  And  it  is 
vital  that  we  answer  the  call. 


8367 


WE  ARE  ABOUT  TO  SEE  IT  HAPPEN 
AGAIN 

The  SPEAKER.  Under  previous  order 
of  the  House,  the  gentleman  from  Okla¬ 
homa  [Mr.  Albert]  is  recognized  for  15 
minutes. 

(Mr.  ALBERT  asked  and  was  given 
permission  to  revise  and  extend  his  re¬ 


marks,  and  to  include  certain  extracts 
and  reports  and  other  extraneous  data.) 

Mr.  ALBERT.  Mr.  Speaker,  we  have 
seen  it  happen  again.  Because  they  were 
in  such  a  hurry  to  say  “no”  to  every  ad¬ 
ministration  proposal,  some  of  our  Re¬ 
publican  friends  now  find  themselves  in 
the  embarrassing  position  of  opposing 
one  of  their  very  own  ideas. 

I  refer,  of  course,  to  the  Participation 
Sales  Act  submitted  yesterday  by  the 
President. 

This  is  a  plan  to  bring  more  of  the 
private  market  into  our  Government 
lending  programs.  It  has  two  purposes: 
first,  to  help  us  better  use  Government 
funds  now  tied  up  in  various  forms  of 
loans  and  second,  to  stimulate  growth 
and  prosperity  in  the  private  sector  of 
our  economy. 

Certainly  this  proposal  is  in  the  best 
traditions  of  the  great  free  enterprise 
system. 

But  what  happened  yesterday?  With¬ 
out  giving  any  attention  to  the  historic 

osition  of  the  Republican  Party,  my 
good  friend,  the  distinguished  minority 
leader  and  some  of  his  associates  decided 
they  had  an  issue.  They  pounced  on  it 
like  a  hungry  animal.  What  is  it  that 
has  happened  to  the  distinguished  mi¬ 
nority  leader  lately?  Do  I  detect  a  sense 
of  political  desperation  in  some  of  his 
alarming  statements?  Or  is  his  objection 
in  this  instance  just  reflex  action?  Is  it 
just  blind  adherence  to  the  doctrine  of 
“no-ism”?  Is  the  respected  minority 
leader  suffering  under  a  misapprehension 
about  what  we  are  trying  to  do?  Is  he 
really  in  pain  or  are  his  tears  just  croco¬ 
dile  tears?  Whatever  the  reasons  the 
American  people  are  not  going  to  be 
fooled  by  these  tactics. 

What  a  pity  cooler  heads  did  not  pre¬ 
vail.  Instead  of  shouting  and  name  call¬ 
ing,  my  friend  should  have  been  examin¬ 
ing  the  Participation  Sales  Act.  Had 
they  done  this  they  would  have  found 
that  it  would  accomplish  exactly  what 
responsible  Republicans  have  been  ad¬ 
vocating  for  years. 

In  January  1954,  President  Eisenhower 
said  in  his  budget  message: 

To  encourage  the  substitution  of  private 
financing  for  Federal  outlays  in  the  areas 
of  greatest  housing  need,  I  shall  urge  the 
Congress  to  authorize  two  new  mortgage 
insurance  programs,  as  well  as  to  liberalize 
certain  existing  programs  *  *  The  pol¬ 
icy  of  this  administration  is  to  sell  the  mort¬ 
gages  now  held  by  the  Association  as  rapidly 
as  the  mortgage  market  permits.  Assuming 
satisfactory  market  conditions,  receipts 
from  these  sales  and  from  other  sources  in 
1955  will  exceed  expenditures  by  an  esti¬ 
mated  $166  million.  This  contrasts  with  net 
expenditures  of  $379  million  in  1953,  and  $62 
million  estimated  for  1954. 

In  January  1955: 

Private  capital  will  be  gradually  substi¬ 
tuted  for  the  Government  investment  until 
the  Government  funds  are  fully  repaid  and 
the  private  owners  take  over  responsibility 
for  the  program. 

The  Federal  National  Mortgage  Associa¬ 
tion  will  make  commitments  for  immediate 
or  deferred  purchases  of  $423  million  in 
mortgages  insured  under  the  urban  renewal, 
armed  services,  cooperative,  and  other  es¬ 
pecially  urgent  housing  programs  which  I 
have  specifically  designated.  Sales  of  mort¬ 
gages  together  with  repayments  and  other 
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receipts,  however,  are  expected  to  be  $255 
million  greater  than  expenditures. 

In  January  1956,  President  Eisenhower 
stated : 

In  addition,  purchases  of  mortgages  by 
the  Association  under  its  secondary  market 
program  are  expected  to  increase  in  1957 
to  $290  million.  Except  for  temporary 
Treasury  loans,  the  funds  required  will 
be  obtained  from  sale  of  debentures  and 
stock  to  private  investors,  and  the  purchases 
are  shown  as  trust  expenditures,  rather  than 
budget  expenditures.  By  the  end  of  the 
fiscal  year  195T,  private  purchases  of  stock 
will  have  made  an  excellent  start  toward  the 
goal  of  replacing  a  Government  activity  with 
a  private  company. 

Again  in  January  1958,  President  Eis¬ 
enhower  said: 

With  more  realistic  mortgage  prices,  it 
should  be  possible  to  restore  the  incentive 
for  private  financing  originally  intended 
under  the  Housing  Act  of  1954  and  thus 
avoid  the  necessity  for  additional  large 
amounts  of  new  obligational  authority  to 
finance  purchases  of  mortgages  under  this 
program  and  under  programs  for  armed 
services  and  cooperative  housing. 

But  the  record  only  begins  here. 

Leading  Republicans  in  private  life — 
chairmen  of  the  Nation’s  biggest  banks, 
investment  houses  and  industrial  firms 
have  recommended  the  substitution  of 
private  for  public  credit — the  very  heart 
of  the  Participation  Sales  Act. 

The  report  of  the  1961  Commission  on 
Money  and  Credit  was  based  on  the  prin¬ 
ciple  that  the  private  market  should  be 
gradually  substituted  for  Government 
investment. 

The  Chairman  of  the  Committee  was 
Mr.  Frazer  B.  Wilde,  chairman  of  the 
Connecticut  General  Life  Insurance  Co., 
one  of  the  Nation’s  largest. 

Some  of  the  other  members  were  : 

David  Rockefeller,  president  of  the 
Chase  Manhattan  Bank,  one  of  the 
world’s  largest. 

Gaylord  A.  Freeman,  Jr.,  president  of 
the  First  National  Bank  of  Chicago,  one 
of  the  largest  financial  institutions  in 
the  West. 

Lamar  Fleming,  Jr.,  chairman  of  the 
board  of  Anderson,  Clayton  &  Co.,  a 
large  industrial  firm. 

Joseph  M.  Dodge,  President  Eisenhow¬ 
er’s  Director  of  the  Budget  and  chairman 
of  the  board  of  the  Detroit  Bank  & 
Trust  Co. 

But  let  me  continue. 

The  very  next  year,  in  1962,  some  of 
our  most  distinguished,  outstanding,  and 
knowledgeable  public  officials  who  par¬ 
ticipated  in  the  Committee  on  Federal 
Credit  Programs  supported  the  prin¬ 
ciples  now  embodied  in  the  Participation 
Sales  Act.  I  will  quote  from  a  key  recom¬ 
mendation  of  its  report : 

Accordingly,  the  Committee  believes  that 
Federal  credit  programs  should,  in  the  main 
and  whenever  consistent  with  essential  pro¬ 
gram  goals,  encourage  and  supplement, 
rather  than  displace,  private  credit. 

Government-financed  credit  programs 
should,  in  principle,  supplement  or  stimu¬ 
late  private  lending,  rather  than  substitute 
for  it.  They  should  not  be  established  or 
continued  unless  they  are  clearly  needed. 
Unless  the  urgency  of  other  goals  makes 
private  participation  infeasible,  the  methods 
used  should  facilitate  private  financing,  and 
thus  encourage  longrun  achievement  of  pro¬ 
gram  objectives  with  a  minimum  of  Govern¬ 
ment  aid. 


This  report  was  unanimous — signed  by 
then  Treasury  Secretary  Douglas  Dillon 
and  Federal  Reserve  Board  Chairman 
William  McChesney  Martin,  then  Budget 
Director  David  Bell  and  then  Chairman 
of  the  Economic  Advisers  Walter  Heller. 

Finally  from  the  pens  of  some  of  the 
most  knowledgeable  House  Republicans 
in  the  field  of  fiscal  and  monetary  poli¬ 
cies  comes  the  strongest  endorsement  of 
all  for  what  the  President  is  trying  to 
accomplish  in  the  Participation  Sales 
Act. 

These  Republican  experts — and  there 
were  10  of  them  in  all — members  of  the 
Committee  on  Ways  and  Means,  only  2 
years  ago  urged  the  Government  to  em¬ 
bark  on  comprehensive  program  of  asset 
sales. 

The  rollcall  is  long  and  distinguished: 
Representative  John  S.  Byrnes,  Repre¬ 
sentative  Howard  H.  Baker,  Representa¬ 
tive  Thomas  B.  Curtis,  Representative 
Victor  A.  Knox,  Representative  James  B. 
Utt,  Representative  Jackson  E.  Betts, 
Representative  Bruce  Alger,  Representa¬ 
tive  Steven  B.  Derounian,  Representative 
Herman  T.  Schneebeli,  and  Representa¬ 
tive  Harold  R.  Collier. 

And  here  is  what  they  said  in  pertinent 
part  in  the  minority  report  on  H.R.  6009 
which  was  a  bill  to  provide  temporary  in¬ 
creases  in  the  public  debt  limit : 

The  administration  also  can  always  reduce 
its  borrowing  requirements  by  additional 
sales  of  marketable  Government  assets.  This 
provides  the  Treasury  with  another 
“cushion.” 

For  example,  when  the  Secretary  of  the 
Treasury  was  before  the  committee  on  Febru¬ 
ary  27,  we  suggested  that  it  was  incumbent 
upon  the  administration  to  show  "good 
faith”  before  coming  to  the  Congress  for  an 
additional  increase  in  borrowing  authority. 
We  pointed  out  that  the  Government  held 
about  $30  billion  in  loans,  many  of  which 
were  readily  marketable.  In  fact,  there  was 
a  very  good  market  for  many  of  these  loans. 
Instead  of  increasing  its  offering  of  these 
loans  to  private  lenders,  the  administration 
was  then  acting  on  the  supposition  that  the 
Congress  would  automatically  accede  to  a 
request  for  an  increase  in  its  borrowing  au¬ 
thority. 

It  was  also  pointed  out  to  the  Secretary  of 
the  Treasury  that  the  Government  had  other 
assets  which  might  be  liquidated,  such  as 
the  stockpile  of  strategic  materials  amount¬ 
ing  to  about  $8.7  billion. 

Our  refusal  to  grant  the  administration’s 
request  last  February  produced  "results.”  In 
the  interim  of  less  than  2  months  the  admin¬ 
istration  found  that  it  could  increase  reve¬ 
nues  from  the  sale  of  loans  by  an  additional 
$1  billion  for  fiscal  1963.  Now,  the  adminis¬ 
tration  estimates  that  it  -will  realize  $2,028 
billion — as  contrasted  with  an  original  esti¬ 
mate  of  only  $0,929  billion  less  than  2  months 
ago. 

These  are  the  facts  that  the  distin¬ 
guished  minority  leader  and  some  of  his 
colleagues  would  have  discovered  about 
the  Participation  Sales  Act  if  they  had 
read  before  they  condemned.  I  think 
they  should  be  reminded  just  where  they 
stand — in  relation  to  where  their  party 
has  stood  for  more  than  a  decade.  For 
they  are  long  on  words  and  short  on 
memory. 

I  hope  that  once  their  memories  are 
refreshed  they  will  reaffirm  their  party’s 
dedication  to  the  free  enterprise  system 
and  help  us  enact  this  enlightened  item 
of  legislation  into  law. 
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I  say  this  because  I  think  it  would  be 
good  for  the  country. 

Mr.  JONAS.  Mr.  Speaker,  will  the  dis¬ 
tinguished  majority  leader  yield? 

Mr.  ALBERT.  I  yield  to  the  distin¬ 
guished  gentleman  from  North  Carolina. 

Mr.  JONAS.  The  distinguished  ma¬ 
jority  leader  has  not,  of  course,  referred 
to  me. 

Mr.  ALBERT.  No,  I  did  not. 

Mr.  JONAS.  It  is  not  my  prerogative 
to  speak  for  the  minority - 

Mr.  ALBERT.  The  gentleman  always 
makes  an  excellent  contribution  on  any 
subject  in  which  he  interests  himself. 

Mr.  JONAS.  Thank  you,  sir.  I  appre¬ 
ciate  those  words  and  I  shall  try  to  make 
this  constuctive. 

Will  not  the  distinguished  majority 
leader  recognize  that  there  is  a  great 
deal  of  difference  in  bringing  in  private 
capital  to  provide  funds  than  having  the 
Government  provide  the  capital  origi¬ 
nally  and  then  sell  the  mortgages  at  a 
discount?  That  is  what  is  contemplated, 
if  the  gentleman  will  yield,  in  this  act  to 
which  reference  has  been  made.  The 
taxpayers  will  be  asked  to  pick  up  the 
difference  between  the  market  value  of 
these  mortgages  and  what  investors  in 
the  private  segment  of  the  economy  will 
pay  for  them. 

Mr.  ALBERT.  Of  course,  what  they 
will  pay  is  speculative,  but  I  think  the 
substance  of  the  minority  views  on 
H.R.  6009  will  answer  the  distinguished 
gentleman;  namely,  what  they  were 
driving  at  was  to  prevent  the  necessity 
of  the  Government  borrowing  more 
money,  and  that  is  important.  I  think 
that  is  critical  here.  It  will  mean  a  lot 
of  difference  as  to  the  future  obligations 
of  the  Government  of  the  United  States 
at  a  time  when  interest  rates  are  quite 
high. 

Mr.  JONAS.  May  I  comment  on  that? 

Mr.  ALBERT.  Surely. 

Mr.  JONAS.  Of  course,  the  report  to 
which  reference  has  been  made  was 
signed  when  the  money  market  was  quite 
different  than  what  it  is  today.  Today 
everyone  admits  that  money  is  tight 
and  becoming  tighter,  and  interest  rates 
are  considerably  higher  today  than  they 
were  then.  The  effect  is  that  these  mort¬ 
gages  to  which  my  distinguished  friend, 
the  majority  leader,  is  referring  to  can¬ 
not  be  sold  at  par,  and  the  taxpayers 
will  have  to  subsidize  them  by  putting 
up  the  difference. 

Mr.  ALBERT.  The  gentleman  will 
understand,  of  course,  that  if  the  Gov¬ 
ernment  has  to  borrow  money,  it  will 
be  subject  to  the  tight  money  situation 
to  which  the  gentleman  has  alluded  in 
his  comments. 

Mr.  JONAS.  May  I  say,  and  speaking 
for  myself  personally,  I  would  like  to 
have  the  Government  sell  all  of  these 
mortgages  if  it  can  sell  them  at  par. 
But  they  cannot  be  sold  at  par.  They 
have  to  be  sold  at  a  discount,  and  the 
only  way  they  can  be  sold  at  all  is  for 
the  taxpayers  to  put  up  the  difference 
in  money. 

Mr.  ALBERT.  I  think  the  answer  is 
that  whatever  is  best  for  the  Government 
and  will  cost  the  Government  the  least 
in  the  long  run  will  be  the  best  action, 
and  I  think  the  administration  will  pur¬ 
sue  this  matter  with  that  in  mind. 
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Mr.  JONAS.  I  certainly  concur  in 
the  view  that  what  is  best  for  the  coun¬ 
try  should  be  done,  and  I  intend  to  sup¬ 
port  what  I  think  is  best  for  the  country. 

Mr.  ALBERT.  I  know  the  gentleman 
does. 

Mr.  HALL.  Mr.  Speaker,  will  the  gen¬ 
tleman  yield? 

Mr.  ALBERT.  I  yield  to  the  distin¬ 
guished  gentleman  from  Missouri. 

Mr.  HALL.  Mr.  Speaker,  I  appreci¬ 
ate  the  gentleman’s  yielding.  I  simply 
want  to  know  when  we  are  going  to  get 
this  Presidential  message  I  have  been 
hearing  about  for  2  days. 

Mr.  ALBERT.  Mr.  Speaker,  will  the 
gentleman  yield? 

Mr.  HALL.  I  yield  to  the  gentleman. 

Mr.  ALBERT.  We  got  the  President’s 
message  yesterday. 

Mr.  HALL.  It  was  not  delivered  to 
the  Members. 

Mr.  ALBERT.  I  believe  it  was  read 
yesterday.  I  think  the  gentleman  will 
find  it,  if  I  am  not  mistaken,  in  the 
Congressional  Record.  I  see  the  distin¬ 
guished  gentleman,  the  chairman  of  the 
Banking  and  Currency  Committee,  here, 
whose  committee  is  very  busy  on  this 
subject  now. 

Mr.  PATMAN.  Mr.  Speaker,  will  the 
gentleman  yield? 

Mr.  ALBERT.  I  yield  to  the  gentle- . 
man. 

Mr.  PATMAN.  We  had  hearings  on 
this  matter  this  morning.  We  had  Under 
Secretary  Ball,  and  the  Director  of  the 
Bureau  of  the  Budget,  Mr.  Schultze.  We 
will  have  another  meeting  at  2  o’clock 
this  afternoon.  It  is  contemplated  we 
will  remain  in  session  this  afternoon 
until  we  dispose  of  this.  If  it  is  not 
completed  today,  it  will  be  continued 
tomorrow. 

Mr.  ALBERT.  Mr.  Speaker,  the  gen¬ 
tleman  willl  find  it,  I  believe,  in  the 
Congressional  Record. 

Mr.  PATMAN.  Mr.  Speaker,  the  bill 
to  carry  out  the  President’s  request  will 
be  forthcoming. 

Mr.  HALL.  Mr.  Speaker,  if  the  gentle¬ 
man  will  yield  further,  I  was  on  the  floor 
constantly  yesterday.  I  did  not  leave, 
as  I  customarily  do  not.  I  did  not  know 
it  was  read,  because  had  it  been  read  I 
would  have  honored  the  President’s  mes¬ 
sage,  as  I  customarily  do,  with  a  quorum 
call,  so  that  all  might  have  heard  it. 

It  may  well  have  been  submitted,  it 
may  well  have  been  printed,  but  it  was 
not  read  as  a  message  in  accordance  with 
the  custom  that  we  have  lately  adopted 
for  the  President’s  messages,  nor  was  it 
read  on  the  floor  of  the  House,  because 
I  sat  here,  alert  and  eager,  to  perform 
that  function  in  honor  of  the  President’s 
words. 

Mr.  ALBERT.  Mr.  Speaker,  I  may  be 
mistaken. 

Mr.  HALL.  Mr.  Speaker,  I  believe  the 
distinguished  majority  leader  is 
mistaken. 

If  he  will  yield  further,  I  would  like  to 
know,  of  the  chairman  of  the  Banking 
and  Currency  Committee,  if  he  plans  to 
hear  other  than  administration  witnesses 
as  he  goes  through  the  sessions? 

Mr.  ALBERT.  Mr.  Speaker,  may  I 
say  I  do  not  know  whether  we  got  a 
message  or  a  communication.  We  did 


have  a  communication  from  the  White 
House  on  that  subject.  Am  I  right? 

Mr.  PATMAN.  We  had  a  communica¬ 
tion. 

Mr.  ALBERT.  Mr.  Speaker,  I  am  sure 
we  had  a  communication  from  the  White 
House  on  this  matter  yesterday. 

Mr.  HALL.  Mr.  Speaker,  I  wonder  if 
the  chairman  of  the  Banking  and  Cur¬ 
rency  Committee  can  answer  the  other 
question? 

Mr.  PATMAN.  There  was  a  commu¬ 
nication. 

Mr.  HALL.  Does  the  committee  plan 
to  hear  other  than  administration  wit¬ 
nesses? 

Mr.  PATMAN.  That  will  depend  on 
the  wishes  of  the  majority  of  the  com¬ 
mittee. 

Mr.  HALL.  I  presumed  that  would  be 
the  answer. 

The  SPEAKER.  The  Chair  states  that 
the  message  yesterday  was  an  excutive 
communication,  which  of  course  under 
the  rule  was  referred  to  the  Committee 
on  Banking  and  Currency. 

Mr.  HALL.  Mr.  Speaker,  the  message 
was  referred,  then,  without  being  read 
to  the  assembled  House  of  Representa¬ 
tives? 

The  SPEAKER.  It  was  not  a  formal 
message.  It  was  a  communication. 

Mr,  HALL.  I  thank  the  Sneaker. 


INTERGOVERNMENTAL  COMMITTEE 
FOR  EUROPEAN  MIGRATION 

(By  unanimous  cogent,  Mr.  Mc¬ 
Culloch  was  \ranted  permission  to 
address  the  Houskfm-  5  minutes,  and  to 
revise  and  extencwiis  remarks  and  in¬ 
clude  extraneous^naDerial.) 

Mr.  McCUIJiOCH.\  Mr.  Speaker,  it 
was  my  pleasjfre  to  attend  in  November 
1965,  the  2 4 bn  semiannual  session  of  the 
29  membey  governments  of  the  Council 
of  ICEM-/-Intergovernmental  Committee 
for  European  Migration — helium  Geneva, 
Switzerland.  The  U.S.  congressional 
delegation,  of  which  I  had  the  honor  to 
be  A  member,  wa’s  composed  of  tns  gen¬ 
tleman  from  New  Jersey  [Mr.  RodI^o], 
/the  gentleman  from  Colorado  [Mr. 
Rogers],  the  gentleman  from  Massachu¬ 
setts  [Mr.  Donohue],  the  gentleman* 
from  Minnesota  [Mr.  MacGregor],  and 
the  Senator  from  Massachusetts  [Mr. 
Kennedy]  . 

The  needs  for  resettlement  of  some  of 
the  people  of  the  world  have  materially 
changed  in  recent  years  but  our  Govern¬ 
ment  and  our  citizens  have  continued  to 
play  a  leading  role  in  providing  both 
material  assistance  and  resettlement 
opportunities  to  refugees.  In  large  part 
through  special  legislation  well  over  a 
million  refugees  have  been  admitted  to 
the  United  States  of  America  since  the 
end  of  World  War  II.  I  am  proud,  Mr. 
Speaker,  of  the  leadership  my  country 
has  provided  for  ICEM.  I  call  to  your 
recollection  the  part  played  by  our  late 
great  colleague,  Tad  Walter,  in  con¬ 
ceiving  and  founding  ICEM,  and  the  con¬ 
tribution  of  our  late  great  colleague, 
Chauncey  Reed,  in  writing  the  constitu¬ 
tion  for  this  great  organization. 

In  our  changing  times  the  problem  of 
European  refugees  is  vastly  different 
from  that  which  confronted  us  at  the 


end  of  World  War  n.  The  unsettled 
conditions  of  the  world,  the  existence;  of 
governmental  systems  based  upon''  the 
denial  of  human  rights,  the  denial  of 
equal  opportunity  and  the  refusal  to  re¬ 
spect  the  dignity  of  the  individual,  all  of 
these  bear  eloquent  testimony  to  the 
continued  need  for  our  united  efforts  to 
resolve  the  problems  of  refugees. 

The  current  situation  .and  the  present 
trends  in  European  migration  were  ably 
reviewed  before  the  Council  in  Geneva  by 
ICEM’s  Deputy  Director,  Walter  M.  Best- 
erman,  who  served  as  our  counsel  for 
19  years.  The  record  he  made  in  serving 
the  Judiciary  Committee  is  well  known 
to  you  all.  The  contribution  he  is  now 
making  in  his  post  at  ICEM  has  received 
acclaim  and  recognition  worldwide. 

For  thjz information  of  the  House,  Mr. 
Besterman’s  address  follows: 

/  i 

Mix  Chairman,  I  have  been  requested  by 
thaUDirector  to  review  briefly  with  the  Coun¬ 
cil Document  MC/736  which  contains  a  report 
/ 6n  our  operations  in  two,  usually  referred  to 
as  classic,  fields  of  operations,  namely,  na¬ 
tional  migration  and  refugee  migration.  As 
you  will  have  noted,  the  document  is  divided 
into  two  parts:  “Chapter  1,  National  Migra¬ 
tion,”  and  “Chapter  2,  Refugee  Migration.” 
I  shall  refer  first  to  national  migration. 

The  results  of  our  operations  in  1965  re¬ 
flect,  in  our  opinion,  the  situation  which 
exists  in  the  migrant-sending  countries,  the 
countries  of  Western  Europe.  They  do  not 
reflect  the  situation  as  it  exists  in  the 
migrant-receiving  countries  where  require¬ 
ments  of  national  policy — that  is  the  will¬ 
ingness,  the  economic  considerations,  but 
also  the  ever-present  generosity — represent 
an  attitude  of  open  doors.  To  state  it  with 
more  precision,  there  are  many  overseas 
countries  willing  to  offer  hospitality  to 
Europeans  desiring  to  migrate  at  this  time, 
although  the  numbers  of  such  Europeans  are 
diminishing. 

Nevertheless,  in  our  daily  operations  we 
are  faced  with  a  flow  of  people  who,,  even 
though  benefiting  from  the  prosperity  of 
Europe  of  today,  desire  to  seek  new  opportu¬ 
nities  in  new  lands,  hoping  that  life  might 
be  better  there  for  themselves  or  for  their 
children.  It  is  the  urge  for  betterment  in 
faraway  lands  that  probably  goes  back  at 
least  some  3,000  years:  human  beings  will 
always  be  on  the  move.  It  is  a  demonstra¬ 
tion  of  their  vitality.  They  are  entitled  to  ex¬ 
press  it  and  this  community  which  comprises 
governments  believing  in  freedom  of  move- 
Snent  is  the  expression  of  recognition  of  the 
legitimacy  of  this  ever-present  desire  for  a 
change. 

InVthe  national  migration  sector  we  have 
achieved  or  are  about  to  achieve — we  still 
have  1  xnonth  to  go  of  this  year — the  targets 
set  forth\in  1964  when  we  first  presented  to 
this  gouncil  our  estimates  of  movements. 
The  deviation  from  the  target  will  not  exceed 
10  percent — intolerable  discrepancy  when  you 
consider  that  Nye  have  to  estimate  not  only 
the  possibility  \f  movements  but  also  the 
will  of  the  individual  to  move  at  least  12  to 
18  months  ahead  orUime. 

The  various  programs  and  related  statis¬ 
tical  data  are  a  part  of  the  paper  before  you 
and  there  is  probably \io  need,  Mr.  Chair¬ 
man,  for  me  to  review  tne  items  separately. 
There  is,  however,  one  important  point  to  be 
made.  In  presenting  to  youf  ladies  and  gen¬ 
tlemen,  the  figures  reflectingNour  operations 
we  are,  of  course,  speaking  of  quantity.  But 
in  the  area  of  our  efforts  to  supply  the  Latin 
American  countries  with  the  most  desirable 
type  of  migrant,  that  is  the  higlnv  skilled 
migrant,  the  statistics  do  not  reflect  our 
achievements.  I  would  respectfully  submit 
that  they  do  not  reflect  the  significance  of 
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their  desire  to  have  the  Gordian  knot  cut, 
rather  than  float  between  what  has  been 
adbandoned  as  home  and  what  has  never 
become  one.  More  and  more  of  them  Just 
want  to  settle  down,  with  their  families, 
overseas,  in  a  new  abode. 

Let  me  suggest,  Mr.  Chairman,  that  in 
analyzing  our  narrative  and  our  statistics  re¬ 
garding  national  migration,  it  must  be  real¬ 
ized  that  many  aspects  of  the  current  intra- 
European  migration  tend  to  increase  ICEM’s 
task  in  the  sector  of  national  migration 
overseas  rather  than  to  relieve  us  of  it.  I 
wish  to  inform  the  Council  that  ICEM’s 
Director  is  aware  of  that  situation.  A  re¬ 
cently  constituted  internal  staff  task  force 
will  attempt  to  establish  ICEM’s  position  in 
that  regard  so  that  we  may  be  ready  to  re¬ 
spond  to  the  wishes  of  the  member  govern¬ 
ments  whenever  their  interests  would  re¬ 
quire  our  action. 

Mr.  Chairman,  the  primary  purpose  of 
chapter  2  of  the  report  before  you  is  to  an¬ 
swer  several  questions  frequently  asked  in 
the  Subcommittee  on  Budget  and  Finance, 
in  the  Executive  Committee  and  in  this 
Council:  Who  are  the  refugees  of  today? 
Why  do  they  become  refugees?  How  many 
refugees  are  there? 
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our  operations,  because  in  that  particular 
field  we  are  not  dealing  with  quantity.  We 
are  dealing  here  in  quality,  and  no  statis¬ 
tician  could  report  adequately  on  that  par¬ 
ticular  aspect  of  our  operations. 

There  is  another  aspect  which  weighs 
heavily  on  whatever  we  do  in  the  field  of  na¬ 
tional  migration;  it  is  the  prosperity  of  Eu¬ 
rope,  the  tight  Jabor  market  for  skilled,  semi¬ 
skilled,  and  even  unskilled  workers.  There 
are  job  vacancies  in  Europe  far  in  excess  of 
labor  supply.  That  situation  has  created  the 
phenomenon  of  intra-European  migration  in 
size  unequalled  in  history.  We  have  to  agree, 

I  believe,  on  certain  terms  before  we  proceed 
any  further  in  assessing*  the  role  of  overseas 
migration  as  compared  to  intra-European 
migration.  The  migrant  seeking  resettle¬ 
ment  abroad  seeks  a  new  way  of  life,  if  not  a 
new  life.  The  intra-European  migrant  of 
today,  with  very  few  exceptions  indeed,  seeks 
to  enhance  his  fortune  for  a  few.  years  and 
plans  to  return  home.  Well,  whether  he 
actually  returns  home,  or  moves  to' another 
foreign  land,  time  alone  will  tell.  Whether 
he  finds  satisfactory  conditions  in  his  home 
country  upon  return,  particularly  when  cam- 
pared  to  the  conditions  in  which  he  livfed 
temporarily,  is  again  another  story.  Whether,, 

any  country  in  Europe  will  impose  the  weight \  j  am  most  grateful  to  my  good  friend  the 
of  a  recession  exclusively  or  even  partially  on  distinguished  representative  of  the  United 
the  foreign  workers,  whether  the  sad  story  of 
the  1930’s  is  at  all  likely  to  repeat  itself  and 
whether  we  might  see  again  the  trains  in 
which  foreign  workers  were  shipped  home,  is 
one  more  of  the  question  marks  hanging  over 
intra-European  migration. 

These  and  other  questions  are  of  consid¬ 
erable  significance,  economic  and  political, 
to  Europe.  No  wonder  the  OECD  has  ini¬ 
tiated  a  study  in  depth  of  the  uniquely  com¬ 
plicated  phenomenon  of  intra-European 
migration. 

Although  it  is  conceded  that  efforts  are 
made  to  afford  the  intra-European  migra¬ 
tory  worker  virtually  the  same  entitlements 
to  social  welfare  protection  as  those  enjoyed 
by  the  native  worker,  vast  discrepancies  exist 
in  fact.  Housing  problems  beset  the  intra- 
European  migratory  worker.  The  rather 
cruel  rule  “no  house,  no  wife,  no  children” 
causes  hardship  due  to  separation  of  families 
and  tends  to  produce  mounting  social  prob¬ 
lems.  Acquisition  of  citizenship,  the  great 
symbol  of  achieved  assimilation,  is  another 
facet  of  the  unhappy  situation  in  which 
many  intra-European  migrant  workers  find 
themselves.  Reasonably  expeditious  nat¬ 
uralization,  the  rule  of  the  countries  offer¬ 
ing  permanent  resettlement,  is  an  excep¬ 
tion  in  Europe,  practiced  in  but  very  few 
countries. 

These,  Mr.  Chairman,  are  only  some  of  they 
highlights  of  the  intra-European  migration 
dilemma  brought  out  recently  by  a  renowned 
American  scholar.  Prof.  C.  P.  Kindlebergei(  of 
the  great  MIT,  the  Massachusetts  Institute 
of  Technology,  in  a  dispassionate,  thorough 
analysis  published  in  my  countryV'  leading 
political  journal,  Foreign  Affairs.  Tne  danger 
to  quote  Professor  Kindlebergeryas  he  sums 
it  up,  is  “that  the  mass  migrymt  of  today 
will  become  a  man  without  country,  one 
who  has  left  one  life  and  fiaus  that  he  can¬ 
not  stay  where  he  is  and/cannot  go  home 
again.  The  problem  of  belonging,”  says  Pro¬ 
fessor  Kindleberger,  'As  difficult  enough 
within  one’s  own  borders.  Unless  Europe 
achieves  a  social  and/political  identity  it  may 
develop  a  problem/ftf  flying  Mediterraneans, 
restless  spirits  wiyh  no  home.” 

What  the  great  Massachusetts  economist 
is  writing  aboyrt,  and  what  the  OECD  is  con¬ 
cerned  witbyhas  not  escaped  ICEM’s  atten¬ 
tion.  We  ayfe  aware  of  intra-European  work¬ 
ers  who,  yhile  still  in  the  host  country,  ap¬ 
proach  our  missions,  the  immigration  officers 
of  our  overseas  member  governments  and  the 
voluntary  agencies,  with  requests  for  counsel, 
advice  and  assistance  in  obtaining  doc¬ 
umentation  enabling  overseas  migration  In 
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itions  High  Commissioner  for  Refugeesy 
Mr\Jamieson,  for  relieving  me  of  about  on§ 
halfNrf  my  task  by  having  stated  his  high 
fice’s  ’finding  that  the  European  refugees, 
contrar\  to  certain  unfounded  beliefy still 
exist,  nothin  diminishing  numbers,  Rjnd  still 
not  only  Request  but  are  most  deserving  of 
assistance. 

In,  the  paper,  before  you  there  *ire  set  forth 
three  conclusions  reached  from  an  assess¬ 
ment  of  the  reasons  causing  khe  continuous 
appearance  of  European  refugees. 

The  first  stems  from  those  political  devel¬ 
opments  taking  placeSsince  the  end  of  World 
War  II  which  have  andVre  creating  new  sov¬ 
ereignties,  new  independent  countries,  based 
predominantly  on  religious  and  racial  prin¬ 
ciples.  I  am  speaking  oK former  colonial 
possessions  or  former  dependencies  which 
have  joined  the/xamily  of  free\nations,  have 
found  recognition  by  other  countries,  and 
became  members  of  the  United  Nations.  In 
these  countries  there  remains  a  considerable 
residue  of/persons  of  European  ethnic  origin 
who  are/the  minorities,  national  or 'ethnic 
minorities,  formerly  the  privileged  Nines, 
presmftly  the  underprivileged  or,  in  plain 
woids,  the  people  who  are  not  wanted  th«e 
any  more.  There  may  be  room  for  some  dif 
u-entiation  as  to  whether  they  are  subject' 
persecution  or  to  pressure.  In  fact,  it 
would  be  but  a  play  on  words.  In  reality 
they  become  refugees  because  they  not  only 
desire,  but  must,  eventually,  leave  the  places 
of  their  historical  abode. 

Simple  arithmetic  tends  to  indicate  that 
this  is  a  continuing  problem.  That  conclu¬ 
sion  is  inescapable  if  you  but  count  noses 
or  heads  and  keep  in  mind  that  not  all  of 
them  will  be  able  to  leave  within  a  year,  or 
2  years,  or  5. 

Our  second  conclusion  relates  to  the  well- 
known  group  of  people  who  are  not  in  ac¬ 
cord  with  and  do  not  accept  the  rule  of  the 
regimes  installed  in  Eastern  Europe  in  the 
post-war  period.  Registering  their  dissatis¬ 
faction  and  opposition  to  the  regimes  which 
do  not  believe  in  and  do  not  adhere  to  prin¬ 
ciples  of  freedom,  to  free  choice  of  employ¬ 
ment  and  movement,  these  refugees  stream 
into  Western  Europe,  into  the  countries  of 
temporary  asylum,  seeking  permanent  re¬ 
settlement. 

The  third  conclusion  reflects  the  history 
of  the  last  20  years,  the  history  of  the  efforts 
made  by  UNRRA,  and  by  IRO,  and  by  this 
organization  which  made  it  possible  for  well 
over  two  million  refugees  to  be  resettled  in 
many  overseas  countries  and  in  many  coun¬ 
tries  of  Western  Europe.  Opportunities 


exist  now  for  their  close  relatives  to  Joi^ 
them.  What  these  opportunities  are  to 
attributed  to  is  rather  difficult  to  de 
It  could  be  that  certain  governments  of  . 
ern  Europe  have  decided  that  it  is  better  to 
let  the  people  go  for  the  simple  reason  that 
their  departure  would  leave  less  mouths  to 
feed,  or  would  mean  less  communication  be¬ 
tween  the  refugees  resettled  in  thfe  free  world 
and  their  relatives  still  enclosed  in  certain 
areas.  Any  other  guess  could/be  Just  as  cor¬ 
rect  as  these  theories  are.  Nevertheless,  the 
fact  remains  that  these  people  now  have  the 
possibility  to  leave,  and  tile  long  overdue  and 
much  desired  family  ^reunion  could  take 
place. 

Thus,  Mr.  Chairman,  in  these  three  find¬ 
ings  we  have  attejnptetd  to  determine  the 
motivations  of  tjfe  refugees  and  to  answer 
the  questions:  JWho  are  they,  and  why  do 
they  become  refugees?  Their  numbers  are 
reflected  on  page  8  of  the  document.  Having 
gone  back  to  the  world  refugee  year,  1960, 
when  the/old  static  camps  of  unfortunate 
memory  Ai  ad  begun  to  disappear  and  were 
being  replaced  by  just  a  few  camps  presently 
in  operation,  camps  in  the  nature  of  transit 
centers  characterized  by  a  fortunately  short 
stay  of  refugees,  we  find  that  the  level  of 
rbvements  remains  practically  stable.  It 
iiffers  from  year  to  year  by  not  more  than  10 
percent.  Here  then  is  the  indication  of  both 
the  continuity  and  the  stability  of  the  flow 
as  another  part  of  our  assessment. 

Having  looked  at  the  motives  and  the 
numbers  of  refugees,  we  have  attempted  to 
refine  the  categorization  of  refugees  as  first 
presented  to  the  Council  a  year  ago.  We 
have  found  that  it  is  possible  to  categorize 
the  refugees  for  operational  and  budgetary 
purposes  regardless  of  geographical  areas, 
regardless  of  their  location,  as  these  con¬ 
siderations  have,  in  our  opinion,  no  bearing 
on  either  the  legitimacy  of  their  claim  to 
refugee  status  or  their  eligibility  for  assist¬ 
ance  as  refugees.  We  have  now  based  our 
categorization  on  the  legal  status  of  the 
refugees.  In  the  proposed  category  No.  1  we 
place  the  refugee  who,  having  found  himself 
in  an  area  of  asylum,  requires  our  services  in 
terms  of  counseling,  assistance  in  obtaining 
immigration  documentation  and  expeditious 
movement  to  resettlement.  In  category  No. 
2  we  propose  to  place  the  refugee  who  leaves 
the  country  of  his  residence  with  a  visa  to 
final  destination  and  requires  our  assistance 
in  transit  only,  in  arranging  his  expeditious 
onward  transportation.  Then  comes  our  new 
category  No.  3  where  we  propose  to  assign 
displaced  Europeans  for  many  years  re¬ 
ferred  to  as  “ethnic  refugees.”  This  is  the 
roup  I  tried  to  characterize  in  the  terms  of 
fihnic  or  religious  minorities  who,  for  a 
variety  of  reasons,  are  the  victims  of  op- 
pesWve  measures  in  the  areas  of  their  his- 
toricM  abode. 

The\ast  categories,  No.  4  and  No.  5,  the 
first  relating  to  Cuban  refugees  departing 
from  Spain  mostly  to  the  United  States,  and 
the  latter  Including  solely  the  European  ref¬ 
ugees  leaving  China  through  Hong  Kong, 
could  also  be  placed  in  category  No.  1  as  they 
definitely  are  asylum  seekers.  For  reasons 
of  convenience  Nether  than  anything  else 
these  categories  were  separated.  This  ad¬ 
ministration  belieiNs  that  the  problem  of 
European  refugees  transiting  through  Hong 
Kong  is  nearing  its  nhal  solution.  It  may 
continue  for  another  Pior  8  months,  but 
probably  would  not  extend\beyond  1966.  The 
problem  of  the  Cuban  refugees  who,  in  a 
roundabout  way,  attempt  to  reach  the  United 
States  via  Spain  may  or  maV not  be  close 
to  a  solution,  but  it  represent^ an  entirely 
separate  program.  No  ICEM  funHs  are  used 
for  this  program;  the  funds  are  derived  from 
other  sources;  we  offer  transport  sevites  only, 
on  a  fully  reimbursable  basis.  These\re  the 
reasons  for  treating  separately  categories  No. 
4  and  No.  5. 

It  is  the  Director’s  hope,  and  we  are  gll 
to  have  obtained  last  week  the  endorsement 
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HIGHLIGHTS:  Senate  passed  community  development  districts  bill.  House  committees 

reported  agricultural  appropriation  and  participation  salts  bills.  Sen.  Moss  re¬ 
quested  forest  roads^trails  increase.  Sen.  Proxmire  defended  farmers  and  commended 
school -milk  increas'e.  Sen.  Mondale  inserted  Grange  letter  defending  Secretary  Free 
man.  Rep.  Albert/7 reported  state  of  Nation's  agriculture  good.  House  subcommittee 
voted  to  report/di verted  acreage  allotment  bill. 

SENATE 

1.  COMMUNITY  DEVELOPMENT  DISTRICTS.  Passed,  43-21,  with  amendments^,  2934, 
authorizing  grants  for  comprehensive  planning  for  public  services\and  eve  op- 

(nt  in  community  development  districts  approved  by  the  Secretary  df  /gncul  • 
:ure.  Agreed  to  a  Lausche  amendment  to  limit  HUD  grants  to  the  present  autho 
rization.  Agreed  to  an  Ellender  amendment  to  strike  out  the  appropriation 
authorization,  pp.  8474-88 

2.  FOREST  ROADS.  Sen.  Moss  offered  and  discussed  an  amendment  to  S.  3155,  the 
road  authorization  bill,  to  increase  forest  roads  and  trails  from  $85  millioT 


\  to  $150  million  for  the  fiscal  year  1968  and  from  $110  million  to  $150  milliony 
for  the  fiscal  year  1969.  p.  8449 

3.  FARM  PROGRAM;  SCHOOL  MILK.  Sen.  Prpxmire  defended  farmers,  inserted  an  article 
on  this  subject,  and  praised  the  Whitten  subcommittee  for  increasing  the /school 
milk  program,  pp.  8455-7 

SenAMondale  commended  recent  accomplishments  in  increasing  farm  i  fcome  and 
inserted  a  letter  from  the  National  Grange  defending  Secretary  Freeip^  .  pp 
8467-9 


up  and  ap*-. 
or  and  related 


4.  APPROPRIATIONS/  On  Apr.  22  an  appropriations  subcommittee 

proved  for  fullXcommittee  consideration  H.  R.  14215,  the 
agencies  appropriation  bill.  p.  D342 

The  Appropriations  Committee  ordered  favorably  report*  *>ith  amendments 
H.  R.  14012,  secona\^upplemental  appropriation  bill,  whi<  nay  be  debated 
Apr.  27.  p.  D342 

5.  ADJOURNED  until  Wed.,  Ap\  27.  p,  8491 

HOUSE 

6.  AGRICULTURAL  APPROPRIATION  BIL1\  1967.  On  22,  during  adjournment,  the 

Appropriations  Committee  reported  this  bi  R.  14596  (H.  Rept.  1446) 

(p.  8439).  Attached  to  this  Digest  is  a  E  the  committee  report,  which 

includes  a  summary  table  reflecting  commi  :tion  on  the  bill. 

7.  LOANS,  The  Banking  and  Currency  Committee  reported  with  amendments  H.  R.  14544, 

the  proposed  Participation  Sales  Act  of  1966  (H.  Rept.  1448),  and--S-. — 2499 , — to- 
amend  the  Small  Business  Act  to  authorise  issuance  and  oale  of  participation- 

interests  based  on  certain-  loan  pools  held  by- the  Small  Business  Administra¬ 

tion—  (-H. — Rept . — 144 7 )■ .  p.  8439 

Rep.  Talcott  stated  the  participation  sales  bill  is  being  "rammed  through 
the  committee  and  the  Congress  before  even  Members  of  Congress  can  understand 
it  or  evaluate  the  consequences."  pp.  8389-90 


8.  FOREIGN  AID.  Passed  without  amendment  H.  R.  12617,  N;o  increase  from  $12  millioi^ 

to  $25  million  the  amo>mt  authorized  to  be  appropriated  in  any  fiscal  year  for 
obligation  and  expenditure  in  accordance  with  programsv approved  by  the  Presi¬ 
dent  for  certain  activities  within  the  Ryukyu  Islands.  \pp.  8379-86 

9.  ACREAGE  ALLOTMENT/  A  subcommittee  of  the  Agriculture  Committee  approved  for 

full  committee /action  H.  R.  13057,  amended,  to  amend  the  provisions  of  law 
relating  to  the  planting  of  crops  on  acreage  diverted  under  th^  cotton,  wheat, 
and  feed  grains  program,  p.  D344  ‘  • 

/  4 

10.  INFLATION/  Rep.  Pelly  spoke  in  favor  of  "a  modest  reduction  in  Government  non- 

defensq/ expenditures"  to  curb  inflation  rather  than  an  income  tax  increase  and 
urged/such  consideration  on  pending  appropriation  bills,  p.  8378 

11.  FARJyf  PROGRAM.  Rep.  Albert  stated  that  the  state  of  our  Nation's  agriculture  is 

good  and  inserted  articles  defending  the  President  and  Secretary  Freeman 
against  accusations  of  placing  the  blame  for  "high  food  prices  on  farmers.1' 

'  pp.  8396-7 
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April  25,  1966. — Committed  to  the  Committee  of  the  Whole  House  on  the 
State  of  the  Union  and  ordered  to  be  printed 


Mr.  Patman,  from  the  Committee  on  Banking  and  Currency, 

submitted  the  following 


REPORT 

together  with 
MINORITY  VIEWS 


[To  accompany  H.R.  14544] 


w, 

► 


i  The  Committee  on  Banking  and  Currency,  to  whom  was  referred 
the  bill  (H.R.  14544)  to  promote  private  financing  of  credit  needs 
and  to  provide  for  an  efficient  and  orderly  method  of  liquidating 
financial  assets  held  by  Federal  credit  agencies,  and  for  other  purposes, 
having  considered  the  same,  report  favorably  thereon  with  amend¬ 
ments  and  recommend  that  the  bill  as  amended  do  pass. 

The  amendments  are  shown  in  the  reported  bill. 

Purpose  op  the  Bill 


.01 

i 


H.R.  14544,  as  amended  by  the  committee,  is  designed  to  provide 
an  efficient  and  orderly  method  of  liquidating  financial  assets  held  by 
Federal  credit  agencies  and  to  carry  forward  the  objective  of  sub¬ 
stituting  private  for  public  credit  in  funding  the  loan  programs.  It 
would  accomplish  this  by  enabling  these  agencies,  with  the  approval 
of  the  Congress,  to  enter  into  trust  agreements  with  the  Federal 
National  Mortgage  Association  whereby  FNMA  would  sell  participa¬ 
tion  certificates  based  on  a  pool  or  pools  of  Federal  credit  agency  loans. 


Background  of  Legislation 


H.R.  14544  carries  forward  and  makes  more  effective  a  public  policy 
of  long  standing  of  encouraging  maximum  reliance  upon  private 
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financial  institutions  to  meet  the  credit  needs  of  the  economic  system.  1 
This  has  been  done  in  the  past  through  three  major  approaches:  jl 

(1)  By  chartering,  supervising,  and  insuring  in  whole  or  in 
part  the  deposit  accounts  of  14,000  banks  and  4,500  savings 
and  loan  associations  which  provide  much  of  the  Nation’s 
credit  requirements. 

(2)  By  insuring  or  guaranteeing  a  substantial  volume  of 
loans  made  by  private  lenders— currently  almost  $100 
billion. 

(3)  By  encouraging  private  lenders  to  purchase  or  refinance 
direct  loans  previously  made  by  Government  lending 
agencies  and  now  included  in  the  present  $33  billion  port¬ 
folio  of  such  agencies. 

The  last  of  these  three  methods,  sale  of  direct  Government  loans, 
has  had  only  limited  success.  The  Government  loan  portfolio  has 
continued  to  increase  year  by  year. 

To  provide  a  more  efficient  method  of  stimulating  private  invest*’ 
ment  in  Government  loans,  the  Export-Import  Bank  since  1962,  and 
the  Federal  National  Mortgage  Association  (as  trustee  on  behalf  of 
its  own  and  VA  loan  programs)  since  1964,  have  been  pooling  blocks 
of  loans  owned  by  them,  and  selling  guaranteed  certificates  of  participa¬ 
tion  of  such  loan  pools.  In  the  4-year  period  over  $3.3  billion  of  such 
certificates  have  been  successfully  sold. 

In  January  1965  budget  message,  the  President  recommended  that  I 
the  Small  Business  Administration  also  be  authorized  to  pool  and  sell 
participation  certificates  in  its  loans  through  a  trust  administered 
by  the  Federal  National  Mortgage  Association.  Legislation  to  provide 
such  authority,  S.  2499,  has  been  approved  by  the  Senate,  and  has  been 
favorably  reported  by  your  Banking  and  Currency  Committee. 

In  his  January  1966  budget  message,  and  in  his  recent  letter  to 
the  Speaker,  the  President  has  proposed  that  this  proven  method  of 
participation  sales  be  made  available  upon  a  governmentwide  basis, 
thus  increasing  substantially  the  potential  private  investment  in 
loans  initially  made  by  Government  lending  agencies. 


General  Statement  | 

Even  with  these  major  efforts  to  draw  on  private  credit,  the  volume 
of  direct  Federal  loans  outstanding  has  increased  in  recent  years. 
It  was  $25.1  billion  on  June  30,  1961,  and  $33.1  billion  on  June  30, 
1965.  The  estimated  level  for  June  30,  1966,  is  $33.3  billion  assuming 
completion  of  the  sales  indicated  in  the  latest  budget  document. 
Under  the  proposed  program  of  asset  sales,  the  volume  of  direct 
Federal  loans  outstanding  would  decline  to  $31.5  billion  on  June  30, 
1967. 

H.R.  14544  would  broaden  and  make  available  on  a  Government¬ 
wide  basis  authority  for  the  sale  of  participations  in  pools  of  financial 
assets  now  owned  by  Federal  credit  agencies.  This  would  be  accom¬ 
plished  by  revising  the  authority  provided  in  1964  under  which  the 
Federal  National  Mortgage  Association  as  trustee  sells  certificates 
of  participation  in  pools  of  assets  set  aside  by  the  Veterans’  Adminis¬ 
tration  and  by  the  special  assistance  functions  and  the  management 
and  liquidating  program  of  FNMA,  and  by  making  related  changes 
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in  statutes  of  other  agencies  to  permit  such  agencies  to  make  use  of 

participation  sales  methods.  .  .  ,  , 

The  broadened  program  of  asset  sales  m  fiscal  year  1967  is  expected 
to  include  sales  of  participations  in  assets  of  the  Farmeis  Home 
Administration,  the  Office  of  Education,  the  college  housing  program, 
the  public  facility  loan  program  and  the  Small  Business  Admmis- 

11  Vhe  centralization  of  the  participation  sales  activity  in  FNMA,  by 
building  on  an  already  successful  body  of  market  experience,  will 
help  to  assure  the  orderly  and  most  economical  sale  of  this  pap ei. 

It  will  also  assure  the  effective  coordination  of  these  offerings,  not 
only  with  one  another  but  also  with  the  Treasury’s  own  debt  manage¬ 
ment  operations.  The  alternative  of  having  each  of  the  agencies 
involved  conduct  its  own  sales  operation  would  greatly  complicate 
the  coordination  problem,  would  produce  a  wasteful  duplication  ot 
efforts,  and  would  result  in  a  less  effective  and  more  costly  operation 
I  for  the  Federal  Government.  Under  the  guidance  of  h  JN  MA,  the 
“  asset  sales  undertaken  for  newer  programs,  less  well  known  to  the 
market,  would  gain  the  benefit  of  seasoning  and  experience  that  has 
been  built  up  already  through  the  FNMA  operations. 

Another  advantage  of  the  pool  arrangements  goes  back  to  the  tact 
that  a  number  of  sound  Federal  loans  carry  interest  rates  significantly 
below  levels  at  which  private  lenders  would  be  willing  to  invest  their 
funds  in  the  present  market.  These  rates,  in  many  cases,  have  been 
written  into  the  legislation  setting  up  the  programs.  While  the 
relatively  low  rates  do  not  make  the  loans  any  less  sound,  these 
rates  do  mean  that  such  loans  could  be  sold  directly  to  private  m\  estois 

only  at  substantial  discounts.  .  ,  ,  ,  ,  •  ,  . 

H  R  14544  would  make  it  possible  to  include  such  loans  m  market¬ 
able’ pools  by  providing,  in  effect,  means  for  the  agency  owning  the 
loans  to  make  supplementary  payments  to  the  trustee  of  the  pool 
to  cover  the  interest  insufficiency.  The  supplementary  payments 
would  be  subject  to  the  effective  approval  of  the  Appropriations 
Committees  since  these  committees  would  authorize  the  amounts 
of  any  issues  of  participations.  Section  2(b)(4)  of  the  bdl  specifically 
provides  that  the  amount  of  any  participation  issues  be  within  aggre- 
1  crate  principal  amounts  authorized  in  advance  in  appropriation  acts. 

“  °  A  further  advantage  of  the  pool  arrangements  is  m  their  ability  to 
draw  into  the  financing  of  public  credit  programs  practically  all  sectors 
of  the  capital  markets.  Many  segments  of  the  market  cannot  deal 
in  individual  mortgages.  Other  sectors  are  not  able  to  purchase 
individual  business  or  college  housing  loans.  But  almost  all  segments 
of  the  market  are  potential  investors  in  pool  certificates,  i  wo  conse¬ 
quences  flow  from  this:  First,  the  market  for  a  number  of  particular 
types  of  credit  instruments  is  substantially  broadened;  and  second 
sales  of  participations  do  not  disrupt  particular  segments  of  the  capita 
markets,  as  might  be  the  case  if  the  mortgages  or  loans  were  sold 

mdividuafiy^n  inted  out  on  some  occasions  that  the  sale  of  Federal 
credit  program  financial  assets,  whether  through  participation  certifi¬ 
cates  or  other  means,  is  more  expensive  than  financing  through  the 
direct  issue  of  Treasury  obligations  This  is  true,  although  the  cost 
difference  has  proved  to  be  relatively  minor.  For  example,  rNAlA 
participation  certificates  have  been  sold  at  rates  roughly  one-fourth 
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of  1  percent  above  Treasury  issues  of  comparable  maturity;  and  it  is 
entirely  possible  that  the  margin  may  diminish  as  the  market  gains 
experience  with  these  high-quality  credits. 

Moreover,  carried  to  its  logical  conclusion,  this  argument  would 
have  the  Treasury  financing  directly  all  of  the  Federal  insurance  and 
guarantee  programs,  since  it  can  obviously  do  this  more  cheaply  than 
the  private  market.  Other  types  of  credit,  now  handled  entirely  in 
the  private  market,  could  also  be  financed  more  “cheaply”  by  the 
U.S.  Treasury.  Your  committee  wishes  to  retain,  however,  the  | 
principle  that  the  allocation  of  credit  for  essentially  private  purposes  | 
should  be  a  function  of  the  private  market.  By  the  same  token,  this  '! 
position  does  not  mean  to  imply  that  existing  or  new  social  and/or 
economic  programs  requiring  Federal  Government  sponsorship  and/or 
direct  financing  should  be  curtailed  or  ceased. 

Section-by-Section  Analysis  of  H.R.  14544 

Section  1 .  Short  title  W 

The  bill  would  be  cited  as  the  “Participation  Sales  Act  of  1966.” 

Section  2.  Amendments  to  section  202(c)  of  the  Federal  National  Mort¬ 
gage  Association  Charter  Act 

Subsection  (a)  would  amend  existing  section  302(c)  of  the  Federal 
National  Mortgage  Association  Charter  Act  to  accommodate  the 
provisions  of  new  paragraphs  (2),  (3),  and  (4).  The  first  and  second 
amendments  are  technical.  The  purpose  of  the  third  amendment  is 
to  qualify  for  inclusion  in  participation  trusts,  securities  held  by 
various  Government  agencies  even  though  they  may  not  be  within 
the  technical  definition  of  obligations.  The  fourth  amendment  would 
exempt  participation  certificates  issued  pursuant  to  this  act  from  all 
regulation  by  the  Securities  and  Exchange  Commission.  The  fifth 
amendment  would  repeal  the  existing  authority  for  appropriations  to 
offset  differentials  arising  from  the  issuance  of  participations  based  on 
below-market  interest  rate  mortgages  insured  under  section  221(d)(3) 
of  the  National  Housing  Act;  this  repeal  is  appropriate  because  of 
substitute  arrangements  provided  in  subsection  (b)  of  section  2  of 
the  bill.  ^ 

Subsection  (b)  would  add  new  paragraphs  (2),  (3),  and  (4),  to  sec-B 
tion  302(c)  of  the  FNMA  Charter  Act.  New  paragraph  (2)  would ^ 
authorize  the  head  of  any  executive  department,  agency,  or  instru¬ 
mentality  of  the  United  States  to  set  aside  a  part  or  all  of  any  financial 
assets  held  by  him,  subject  them  to  trust  or  trusts,  and  require  him 
to  guarantee  to  the  trustee  the  timely  payment  of  principal  and 
interest  on  the  assets  so  set  aside.  Under  the  trust  instrument 
FNMA  would  act  as  trustee,  and  title  to  the  obligations  so  set  aside 
would  be  deemed  to  have  passed  to  FNMA  in  trust.  The  custody, 
control,  and  administration  of  the  obligations,  however,  would  remain 
in  the  trustor,  subject  to  transfer  to  the  trustee  in  event  of  default 
in  the  payment  of  principal  and  interest  of  the  related  participation 
certificates  issued  by  the  trustee.  The  trust  instrument  would  re¬ 
quire  the  trustee  to  pay  promptly  to  the  trustor  the  full  net  proceeds 
of  any  sale  of  participations,  and  require  the  trustor  to  treat  the 
proceeds  as  otherwise  provided  by  the  law  for  direct  sales  or  repay¬ 
ments  of  such  obligations.  To  facilitate  liquidation  of  assets,  because 
of  prepayments  or  defaults  and  to  release  assets  for  direct  sale,  any 
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trustor  would  be  authorized,  through  the  facilities  of  the  trustee,  to 
acquire  outstanding  participations  to  the  extent  of  his pJesP°^s^lhh f 
to  the  trustee.  Any  trustor  would  also  be  authorized  to  pay  > 
proper  share  of  the  costs  and  expenses  incurred  by  the  trustee.  In 
contrast  to  the  approach  of  the  1964  legislation  on  this  subject,  the 
I  trust  or  trusts  to  be  created  under  this  legislation,  as  well  as  the  trusts 
■  created  under  the  1964  legislation  from  now  on,  are  to  be  categorized 
for  tax  purposes  as  associations  taxable  as  corporations,  and  not  as 
true  trusts.  However,  a  special  exemption  is  provided  so  that  the 
interest  income  will  not  be  subject  to  tax.  Since  these  trusts  are  asso¬ 
ciations  taxable  as  corporations  and  exempt  from  tax,  any  income 
received  by  participation  holders  will  be  fully  taxable.  Because  the 
trusts  are  not  themselves  taxable,  the  dividends  received  by  cor¬ 
porate  participation  purchasers  will  not  be  eligible  under  the  Interna 
Revenue  Code  for  the  85-percent  dividends  received  deduction,  or, 
in  the  case  of  individuals,  the  $100  dividend  exclusion 
k  New  paragraph  (3)  would  authorize  any  trustor  to  fulfill  his  touar 
I  an  tee  of  the  timely  payment  of  obligations  subjected  to  a  trust  by 
isin'  any  appropriated  funds  or  other  amounts  available  to  him  for 
the  general  purposes  or  programs  to  which  the  obligations  subject  < 

t°Newtparagraph  (4)  would  require  that  before  any  given  amount  of 
beneficial  interests  could  be  issued  for  the  account  of  any  trustor  (that 
is  before  participations  could  be  issued  which  would  provide  the  giv  en 
amount  of  funds  for  the  given  agency)  approval  for  the  issuance  of 
that  amount  for  the  account  of  that  agency  would  have  to  be  granted 

1U  New  pParagraph10(5)  would  expressly  authorize  FNMA  as  trustee 
to  issuePancf  sell  participations  even  if  the  aggregate  receipts  from 
obligations  subject  to  the  related  trust  are  insufficient  to  permit  the 
payment  by  the  trustee  of  all  interest  or  principal  on  the  participations. 
The  authorization  pursuant  to  paragraph  (4)  wouid  under  ti e  pi  - 
visions  of  paragraph  (5)  create  an  appropriation  account  on  the  books 
of  the  Treasury  to  pay  any  difference  between  the  receipts  of  the 

trustor  (the  agency)  from  the  obligations  m  the ’P™*  “j^be 

chargeable  to  that  agency  which  the  trustee  (I  M  MA)  would  oe 
\  obligated  to  pay  to  the  holders  of  the  beneficial  interests  or  participa- 
)  tions  The  trustor  would  be  required  to  make  timely  payments  t 
Te  trustee  from  such  appropriations.  Thus,  purchasers  of  partic^- 
tions  would  be  assured  of  timely  payments  of  principal  and  interest 
without  further  action  by  the  Congress. 

Section  3.  Reductions  in  new  obligational  authority 

Subsection  (a)  amends  section  305(c)  of  the  FNMA  Charter  Act  y 
reducing  by  $450  million  the  aggregate  potential  authority  of  TNJ 
to  purchase  mortgages  under  its  special  assistance  functions. 

Subsection  (b)  would  amend  section  401(d)  of  the  Housing  Act  of 
1950  by  reducing  by  $300  million  the  borrowing  authority  of  the 
college  housing  loan  program.  Both  reductions  are  made  possible  by 
increased  sales  of  participation  certificates  in  existing  loans. 

"'Section  3  of  Urn' bill  w'ould  have  the  effect 

law  enacted  in  1965  under  which,  on  July  1,  1966,  (1)  TAMA  s  dollar 
authority  to  own  mortgages  under  its  special  assistance  function-, 
would  be  increased  by  $450  million,  and  (2)  the  authority  of  the  Secr^ 
tary  of  Housing  and  Urban  Development  to  borrow  from  the  Treasury 
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for  college  housing  loans  would  be  increased  by  $300  million.  This 
avoidance  of  increases  of  dollar  authorities  aggregating  $750  million 
would  be  made  possible  by  the  reported  bill.  Your  Banking  and 
Currency  Committee  has  been  assured  that  existing  plans  contemplate 
the  issuance  and  sale  of  participations  in  needed  compensating 
amounts  during  the  fiscal  year  commencing  July  1,  1966. 

Specifically,  as  regards  college  housing  loans,  subsection  (b)  of  sec¬ 
tion  3  of  H.R.  14544  would  amend  section  401  (d)  of  the  Housing  Act  of 
1950,  as  amended  (12  U.S.C.  1749),  by  reducing  by  $300  million  the 
borrowing  authority  of  the  college  housing  loan  program. 

The  Housing  Act  of  1950  authorizes  direct  loans  to  higher  educa¬ 
tional  ins-itutions  to  assist  them  in  providing  housing  and  related 
facilities  for  students  and  faculty  and  to  hospitals  for  housing  facilities 
for  student  nurses  and  interns. 

The  Treasury  borrowing  authorization  which  funds  the  program  is 
$3,175  million  and  will  increase  by  $300  million  to  $3,475  million  in 
fiscal  1967  under  current  statute.  The  proposed  participation  sales  of 
$820  million  of  college  Lousing  loans  in  fiscal  1967  permits  canceling  tire 
$300  million  of  new  obligational  authority,  which  otherwise  would 
become  available  in  1967,  without  interfering  with  program  activity 
which  is  projected  at  $300  million  of  net  loan  reservations  in  fiscal 
1967.  The  net  effect  of  the  participation  sale  will  be  to  increase  the 
obligational  authority  by  $801  million  after  adjustment  for  reductions 
in  loan  repayment  receipts  and  administrative  expenses  of  FNMA. 


Section  J.  Office  of  Education  revolving  loan  fund  provisions 

Subsection  (a)  of  this  section  would  amend  section  303(c)  of  the 
Higher  Education  Facilities  Act  of  1963  to  provide  that  appropriations 
for  making  academic  facility  loans  would  now  be  payable  into  the 
fund  to  be  established  by  subsection  (b)  of  this  section. 

Subsection  (b)  would  add  a  new  seetion  305  to  the  Higher  Education 
Facilities  Act  of  1963  establishing  a  separate  revolving  fund  for  higher 
education  academic  facilities  loans,  available  without  fiscal  year  limi¬ 
tation.  The  total  of  new  loans  made  from  the  fund  in  any  fiscal  year 
would  be  subject  to  limitations  specified  in  appropriation  acts.  All 
appropriations  available  for  academic  facilities  loans  and  all  receipts 
from  operations  and  from  participation  sales  would  be  deposited  in 
the  fund.  All  loans,  expenses,  and  payments  would  be  paid  from  the  |l| 
fund,  including  expenses  and  payments  to  the  Federal  National  q! 
Mortgage  Association  in  connection  with  the  sale  of  participations. 
The  Commissioner  would  be  required  to  pay  from  the  fund  into  the 
Treasury  interest  on  the  net  amount  of  appropriations  used  by  the 
fund. 


Section  5.  Farmers  Home  Administration  direct  loan  account  provisions 
Section  5  would  amend  section  338(c)  of  the  Consolidated  Farmers 
Home  Administration  Act  of  1961  to  transfer  to  the  direct  loan  account 
watershed  protection  and  flood  prevention  loans,  rural  renewal  loans, 
and  resource  conservation  and  development  loans  not  now  financed 
through  revolving  funds.  The  intent  is  to  include  among  the  loans 
eligible  for  pooling  under  section  2  all  loans  made  by  the  Farmers 
Home  Administration  (including  not  only  those  in  the  direct  loan 
account,  but  also  those  in  the  emergency  credit  revolving  fund,  rural 
housing  direct  loan  account,  agricultural  credit  insurance  fund  and 
the  rural  housing  insurance  fund). 
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Section  6.  Preservation  of  existing  Veterans'  Administration  authority 
Section  6  would  make  clear  that  nothing  contained  in  this  bill 
should  be  construed  to  repeal  or  modify  the  existing  authority  of  the 
Administrator  of  eterans’  Affairs  to  enter  into  trust  arrangements 
comparable  to  those  contemplated  by  this  bill.  The  intent  of  this 
section  would  be  to  authorize  the  Administrator  of  \  eterans  Affairs 
to  enter  into  trust  arrangements  either  under  the  provisions  of  this 
bill  or  under  the  provisions  of  section  1820(e)  of  title  38  United 
States  Code. 

Section  7.  Investment  by  credit  unions 

Section  7  would  authorize  Federal  credit  unions  to  invest  their 
funds  in  the  type  of  participations  or  beneficial  interests  authorized 
under  the  bill  to  be  issued  by  FNAM. 

Section  8.  Study  of  direct  loan  programs 

Section  8  would  require  the  Secretary  of  the  Treasury  to  study  the 
.advantages  and  disadvantages  of  direct  loan  programs  compared  to 
Jinsured  or  guaranteed  programs  and  to  report  to  the  Congress. 
Necessary  appropriations  are  authorized. 


) 


CHANGES  IN  TEXT  OF  EXISTING  STATUTES 

I  i 

In  compliance  with  clause  3  of  rule  XIII  of  the  Rules  of  the  House  > 
of  Representatives,  the  text  of  existing  Federal  statutes  or  parts 
thereof  which  the  bill,  as  reported,  would  amend  or  repeal  is  printed 
below,  with  the  proposed  changes  shown  (a)  by  enclosing  in  black 
brackets  material  to  be  omitted,  (6)  by  printing  the  new  matter  in 
italic  type,  and  (c)  by  printing  in  roman  type  those  provisions  in 
which  no  change  is  to  be  made. 

Sections  302(c)  and  305(c)  of  the  Federal  National  Mortgage 

Association  Charter  Act  . 

« 

TITLE  III— FEDERAL  NATIONAL  MORTGAGE 
ASSOCIATION 

******* 
CREATION  OF  ASSOCIATION 

Sec.  302.  (a)  *  *  * 

******* 

(c)  ( 1 )  Notwithstanding  any  other  provision  of  this  Act  or  of  any 
other  law,  the  Association  is  authorized  under  section  306  to  create, 
accept,  execute,  and  otherwise  administer  in  all  respects  such  trusts, 
receiverships,  conservatorships,  liquidating  or  other  agencies,  or  other 
fiduciary  and  representative  undertakings  and  activities,  hereinafter  [ 
in  this  subsection  caUed  “trusts”,  as  might  be  appropriate  for  financing  | 
purposes;  and  in  relation  thereto  the  Association  may  acquire,  hold 
and  manage,  dispose  of,  and  otherwise  deal  in  any  obligations  [offered 
to  it  by  the  Housing  and  Home  Finance  Agency  or  its  Administrator, 
or  by  such  Agency’s  constituent  units  or  agencies  or  the  heads  thereof 
or  any  first  mortgages  in  which  the  United  States  or  any  agency] 
other  types  of  securities,  including  any  instrument  commonly  known  as  a  f  I 
security,  hereinafter  in  this  subsection  called  “obligations,”  in  which  the  i 
United  States  or  any  executive  department,  agency,  or  instrumentality 
thereof  may  have  a  financial  interest.  The  Association  may  join  in 
any  such  undertakings  and  activities  notwithstanding  that  it  is  also 
serving  in  a  fiduciary  or  representative  capacity;  and  is  authorized, 
consistent  'with  section  307,  to  guarantee  any  participations  or  other 
instruments,  whether  evidence  of  property  rights  or  debt,  issued  for 
such  financing  purposes.  [Any  participations  or  other  instruments 
so  guaranteed  shall  to  the  same  extent  as  securities  issued  or  guaran¬ 
teed  by  the  United  States  or  its  instrumentalities  be  deemed  to  be 
exempt  securities  within  the  meaning  of  laws  administered  by  the 
Securities  and  Exchange  Commission.]  Participations  or  other  instru¬ 
ments  issued  by  the  Association  pursuant  to  this  subsection  shall  to  the 
same  extent  as  securities  which  are  direct  obligations  of  or  obligations 
guaranteed  as  to  principal  or  interest  by  the  United  States  be  deemed  to 
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be  exempt  securities  within  the  meaning  of  laws  administered  by  the 
Securities  and  Exchange  Commission.  [If  there  shall  be  included 
within  one  or  more  of  the  trusts  or  other  agencies  created  pursuant  to 
the  authority  of  this  subsection  any  mortgages  bearing  a  below-market 
interest  rate  and  insured  under  section  221(d)  (3)  after  the  date  , 
the  enactment  of  the  Housing  and  Urban  Development  Act  of  1965 
there  are  authorized  to  be  appropriated  from  time  to  tune  such 
amounts  as  may  be  necessary  to  reimburse  the  Association  for  the 
amount  of  the  differential  (including  interest,  other  costs  and  a  fair 
proportion  of  administrative  expense)  between  (1)  the  total  outlay 
with  respect  to  outstanding  participations  or  other  instruments  whic  , 
at  the  time  of  issuance,  were  predicated  upon  or  otherwise »  ™l^te4  1 
such  below-market  interest  rate  mortgages,  and  (2)  the  total  receipt, 
from  such  mortgages.]  The  amounts  of  any  mortgages  and  other 
obligations  acquired  by  the  Association  under  section  306,  pursuant 
to  this  subsection,  shall  not  be  included  in  the  total  amounts  set  forth 

)m  tfAsub^cttAihe  limitations  provided  in  paragraph  (fi)  of  this .subsec¬ 
tion,  the  head  of  any  executive  department  agency,  or As 
United  States  hereinafter  %n  this  subsection  called  the  trusto ;  ,  is 

Authorized  to  set  aside  a  part  or  all  ot  any  obligations “  AiatZeTtt 
subiect  them  to  a  trust  or  trusts  and,  incident  thereto,  s halt  guarantee  to 
the  trustee  timely  payment  thereof.  _  The  trust  instrument  may  provide 
tor  the  issuance  and  sale  of  beneficial  interests  or  participations,  by  the 
trustee  in  such  obligations  or  in  the  right  to  receive  interest  and  Palpal 
collections  therefrom;  and  may  provide  for  the  substitution  or  withdrawal 
of  such  obligations,  or  for  the  substitution 

trust  or  trusts  shall  be  exempt  from  all  taxation,  l  he  trust  instrument 
may  also  contain  other  appropriate  provisions  m  keeping  with  ^  W°, 
of  this  subsection.  The  Association  may  be  ™™f  and  may  act  a 
trustee  of  any  such  trusts  and,  for  the  purposes thereof  hhe  ti^  of  such 
obliaations  shall  be  deemed  to  have  passed  to  the  Association  in  trust. 
The  trust  instrument  shall  provide  that  custody,  control,  and  administra¬ 
tion  of  the  obligations  shall  remain  in  the  trustor  subjecting  the  oblC^f^, 
to  the  trust  subject  to  transfer  to  the  trustee  m  event  of  default  or  probable 
%fZ£,ZTLnined  if  the  trustee,  in  the  ■ payment 
\  interest  of  the  beneficial  interests  or  participations.  6,o//ecfioris  Jrom 
\)oblZations  subject  to  the  trust  shall  be  dealt  with  as  provided  m  the 
instrument  creating  the  trust.  The  trust  instrument  shall  provide  that 
the  trustee  will  prLptly  pay  to  the  trustor  the  full  net I  p 
sale  of  beneficial  interests  or  participations  to  the  extent  they  are  basea 
won  such  obligations  or  collections.  Such  proceeds  shall  be  dealt  with 
as  otherwise  provided  by  law  for  sales  or  repayment  of 
7  he  effect  of  both  past  and  future  sales  of  any  issue  of  beneficial  interests 
or  participations  lhall  be  the  same  to  the  extent  of  the  V™cipalof  such 
issue  as  the  direct  sale  of  the  obligations  subject  to  the  trust.  Any 
trustor  creating  a  trust  or  trusts  hereunder  is  authorized  to  purchase, 
throuah  the  facilities  of  the  trustee,  outstanding  beneficial  interests  or 
var&aUoAs  to  the  extent  of  the  amount  of  his  responsibility  to  the 
tmlte/on  beneficial  interests  or  participtaions  outstanding  and  to  _ pay 
his  proper  share,  of  the  costs  and  expenses  incurred  by  the  Federal  Nf^nal 
Mortgage  Association  as  trustee  pursuant  to  the  trust  instrument,  and  for 
these  p^ur poses  may  use  any  appor printed . funds  or  other  amounts  available 
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to  him  for  the  general  purposes  or  programs  to  which  the  obligations 
subjected  to  the  trust  are  related. 

(8)  When  any  trustor  guarantees  to  the  trustee  the  timely  payment  oj  ' 
obligations  he  subjects  to  a  trust  prusuant  to  this  subsection,  and  it  becomes 
necessary  jor  such  trustor  to  meet  his  responsibilities  under  such  guaranty, 
he  is  authorized  to  fulfill  such  guaranty  by  using  any  appropriated  funds 
or  other  amounts  available  to  him  for  the  general  purposes  of  programs  to 
which  the  obligations  subjected  to  the  trust  are  related. 

(4)  Beneficial  interests  or  participations  shall  not  be  issued  for  the  ' 
account  of  any  trustor  in  an  aggregate  principal  amount  greater  than  is  ■ 
authorized  with  respect  to  such  trustor  in  an  appropriation  Act.  Any 
such  authorization  shall  remain  available  until  used. 

(5)  The  Association,  as  trustee,  is  authorized,  to  issue  and  sell  beneficial 
interests  or  participations  under  this  subsection,  notwithstanding  that 
there  may  be  an  insufficiency  in  aggregate  receipts  from  obligations  subject 
to  the  related  trust  to  provide  for  the  payment  by  the  trustee  (on  a  timely 
basis  out  of  current  receipts  or  otherwise)  of  all  interest  or  principal  oni 
such  interests  or  participations  ( after  provision  for  all  costs  and  expenses" ' 
incurred  by  the  trustee,  fairly  prorated  among  trustors ) .  Whenever  the 
issuance  of  an  aggregate  principal  amount  is  authorized  pursuant  to 
paragraph  (4)  of  this  subsection,  such  an  authorization  in  an  appropria¬ 
tion  act  shall  establish  on  the  books  of  the  Treasury  as  appropriations 
such  sums  as  may  be  necessary  from  time  to  time  to  enable  the  trustor  to 
pay  the  trustee  such  insufficiency  as  the  trustee  may  require  on  account  of 
outstanding  beneficial  interests  or  participations.  Such  trustor  shall 
make  timely  payments  to  the  trustee  from  such  appropriations,  subject  to 
and  in  accord  with  the  trust  instrument. 

SPECIAL  ASSISTANCE  FUNCTIONS 

Sec.  305.  (a)  *  *  * 

******* 

(c)  The  total  amount  of  purchases  and  commitments  authorized 
by  the  President  pursuant  to  subsection  (a)  of  this  section  shall  not  ( 
exceed  $1,700,000,000  outstanding  at  any  one  time,  which  limit  shall 
be  increased  by  $100,000,000  on  the  date  of  the  enactment  of  the 
Housing  and  Urban  Development  Act  of  1965,  [by  $450,000,000  oni 
July  1,  1966,3  by  $550,000,000  on  July  1,  1967,  and  by  $525,000,000* 
on  July  1,  1968. 


Section  401(d)  of  the  Housing  Act  of  1950 

(d)  To  obtain  funds  for  loans  under  subsection  (a)  of  this  section, 
the  Administrator  may  issue  and  have  outstanding  at  any  one  time 
notes  and  obligations  for  purchase  by  the  Secretary  of  the  Treasury 
in  an  amount  not  to  exceed  $1,675,000,000,  which  amount  shall  be 
increased  by  $300,000,000  on  July  1  in  each  of  the  years  1961  through 
[1968:]  1965,  and  1967  and  1968:  Provided,  That  the  amount  out¬ 
standing  for  other  educational  facilities,  as  defined  herein,  shall  not 
exceed  $175,000,000,  which  limit  shall  be  increased  by  $30,000,000 
on  July  1  in  each  of  the  years  1961  through  1968:  Provided  f  urther, 
That  the  amount  outstanding  for  hospitals,  referred  to  in  clause  (2)  ! 
of  section  404  (b)  of  this  title,  shall  not  exceed  $100,000,000,  which 
limit  shall  be  increased  by  $30,000,000  on  July  1  in  each  of  the  years  j 
1961  through  1968. 


SALE  OF  PARTICIPATIONS — GOVERNMENT  AGENCY  LOAN  POOLS  11 

Title  III  of  the  Higher  Education  Facilities  Act  of  1963 

TITLE  III— LOANS  FOR  CONSTRUCTION  OF  ACADEMIC 

FACILITIES 

LENDING  AUTHORITY 

Sec.  301.  The  Commissioner  may,  in  accordance  with  the  provi¬ 
sions  of  this  title,  make  loans  to  institutions  of  higher  education  or  to 
higher  education  building  agencies  for  construction  of  academic 
facilities. 

LOAN  LIMIT  FOR  ANY  STATE 

Sec.  302.  Not  more  than  12%  per  centum  of  the  funds  provided  for 
in  this  title  in  the  form  of  loans  shall  be  used  for  loans  to  institutions 
of  higher  education  or  higher  education  building  agencies  within  any 
^  one  State. 

ELIGIBILITY  CONDITIONS,  AMOUNTS,  AND  TERMS  OF  LOANS 

Sec.  303.  (a)  No  loan  pursuant  to  this  title  shall  be  made  unless 
the  Commissioner  finds  (1)  that  not  less  than  one-fourth  of  the  de¬ 
velopment  cost  of  the  facility  will  be  financed  from  non-Federal 
sources,  (2)  that  the  applicant  is  unable  to  secure  the  amount  of  such 
loan  from  other  sources  upon  terms  and  conditions  equally  as  favor¬ 
able  as  the  terms  and  conditions  applicable  to  loans  under  this  title, 
and  (3)  that  the  construction  will  be  undertaken  in  an  economical 
manner  and  that  it  will  not  be  of  elaborate  or  extravagant  design  or 
materials. 

(b)  A  loan  pursuant  to  this  title  shall  be  secured  in  such  manner, 
and  shall  be  repaid  within  such  period  not  exceeding  fifty  years,  as 
may  be  determined  by  the  Commissioner;  and  shall  bear  interest  at  (1) 
a  rate  determined  by  the  Commissioner  which  shall  not  be  less  than 
a  per  annum  rate  that  is  one-quarter  of  1  percentage  point  above  the 
average  annual  interest  rate  on  all  interest-bearing  obligations  of  the 
United  States  forming  a  part  of  the  public  debt  as  computed  at  the 

^  end  of  the  preceding  fiscal  year,  adjusted  to  the  nearest  one-eighth 
)  of  1  per  centum,  or  (2)  the  rate  of  3  per  centum  per  annum,  whichever 
is  the  lesser. 

(c)  The  Commissioner  shall,  during  the  fiscal  year  ending  June  30, 
1964,  and  each  of  the  four  succeeding  fiscal  years,  make  loans  to 
institutions  of  higher  education  for  the  construction  of  academic 
facilities  in  accordance  with  the  provisions  of  this  title.  [For  the 
purpose  of  making  loans  under  this  title]  For  the  purpose  of  making 
payments  into  the  fund  established  under  section  305,  there  is  hereby 
authorized  to  be  appropriated  the  sum  of  $120,000,000  for  the  fiscal 
year  ending  June  30,  1964,  and  each  of  the  two  succeeding  fiscal  years; 
but  for  the  fiscal  year  ending  June  30,  1967,  and  the  succeeding  fiscal 
year,  only  such  sums  may  be  appropriated  as  the  Congress  may  here¬ 
after  authorize  by  law.  In  addition  to  the  sums  authorized  to  be 
appropriated  under  the  preceding  sentence,  there  is  hereby  authorized 
to  be  appropriated  for  the  fiscal  year  ending  June  30,  1965,  and  the 
succeeding  fiscal  year,  for  making  such  loans  the  difference  (if  any) 
between  the  sums  authorized  to  be  appropriated  under  the  preceding 
sentence  for  preceding  fiscal  years  and  the  aggregate  of  the  sums  which 
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were  appropriated  for  such  preceding  years  under  such  sentence. 
Sums  appropriated  pursuant  to  this  subsection  for  any  fiscal  year  shall 
remain  available  for  loans  under  this  title  until  the  end  of  the  next 
succeeding  fiscal  year. 

GENERAL  PROVISIONS  FOR  LOAN  PROGRAM 

Sec.  304.  (a)  Such  financial  transactions  of  the  Commissioner  as 
the  making  of  loans  and  vouchers  approved  by  the  Commissioner  in 
connection  with  such  financial  transactions,  except  with  respect  to 
administrative  expenses,  shall  be  final  and  conclusive  on  all  officers  of 
the  Government. 

(b)  The  Commissioner  is  authorized  (1)  to  prescribe  a  schedule 
of  fees  which,  in  his  judgment,  would  be  adequate  in  the  aggregate 
to  cover  necessary  expenses  of  making  inspections  (including  audits) 
and  providing  representatives  at  the  site  of  projects  in  connection 
with  loans  under  this  title,  and  (2)  to  condition  the  making  of  such  \ 
loans  on  agreement  by  the  applicant  to  pay  such  fees.  For  the  pur-*i 
pose  of  providing  such  services,  the  Commissioner  may,  as  authorized 
by  section  402(b),  utilize  any  agency,  and  such  agency  may  accept 
reimbursement  or  payment  for  such  services  from  such  applicant  or 
from  the  Commissioner,  and  shall,  if  a  Federal  agency,  credit  such 
amounts  to  the  appropriation  or  fund  against  which  expenditures 
by  such  agency  for  such  services  have  been  charged. 

(c)  In  the  performance  of,  and  with  respect  to,  the  functions,  powers, 
and  duties  vested  in  him  by  this  title,  the  Commissioner  may — 

(1)  prescribe  such  rules  and  regulations  as  may  be  necessary  to 
carry  out  the  purposes  of  this  title; 

(2)  sue  and  be  sued  in  any  court  of  record  of  a  State  having 
general  jurisdiction  or  in  any  district  court  of  the  United  States, 
and  such  district  courts  shall  have  jurisdiction  of  civil  actions 
arising  under  this,  title  without  regard  to  the  amount  in  contro¬ 
versy,  and  any  action  instituted  under  this  subsection  by  or  against 
the  Commissioner  shall  survive  notwithstanding  any  change  in 
the  person  occupying  the  office  of  Commissioner  or  any  vacancy 
in  such  office;  but  no  attachment,  injunction,  garnishment,  or 
other  similar  process,  mesne  or  final,  shall  be  issued  against  the 
Commissioner  or  property  under  his  control,  and  nothing  herein  "1 
shall  be  construed  to  except  litigation  arising  out  of  activities 
under  this  title  from  the  application  of  sections  507(b)  and  2679 

of  title  28  of  the  United  States  Code  and  of  section  367  of  the 
Revised  Statutes  (5  U.S.C.  316); 

(3)  foreclose  on  any  property  or  commence  any  action  to  pro¬ 
tect  or  enforce  any  right  conferred  upon  him  by  any  law,  con¬ 
tract,  or  other  agreement,  and  bid  for  and  purchase  at  any  fore¬ 
closure  or  any  other  sale  any  property  in  connection  with  which 
he  has  made  a  loan  pursuant  to  this  title;  and,  in  the  event  of  any 
such  acquisition  (and  notwithstanding  any  other  provisions  of 
law  relating  to  the  acquisition,  handling,  or  disposal  of  real  prop¬ 
erty  by  the  United  States),  complete,  administer,  remodel  and 
convert,  dispose  of,  lease,  and  otherwise  deal  with  such  property: 
Provided ,  That  any  such  acquisition  of  real  property  shall  not 
deprive  any  State  or  political  subdivision  thereof  of  its  civil  or 
criminal  jurisdiction  in  and  over  such  property  or  impair  the 


SALE  OF  PARTICIPATIONS — GOVERNMENT  AGENCY  LOAN  POOLS  13 

civil  rights  under  the  State  or  local  laws  of  the  inhabitants  on 

such  property;  .  , 

(4)  sell  or  exchange  at  public  or  private  sale,  or  lease,  real  or 

personal  property,  and  sell  or  exchange  any  securities  or  obliga¬ 
tions  upon  such  terms  as  he  may  fix;  A  .  ,, 

(5)  subject  to  the  specific  limitations  in  this  title,  consent  to  the 
modification,  with  respect  to  the  rate  of  interest,  time  of  payment 
of  any  installment  of  principal  or  interest,  security,  or  any  othex 
term  of  any  contract  or  agreement  to  which  he  is  a  party  or  which 
has  been  transferred  to  him  pursuant  to  this  section,  and 

(6)  include  in  any  contract  or  instrument  made  pursuant  to 
this  title  such  other  covenants,  conditions,  or  provisions  (includ¬ 
ing  provisions  designed  to  assure  against  use  of  the  facility  con¬ 
structed  with  the  aid  of  a  loan  under  this  title,  for  purposes 
described  in  section  401(a)  (2))  as  he  may  deem  necessary  to  assure 
that  the  purposes  of  this  title  will  be  achieved. 

REVOLVING  LOAN  FUND 

Sec.  305.  (a)  There  is  hereby  created  within  the  Treasury  a  separate 
fund  for  hiqher  education  academic  facilities  loans  ( hereafter  in  this 
section  called  “the  fund”)  which  shall  be  available  to  the  Commissioner 
without  fiscal  year  limitation  as  a  revolving  fund  for  the  purposes  of  this 
title  The  total  of  any  loans  made  from  the  fund  in  any  fiscal  year  shall 

not  exceed  limitations  specified  in  appropriation  Acts. 

lb)  ( 1 )  The  Commissioner  is  authorized  to  transfer  to  the  fund  avail¬ 
able  appropriations  provided  under  section  303(c)  to  provide  capital  for  the 
fund.  All  amounts  received  by  the  Commissioner  as  interest  payments 
or  repayments  of  principal  on  loans,  and  any  other  moneys,  property,  or 
assets  derived  by  him  from  his  operations  in  connection  with  this  title, 
including  any  moneys  derived  directly  or  indirectly  from  the  sale  of  assets, 
or  beneficial  interests  or  participations  in  assets,  of  the  fund,  shall  be 

deposited  in  the  fund.  .  , 

(2)  All  loans,  expenses,  and  payments  pursuant  to  operations  of  the 

Commissioner  under  this  title  shall  be  paid  from  the  fund,  including 
(but  not  limited  to)  expenses  and  payments  of  the  Commissioner  in  con- 
S m^TsaCunder  section  302(c)  of  the  Federal. National,  Mortgage 
) Association  Charter  Act,  of  participations  in  obligations  acquired  under 
this  title.  From  time  to  time,  and  at  least  at  the  close  of  each  fiscal  year, 
the  Commissioner  shall  pay  from  the  fund  into  the  Treasury  as  miscel¬ 
laneous  receipts  interest  on  the  cumulative  amount  of  appropriations 
paid  out  for  loans  under  this  title  or  available  as  capital  to  the  fund,  less 
the  averaqe  undisbursed  cash  balance  in  the  fund  during  the  year .  1  h 

mtaofZh  interest  shall  he  determined  by  the  Secretary  of  the  Treasury 
taking  into  consideration  the  average  market  yield  during  the  month 
preceding  each  fiscal  year  on  outstanding  Treasury  obligations  of  maturity 
comparable  to  the  average  maturity  of  loans  made  from  the  fund  lnterest 
vavments  may  be  deferred  with  the  approval  of  the  Secretary  of  the.  Treas¬ 
ury,  but  any  interest  payments  so  deferred  shall  themselves  be.ar  ™ter,est\ 
It  at  any  time  the  Commissioner  determines  that  moneys  in  the  fund 
exceed  the  present  and  any  reasonably  prospective  future  requirements 
of  the  fund,  such  excess  may  be  transferred  to  the  general  fund  of  the 

Treasury. 
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Section  338(c)  of  the  Consolidated  Farmers  Home  Administration 

Act  of  1961 

(c)  The  appropriation  for  loans  made  under  the  authority  of  sub¬ 
section  (a)  and  funds  obtained  in  accordance  with  subsection  (b)  of 
this  section,  and  the  unexpended  balances  of  any  funds  made  available 
for  loans  under  the  item  "Farmers  Home  Administration”  in  the 
Department  of  Agriculture  Appropriation  Acts  current  on  the  date  of 
enactment  of  this  title,  shall  be  merged  into  a  single  account  known  as 
the  "Farmers  Home  Administration  direct  loan  account”,  hereafter 
in  this  section  called  the  "direct  loan  account”.  All  claims,  notes, 
mortgages,  property,  including  those  now  held  by  the  Secretary  on 
behalf  of  the  Secretary  of  the  Treasury,  and  all  collections  therefrom, 
made  or  held  under  the  direct  loan  provisions  of  (1)  titles  I,  II,  ancl 
IV  of  the  Bankhead-Jones  Farm  Tenant  Act,  as  amended;  (2)  the 
Farmers  Home  Administration  Act  of  1946,  as  amended,  except  the 
assets  of  the  rural  rehabilitation  corporations;  (3)  the  Act  of  August 
28,  1937  (50  Stat.  869),  as  amended;  (4)  the  item  "Loans  to  Farm¬ 
ers — 1948  Flood  Damage”  in  the  Act  of  June  25,  1948  (62  Stat.  1038)  ; 
(5)  the  item  "Loans  to  Farmers  (Property  Damage)”  in  the  Act  of 
May  24,  1949  (63  Stat.  82) ;  (6)  the  Act  of  September  6,  1950  (64  Stat. 
769);  (7)  the  Act  of  July  11,  1956  (70  Stat.  525);  [and]  (8)  section  8 
of  the  Watershed  Protection  and  Flood  Prevention  Act,  as  amended 
(16  U.S.C.  1006a);  (9)  section  32(e)  of  the  Bankhead-Jones  Farm 
Tenant  Act,  as  amended  (7  U.S.C.  1011);  and  (10)  under  this  title 
shall  be  held  for  and  deposited  in  said  account. 

The  notes  of  the  Secretary  issued  to  the  Secretary  of  the  Treasury 
under  said  Acts  or  under  this  title  and  all  other  liabilities  against  the 
appropriations  or  assets  in  the  direct  loan  account  shall  be  liabilities 
of  said  account,  and  all  other  obligations  against  such  appropriations 
or  assets  shall  be  obligations  of  said  account.  Moneys  in  the  direct 
loan  account  shall  also  be  available  for  interest  and  principal  repay¬ 
ments  on  notes  issued  by  the  Secretary  to  the  Secretary  of  the  Treasury. 
Otherwise,  the  balances  in  said  account  shall  remain  available  to  the 
Secretary  for  direct  loans  under  subtitles  A  and  B  of  this  title,  section  8 
of  the  Watershed  Protection  and  Flood  Prevention  Act,  as  amended,  and 
section  32(e)  of  the  Bankhead-Jones  Farm  Tenant  Act,  as  amended,  and 
for  advances  in  connection  therewith,  not  to  exceed  any  existing  appro¬ 
priation  or  authorization  limitations  and  in  such  further  amounts  as 
the  Congress  from  time  to  time  determines  in  appropriation  Acts. 
The  amounts  so  authorized  for  loans  and  advances  shall  remain  avail¬ 
able  until  expended.  Subject  to  the  foregoing  limitations,  the  use  of 
collections  deposited  in  the  account  may  be  authorized  by  the  Con¬ 
gress  in  lieu  or  partially  in  lieu  of  authorizing  the  issuing  of  additional 
notes  by  the  Secretary  to  the  Secretary  of  the  Treasury,  and  the 
account  shall  be  budgeted  on  a  net  expenditure  basis. 
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Section  8  of  the  Federal  Credit  Union  Act  (12  U.S.C.  1757) 

POWERS 

Sec.  8.  A  Federal  credit  union  shall  have  succession  in  its  corporate 
name  during  its  existence  and  shall  have  power— 

(1)  to  make  contracts; 

(2)  to  sue  and  be  sued; 

(3)  to  adopt  and  use  a  common  seal  and  alter  the  same  at 
pleasure; 

(4)  to  purchase,  hold,  and  dispose  of  property  necessary  or  in¬ 
cidental  to  its  operations; 

(5)  to  make  loans  with  maturities  not  exceeding  five  years  to 
its  members  for  provident  or  productive  purposes  upon  such  terms 
and  conditions  as  this  Act  and  its  bylaws  provide  and  as  the 
credit  committee  or  a  loan  officer  may  approve,  at  rates  of  interest 
not  exceeding  1  per  centum  per  month  on  unpaid  balances,  in¬ 
clusive  of  all  charges  incident  to  making  the  loan;  except  that  no 
loans  to  a  director  or  member  of  the  supervisory  or  credit  com¬ 
mittee  shall  exceed  the  amount  of  his  holdings  in  the  F ederal  credit 
union  as  represented  by  shares  thereof  plus  the  total  unencum¬ 
bered  and  unpledged  shareholdings  in  the  Federal  credit  union 
of  any  member  pledged  as  security  for  the  obligation  of  such  direc¬ 
tor  or  committee  member.  No  director  or  member  of  the  super¬ 
visory  or  credit  committee  shall  endorse  for  borrowers.  A  bor¬ 
rower  may  repay  his  loan,  prior  to  maturity,  in  whole  or  in  part 
on  any  business  day.  The  taking,  receiving,  reserving,  or  charg¬ 
ing  of  a  rate  of  interest  greater  than  is  allowed  by  this  paragraph, 
when  knowingly  done,  shall  be  deemed  a  forfeiture  of  the  entire 
interest  which  the  note,  bill,  or  other  evidence  of  debt  carries  with 
it,  or  which  has  been  agreed  to  be  paid  thereon.  If  such  greater 
rate  of  interest  has  been  paid,  the  person  by  whom  it  has  been 
paid,  or  his  legal  representatives,  may  recover  back  from  the 
credit  union  taking  or  receiving  the  same,  in  an  action  in  the 
nature  of  an  action  of  debt,  the  entire  amount  of  interest  paid; 
but  such  action  must  be  commenced  within  two  years  from  the 
time  the  usurious  collection  was  made.  Loans  shall  be  paid  or 
amortized  in  accordance  with  rules  and  regulations  prescribed  by 
the  Director  after  taking  into  account  the  needs  or  conditions  of 
the  borrowers,  the  amounts  and  duration  of  the  loans,  the  interests 
of  the  members  and  the  credit  unions,  and  such  other  factors  as 
the  Director  deems  relevant,  but  such  rules  and  regulations  shall 
not  require  payments  more  frequently  than  annually; 

(6)  to  receive  from  its  members  payments  on  shares ; 

(7)  to  invest  its  funds  (A)  in  loans  exclusively  to  members; 
(B)  in  obligations  of  the  United  States  of  America,  or  securities 
fully  guaranteed  as  to  principal  and  interest  thereby;  (C)  in 
accordance  with  rules  and  regulations  prescribed  by  the  Director, 
in  loans  to  other  credit  unions  in  the  total  amount  not  exceeding 
25  per  centum  of  its  paid-in  and  unimpaired  capital  and  surplus; 
(D)  in  shares  or  accounts  of  savings  and  loan  associations,  the 
accounts  of  which  are  insured  by  the  Federal  Savings  and  Loan 
Insurance  Corporation;  [or)|  (E)  in  obligations  issued  by  banks 
for  cooperatives,  Federal  land  banks,  Federal  intermediate  credit 
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banks,  Federal  home  loan  banks,  the  Federal  Home  Loan  Bank 
Board,  or  any  corporation  designated  in  section  101  of  the 
Government  Corporation  Control  Act  as  a  wholly  owned  Gov¬ 
ernment  corporation;  or  m  obligations,  participations,  or  other 
instruments  of  or  issued  by,  or  fully  guaranteed  as  to  principal 
and  interest .  by,  the  Federal  National  Mortgage  Association;  or 
(F)  in  participation  certificates  evidencing  beneficial  interests  in 
obligations,  or  in  the  right  to  receive  interest  and  principal  collec¬ 
tions  therefrom,  which  obligations  have  | been  subjected  by  one  or 
more  Government  agencies  to  a  trust  or  trusts  for  which  any  execu¬ 
tive  department,  agency,  or  instrumentality  of  the  United  States  (or 
the  head  thereof)  has  been  named  to  act  as  trustee; 

(8)  to  make  deposits  in  national  banks  and  in  State  banks, 
trust  companies,  and  mutual  savings  banks  operating  in  accord¬ 
ance  with  the  laws  of  the  State  in  which  the  Federal  credit  union 
does  business; 

(9)  to  borrow,  in  accordance  with  such  rules  and  regulations  a 
as  may  be  prescribed  by  the  Director,  from  any  source,  in  an  f 
aggregate  amount  not  exceeding  50  per  centum  of  its  paid-in  and 
unimpaired  capital  and  surplus:  Provided,  That  any  Federal 
credit  union  may  discount  with  or  sell  to  any  Federal  intermediate 
credit  bank  any  eligible  obligations  up  to  the  amount  of  its 
paid-in  and  unimpaired  capital; 

(10)  to  levy  late  charges,  in  accordance  with  the  bylaws,  for 
failure  of  members  to  meet  promptly  their  obligations  to  the 
Federal  credit  union; 

(11)  to  impress  and  enforce  a  lien  upon  the  shares  and  dividends 
of  any  member,  to  the  extent  of  any  loan  made  to  him  and  any 
dues  or  charges  payable  by  him; 

(12) .  in  accordance  with  rules  and  regulations  prescribed  by 
the  Director,  to  sell  to  members  negotiable  checks  (including 
travelers  checks)  and  money  orders,  and  to  cash  checks  and 
money  orders  for  members,  for  a  fee  which  does  not  exceed  the 
direct  and  indirect  costs  incident  to  providing  such  service;  and 

(13)  to  exercise  such  incidental  powers  as  shall  be  necessary 

or  requisite  to  enable  it  to  carry  on  effectively  the  business  for 
which  it  is  incorporated.  a 


MINORITY  VIEWS 


Introduction 

These  minority  views  are  addressed  to  those  who  express  alarm 
over  the  declining  role  of  Congress,  yet  willingly  would  vote  for 
perhaps  the  most  far-reaching  legislation  of  the  89th  Congress  under 
a  strict  time  limit  imposed  by  the  White  House  and  the  Postmaster 
General. 

These  views  are  addressed  to  those  who  cherish  independent  judg¬ 
ment,  yet  close  their  ears  to  all  but  those  in  the  executive  department. 

These  views  are  for  those  who  may  wonder  why  a  committee  of  the 
jf  House  of  Representatives  must  report  to  the  House  after  3  hours  of 
public  testimony  a  bill  whose  gestation  period  in  the  Bureau  of  the 
Budget  was  at  least  3— perhaps  as  long  as  6  months. 

These  views  will  try  to  express  the  views  of  those  of  our  citizens  and 
affected  industries  who  were  refused  access  to  the  witness  table  by  a 
rigid,  uncompromising  majority. 

These  views  are  for  those  who  defend  the  right  of  an  accused  to 
adequate  defense  counsel  in  court,  but  who  refuse  the  right  of  a  com¬ 
mittee  minority  to  bring  forward  its  witnesses. 

These  views  are  for  those  who  snicker  at  the  shallow  success  of  the 
legislative  maxim  which  states,  “When  you’ve  got  a  bad  piece  of 
merchandise,  wrap  it  up  before  anyone  can  get  a  good  look  at  it.” 

These  views  are  for  those  who  express  concern  over  the  rising  threat 
of  inflation,  but  would  vote  for  a  plan  that  could  remove  for  all  time 
the  fiscal  restraint  that  normally  accompanies  big  budgetary  deficits 
by  concealing  billions  in  increased  Federal  spending  outside  of  the 
budget. 

These  views  are  for  those  who  rant  and  rave  at  higher  interest  costs, 
yet  willingly  would  raise  billions  by  a  far  more  costly  route  than 
Treasury  borrowings. 

)  These  views  are  for  future  generations  of  Americans  and  for  Mem¬ 
bers  of  future  Congresses  as  a  reminder  of  the  ways  of  the“fabulous 
89th,”  when  the  Congress  ceased  to  be  an  independent  branch  of  our 
Government. 

These  views  especially  are  for  those  who  refuse  to  read  them,  for 
the  human  mind  that  is  closed  to  all  elements  of  dissent  is  to  be  pitied. 

Public  Credit  Is  Not  Replaced  With  Private  Credit 

The  Federal  National  Mortgage  Association  (FNMA)  will  sell 
these  participations  for  the  account  of  other  Government  agencies 
under  its  management  and  liquidating  function.  The  FNMA  Charter 
Act,  under  section  307,  specifically  provides  that  all  the  benefits  and 
burdens  incident  to  the  administration  of  the  management  and 
liquidating  function  “shall  inure  solely  to  the  Secretary  of  Treasury.” 

^  FNMA  is  just  as  much  a  part  of  the  Federal  Government  as  is  the 
Treasury  Department.  Each  of  them  finance  in  the  same  private 
capital  market. 

H.  Rept.  1448,  89-2- 
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It  is  pure  fiction  that  if  FNMA  does  the  financing  in  place  of  the 
Treasury  that  somehow  public  credit  has  been  replaced  by  private 
credit. 

Assets  Are  Not  Sold — They  Are  Only  Refinanced 

This  program  is  supposed  to  be  a  “sale  of  assets”  program.  In 
place  of  outright  sales  of  individual  assets,  it  is  claimed  that  a  pool 
of  Government-held  financial  assets  or  loans  will  be  sold  through 
selling  beneficial  interests  or  participations  therein. 

1  he  participation  “sale”  is  fiction.  Under  a  sale,  title  passes,  the 
purchaser  acquires  possession,  the  purchaser  assumes  the  burdens  of 
servicing  the  loan  acquired,  and  he  also  assumes  any  risks  of  default. 

This  does  not  happen  under  the  participation  sale  device.  The 
purchaser  of  the  participation  does  not  acquire  title  to  the  pooled 
asset.  He  does  not  even  acquire  a  pro  rata  interest  in  the  assets 
pooled.  All  he  acquires  is  the  right  to  have  his  investment  repaid 
with  interest  at  the  rate  stated  in  the  participation  certificate.  The 
agency  pooling  the  loans  retains  the  right  to  any  excess  payments 
that  may  be  received  in  the  trust  on  account  of  principal  or  interest 
from  the  loans  pooled.  The  agency  pooling  the  loans  retains  posses¬ 
sion  of  the  assets.  The  agency  pooling  the  loans  continues  to  bear 
the  responsibility  and  burden  of  servicing  the  loans.  The  agency 
pooling  the  loans  remains  exposed  to  the  risks  of  default. 

In  many  cases,  participations  will  be  sold  with  a  maturity  far  less 
than  that  of  the  loans  pooled.  In  other  words,  repeated  sales  of  the 
loans  pooled  will  be  necessary  before  the  pooled  loans  finally  mature 
and  are  paid  off 

The  participation  sales  device  accomplishes  a  “sale”  by  legislative 
definition  only.  It  stretches  credulity  to  consider  it  as  a  bonafide 
sale  of  an  asset. 

What  really  happens  through  the  participation  device  is  that  pooled 
assets  are  not  sold,  they  are  merely  refinanced  in  a  more  costly  way 
because  FNMA  cannot  borrow  as  cheaply  as  the  U.S.  Treasury. 

As  if  to  underscore  the  fact  that  no  actual  sale  of  assets  takes  place, 
Under  Secretary  of  the  Treasury  Barr,  during  the  hearings,  had  an 
exchange  with  Congressman  Clawson  as  follows: 

Mr.  Clawson.  Now,  I  would  like  to  know  at  this  'point 
about  the  ownership  of  this  instrument  and  is  there  actually 
a  passing  of  title  to  the  private  investor  in  the  field? 

Mr.  Barr.  Title  does  not  pass  to  the  private  investor. 

The  beneficial  interest. 

Mr.  Clawson.  What  is  the  sale  concept? 

Mr.  Barr.  He  is  purchasing  a  beneficial  interest  in  a 
pool  of  assetsj 

Mr.  Clawson.  Without  a  passage  of  title? 

Mr.  Barr.  That  is  correct; 

Mr.  Clawson.  That  is  a  beneficial  interest  then  in  what, 
the  FNMA  or  their  power  to  borrow  on  the  Treasury  or  what? 

Mr.  Barr.  It  is  beneficial  interest  in  a  group  of  assets. 

It  might  be  college  housing,  might  be  mortgages,  might  be 
Small  Business  Administration  loans.  It  is  in  a  pool  of  assets 
guaranteed  by  the  agency  and  backed  up  by  the  appropriation 
of  Congress. 
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Mx-.  Clawson.  And  backed  up  by  the  Treasury  of  course, 
eventually;  is  it  not? 

Mr.  Barr.  Backed  up  in  the  ultimate  by  the  Congress,  sir. 

The  Treasury  is  nothing  but  the  authority  of  Congress. 

Mr.  Clawson.  The  investor  would  interpret  that  the 
Federal  Government  is  backing  this? 

Mr.  Barr.  That  is  correct. 

In  short,  it  is  clear  that  the  Under  Secretary  of  the  Treasury  agrees 
that  no  sale  actually  takes  place — that  no  title  of  ownership  passes 
to  the  purchaser.  What  does  occur  is  that  the  purchaser  of  the 
participation  buys  a  beneficial  interest  in  a  group  of  assets  at  a  very 
lucrative  return. 

To  use  a  colloquial  expression,  all  a  purchaser  would  get  would  be 
"a  piece  of  the  action.” 

The  Public  Will  Be  Fooled— But  It  Will  Pay 

The  participation  sales  program  is  a  device  to  fool  the  public  on 
budget  expenditures.  It  is  a  costly  delusion. 

Everyone  agrees  that  FNMA  participation  financing  is  more 
costly  than  direct  Treasury  financing.  The  differential  in  cost  will 
vary  from  time  to  time  depending  upon  financial  markets.  The 
administration  claims  it  will  amount  to  one-fourth  to  three-eights 
percent.  The  fact  remains  that  on  the  most  recent  offers  of  partici¬ 
pations  by  the  Export-Import  Bank  and  FNMA  the  interest  rate 
differential  was  a  full  one-half  percent. 

Eximbank  in  February  of  this  year  sold  $360  million  of  participa¬ 
tions  at  a  5V2  percent  rate.  FNMA  on  March  16  of  this  year  sold 
$410  million  of  participations  with  interest  rates  of  5}i  percent  for 
intermediate  maturities.  In  February  of  this  year  the  Treasury 
Department  on  a  refunding  offer  sold  over  $6  billion  (of  5-percent 
notes  due  in  1970.  These  notes  have  been  referred  to  as  the  “Johnson 
5’s.” 

On  a  yield  differential  basis  the  spread  was  even  greater  than  the 
one-half  percent  spread  in  coupon  rates.  On  the  day  the  FNMA 
participations  were  offered  with  the  1970  maturity  on  a  514-percent 
yield  basis,  the  “Johnson  5’s”  of  1970  were  selling  at  a  premium  in  the 
Government  bond  market.  The  closing  bid  and  asked  for  the  “John¬ 
son  5’s”  that  day  was  100%  bid  and  100%  asked.  At  the  asked 
price,  an  investor  would  receive  a  yield  to  maturity  of  4.86  percent. 

The  following  table  compares  the  yields  on  FNMA  participations 
with  yields  on  Government  securities  on  the  date  the  FNMA  par¬ 
ticipations  were  sold. 
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Comparison  of  yields  on  FNMA  participations  and  nearest  comparable  U.S. 
Government  securities  as  of  Mar.  16,  1966 


FNMA  participation  certificates 

U.S.  securities,  nearest  comparable  issue 

Excess  yield 
of  FNMA 
certificates 
(percent) 

Coupon 

rate 

Maturity 

Percent 

yield 

Coupon 

rate 

Maturity 

Percent 

yield 

5.  40 

1967 

5. 40 

3% 

1967 

4.83 

0.  57 

5.  45 

1968 

5.45 

3VS 

1968 

4.90 

.55 

5.  50 

1969 

5.50 

4 

1969 

4. 87 

.58 

5. 50 

1970 

5.  50 

4 

1970 

4. 92 

.58 

5.  50 

1971 

5.50 

4 

1971 

4.94 

.56 

5.  50 

1972 

5.  50 

4 

1972 

4.99 

.  51 

5. 50 

1973 

6.  50 

4 

1973 

5.03 

.47 

5.  50 

1974 

5.  50 

4Vs 

1974 

5.05 

.45 

5.  50 

1975 

5. 50 

1974 

5.02 

.48 

5.  45 

1976 

5.  45 

4  x 

1974 

5.02 

.43 

5.  45 

1977 

5.45 

4K 

1974 

5.02 

.43 

5.  40 

1978 

5.  40 

4 

1980 

4.70 

.70 

5. 35 

1979 

5.35 

4 

1980 

4.  70 

.65 

5. 30 

1980 

5.30 

4 

1980 

4.70 

.60 

5. 25 

1981 

5.25 

4 

1980 

4.70 

.  55 

On  the  basis  of  the  rate  differential — one-half  percent — on  FNMA 
and  Eximbank  participations  over  the  rate  on  “Johnson  5’s,”  the 
added  and  unnecessary  cost  amounts  to  $5  million  a  year  on  each 
$1  billion  of  participations  sold.  On  the  $4.2  billion  of  participations 
to  be  sold  that  is  an  added  and  unnecessary  cost  of  $21  million.  If  we 
assume  the  average  maturity  of  the  participations  will  be  10  years  the 
taxpayer  will  be  “nicked”  for  over  $200  million  of  unnecessary 
expenses. 

The  interest  cost  differential  is  not  the  only  cost  however.  When 
an  asset  is  sold  outright  by  the  Government  the  purchaser  takes  over 
the  burden  of  servicing  costs.  Depending  upon  the  nature  of  the 
asset,  this  servicing  cost  will  amount  to  about  one-half  percent.  So 
the  above-cited  costs  would  be  doubled  as  between  outright  sale  of 
assets  and  pseudo  sale  of  assets. 

What  a  burden  to  place  on  the  taxpayer’s  shoulders  for  fooling 
them  on  their  country’s  budget. 

As  the  President  himself  observed  in  his  recent  message  on  con¬ 
sumer  interests,  “The  consumer  has  just  as  much  right  to  know  the 
cost  of  borrowing  money  as  to  know  the  price  of  any  other  article  he 
buys.” 

The  New  System  of  Subsidized  Financing 

Without  a  single  word  of  testimony  from  private  lenders,  this  bill 
would  establish  a  whole  new  system  of  subsidized  financing.  Private 
lenders  were  not  even  given  an  opportunity  to  testify  on  a  bill  that 
could  establish  a  new  lending  system  with  which  it  would  be  impossible 
for  them  to  compete.  This  is  true  of  savings  and  loan  associations, 
banks,  insurance  companies,  mortgage  bankers,  and  investment 
bankers. 

The  administration  hammered  away  at  the  theme  of  “replacing 
public  with  private  credit.”  If  so,  why  were  we  refused  the  oppor¬ 
tunity  of  hearing  even  one  single  private  witness  ?  Why  the  reluctance 
to  hear  private  views?  Why? 

The  bill  provides  for  the  pooling  of  loans  bearing  submarket  interest 
rates.  The  interest  received  on  such  assets  would  not  be  sufficient 
to  pay  the  interest  on  the  participations  sold  against  the  pools  of  such 
assets.  To  make  up  such  deficiency  in  debt  service,  the  bill  would 
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authorize  appropriations  to  the  pooling  agency  of  such  sums  as  may 
be  necessary  to  make  up  the  deficiency  between  interest  received  on 
I  assets  pooled  and  the  cost  of  interest  on  participations  sold.  Actually, 

I  the  provision  in  the  bill  is  so  broad  that  it  could  cover  deficiencies  in 
•  principal  as  well. 

Under  such  an  arrangement,  there  could  be  established  a  home 
■  lending  program  with  a  3-percent  interest  rate.  Savings  and  loan 
associations,  banks,  insurance  companies,  and  mortgage  bankers 
simply  could  not  compete  with  such  financing.  Public  facilities 
such  as  sewers,  water,  and  other  municipal  improvements  or  educa¬ 
tional  facilities  could  be  financed  with  a  2-percent  rate.  Investment 
bankers  could  not  compete  with  such  financing.  This  subsidized 
lending  provision  would  thrust  a  dagger  in  the  heart  of  our  private 
enterprise  financing  system. 

Instead  of  the  bill  replacing  public  with  private  credit,  on  the 

(contrary  the  bill  would  do  just  the  opposite.  It  would  establish  a 
broad  system  of  subsidized  credit,  asking  our  private  lending  system 
to  dig  its  own  grave  by  purchase  of  participations. 

A  Balanced  Budget  Can  Be  Achieved — By  Bookkeeping 

The  administrative  budget  for  fiscal  year  1967  contemplates  a 
budget  deficit  of  $1.8  billion.  An  integral  part  of  this  budget  is  the 
proposed  sale  of  $4.7  billion  of  financial  assets.  Of  that  total,  $500 
million  is  to  represent  actual  or  legitimate  sales  of  assets  and  $4.2  bil¬ 
lion  is  to  be  achieved  by  participation  “sales”  of  assets.  The  pro¬ 
ceeds  will  be  used  to  offset  expenditures  that  otherwise  would  have  to 
appear  in  the  budget.  In  other  words,  if  the  $4.2  billion  of  participa¬ 
tion  “sales”  are  not  made,  the  budget  deficit  will  be  $6  billion  in  place 
of  $1.8  billion. 

Using  the  participation  device,  the  administration  easily  could  have 
projected  the  fiscal  year  1967  budget  to  reflect  a  surplus  rather  than  a 
deficit.  All  the  administration  would  have  had  to  have  done  was  to 
project  participation  sales  in  an  additional  amount  of  $1.8  billion. 
This  easily  could  have  been  done.  Could  it  be  that  the  administration 
did  not  wish  to  risk  overplaying  its  hand? 

Under  the  new  legislative  proposal,  participation  sales  are  to  be 
)  made  in  new  agency  lending  programs  in  the  amount  of  $2.8  billion. 
As  of  June  30,  1966,  it  is  estimated  that  these  agency  holdings  of 
financial  assets  will  total  $7.7  billion.  To  balance  the  fiscal  year  1967 
budget,  all  the  administration  would  have  to  do  is  sell  an  additional 
$1.8  billion  of  participations  in  these  new  agency  participation  pro¬ 
grams.  The  additional  participation  sales  could  be  credited  as  a 
budget  receipt  rather  than  being  used  to  provide  funds  for  new 
lending. 

Such  budget  maneuvering  would  in  no  way  exhaust  the  possibilities 
of  this  new  device.  The  Federal  Government  owns  $33.1  billion  of 
financial  assets.  Any  or  all  of  these  could  be  pooled  for  participation 
sales  in  whatever  amount  the  capital  markets  would  absorb.  Wide- 
open  manipulation  of  the  budget  therefore  is  possible.  For  instance, 
assuming  that  the  capital  markets  would  finance  a  much  larger  volume 
of  participations  it  would  even  be  possible  to  take  fiscal  year  1967’s 
$112.8  billion  budget  expenditures  and  reduce  them  below  the  mystic 
$100  billion  level  by  selling  off  enough  participations  against  the  $33 
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billion  of  assets  held  to  accomplish  that  budgetary  result.  This 
device  through  bookkeeping  manipulation  can  make  a  shambles  of 
the  administrative  budget.  We  might  as  well  junk  it. 

The  Debt  Limit  Will  Become  Meaningless 

Just  as  budget  expenditures  can  be  given  the  runaround  by  this 
participation  device,  so  too  can  the  Federal  debt  limit.  As  previously 
mentioned,  the  Federal  Government  holds  $33  billion  of  financial 
assets.  That  is  a  measure  of  the  jimmying  that  can  be  done  to  the 
Federal  debt  limit,  if  participations  are  sold  on  these  assets  and 
proceeds  used  to  retire  the  Federal  debt.  The  Government  of  course 
still  would  have  the  debt  in  the  form  of  obligations  sold  by  FNMA. 
But  FNMA  debt  is  outside  of  the  Federal  debt  limit.  It  is  the  old 
shell  game.  Now  you  see  it,  now  you  don’t.  But  it  is  there  just  the 
same. 

It  makes  no  difference  as  to  what  the  quality  of  these  assets  are. 
It  makes  no  difference  as  to  whether  maturities  are  “short”  or  “long.” 
It  makes  no  difference  what  the  rate  of  interest  on  the  assets  is. 
The  poorest  of  them  and  the  most  undesirable  from  an  investment 
point  of  view  could  be  pooled  and  participations  sold  against  them. 
They  would  be  just  as  readily  marketable  and  they  would  sell  at  the 
same  rate  of  interest  as  participations  sold  against  a  pool  of  the  best 
of  these  assets.  The  reason  for  this  is  that  the  Investment  quality  of 
the  participations  is  established  by  the  FNMA  guarantee  of  the 
participations,  in  turn  backed  by  an  unlimited  draw  on  the  U.S. 
Treasury,  rather  than  by  whatever  the  quality  of  the  assets  pooled. 

It  is  a  neat  gimmick.  Indirectly  Government  credit  could  be  used 
to  effect  a  reduction  in  the  Federal  debt. 

The  miracles  of  bookkeeping  are  indeed  marvelous! 

Breaching  the  4%-Percent  Government  Bond  Ceiling  Rate 

FNMA  participations  not  alone  give  the  budget  and  the  debt  ceil¬ 
ing  the  runaround,  they  also  give  the  4%-percent  Government  bond 
ceiling  rate  the  runaround.  The  Federal  Government  itself  may  not 
sell  bonds  with  maturities  longer  than  5  years  at  an  interest  rate  above 
4  y4  percent.  There  is  no  such  interest-rate  ceiling  on  FNMA  partici¬ 
pation  sales.  In  the  latest  FNMA  participation  sale  on  March  16, 
1966,  maturities  due  within  a  3-to-7-year  range  carried  an  interest 
rate  of  5%  or  1%  percent  above  the  Treasury  bond-rate  ceiling. 

Likewise  in  the  most  recent  sale  of  Export-Import  Bank  participa¬ 
tions  in  February  of  this  year  the  participations  were  sold  at  a  5  >2- 
percent  interest  rate. 

FNMA  participation  certificates  are  not  subject  to  the  4^-percent 
U.S.  bond  rate  limitation  because  they  are  not  obligations  of  the 
U.S.  Government.  Section  306  of  the  FNMA  Charter  Act  provides 
that  FNMA  obligations  “*  *  *  are  not  guaranteed  by  the  United 
States  *  *  *.”  Nothwithstanding  this,  participation  certificates  to 
be  sold  by  FNMA  for  other  agencies  will  be  guaranteed  by  FNMA 
and  that  guarantee  in  turn  is  supported  by  the  unlimited  right  of 
FNMA  to  borrow  from  the  U.S.  Treasury  in  any  amount  or  amounts 
that  may  be  needed  to  pay  principal  and/or  interest  on  the  certificates. 
Any  time  the  Treasury  wants  to  give  the  4%-percent  bond  rate  ceiling 
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the  runaround  all  it  has  to  do  is  turn  over  to  FNMA  the  job  of  long¬ 
term  financing. 

Economic  Impact 

We  all  know  that  even  under  the  theories  of  the  “new  economics” 
where  budget  deficits  have  taken  on  less  importance,  there  neverthe¬ 
less  exists  within  members  of  both  parties  in  the  Congress  a  “puri¬ 
tanical”  sensitivity  to  runaway  deficits.  Perhaps  the  reason  for  this 
is  that  every  nationwide  poll  shows  a  surprisingly  high  percentage  of 
American  voters  clinging  to  the  supposedly  puritanical  notion  that 
deficits  must  at  least  be  controlled. 

The  one  factor  most  influencing  executive  department  and  con¬ 
gressional  spending  habits  is  the  estimated  size  of  the  Federal  deficit. 
Few  would  quarrel  with  the  observation  that  the  present  Congress 
would  be  spending  far  less  had  next  year’s  deficit  been  estimated  to 
be  $5,  $10,  or  $15  billion  instead  of  the  estimated  $1.8  billion  con¬ 
tained  in  the  President’s  budget  message.  In  fact,  the  majority  of  a 
)  surprised  joint  session  of  Congress  apparently  took  the  President’s 
estimate  of  next  year’s  deficit  as  a  green  light  for  still  greater  Federal 
program  expenditures,  rather  than  embarking  on  a  period  of  “diges¬ 
tion”  as  had  been  recommended  for  this  year  by  the  Senate  majority 
leader. 

Under  this  bill,  the  psychological  lid  to  Federal  spending  imposed 
by  budgetary  restraints  is  blown  sky  high.  If  all  that  need  appear 
in  the  administrative  budget  on  several  multibillion-dollar  programs 
will  be  the  difference  between  receipts  on  assets  pooled  and  debt 
service  on  participations  sold,  Congress  itself  will  be  kept  in  the  dark 
on  the  economic  impact  of  its  spending  policies.  We  could  set  into 
motion  tens  of  billions  in  new  or  increased  subsidized  interest  rate 
programs  at  a  budgetary  cost  of  only  2 }{  to  3  percent  of  the  amount 
in  new  spending. 

While  the  budgetary  impact  might  be  slight,  the  economic  impact 
would  be  just  as  intense  as  under  the  traditional  approach  whereby 
Federal  spending  is  funded  by  Treasury  borrowings  under  the  statu¬ 
tory  debt  limit. 

In  fact,  in  a  period  of  rapidly  increasing  living  costs  a  prudent 
President  who  himself  was  aware  of  the  dangerous  toy  he  had  con- 
)  ceived  would  have  a  hard  time  controlling  congressional  spending 
habits.  With  a  wholly  artificial  budgetary  surplus  or  small  deficit, 
pork  barrel  spending  programs  could  never  be  held  in  check. 

We  have  all  seen  the  TV  commercials  extolling  the  virtues  of  debt 
consolidation  services,  whereby  a  family  overburdened  with  mortgage, 
automobile,  and  other  time-payment  consumer  installment  debts  can 
mix  them  all  together  in  one  big  heap  and  forget  its  worries.  The 
pitchman  doesn’t  bother  to  say  that  the  total  debt  increases  because 
of  new  interest  payments  piled  on  old.  Nor  does  he  bother  to  warn 
the  family  against  taking  a  further  credit  buying  binge  based  upon  its 
sudden  feeling  of  “instant  affluence.”  Restraint  is  thrown  to  the 
wind. 

So  it  could  be  with  the  technique  of  hiding  huge  Federal  expenditures 
from  the  budget.  Just  as  in  the  case  of  the  family  having  its  debts 
consolidated,  the  Federal  Government  and  the  Congress  would  be 
tempted  to  embark  on  an  unrestrained  splurge  in  spending. 
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Impact  on  Home  Mortgage  Market 

The  home  mortgage  market  is  in  an  unprecedented  state  of  turmoil 
and  confusion.  This  proposal  would  promote  chaos  in  that  market. 

Why  would  any  lender  buy  a  5%  percent  FHA  or  GI  mortgage  and 
have  to  pay  the  cost  of  servicing  such  mortgage  when  he  can  buy  a 
FNMA  participation  and  obtain  a  rate  of  5%  percent? 

Inevitably,  one  of  two  things  would  happen.  Either  funds  would 
be  drawn  from  the  home  mortgage  market  or  discounts  would  increase 
on  FHA  and  GI  mortgages  and  other  home  mortgages  as  well.  This 
proposal  would  increase  the  costs  of  home  mortgage  financing. 

Under  this  proposal,  FNMA  would  be  called  upon  to  raise  $2.8 
billion  of  funds  for  other  Government  lending  agency  programs. 
That  would  take  $2.8  billion  of  funds  out  of  the  private  capital  mar¬ 
kets.  That  is  $2.8  billion  of  new  competition  for  home  mortgage 
financing.  The  irony  of  the  proposal  is  that  FNMA,  which  is  a  home 
mortgage  financing  facility,  would  be  called  upon  to  commit  hari-kari 
in  the  home  mortgage  market. 

This  proposal  is  the  way  to  ever  higher  home  mortgage  financing 
costs.  That  is  the  public’s  participation  in  this  proposal. 

FNMA  Could  Finance  Foreign  Aid 

Under  the  administration’s  proposed  Participation  Sales  Act  of 
1966,  FNMA  is  to  become  a  financing  agency  for  other  Government 
lending  agencies. 

The  budget  estimates  that  at  the  close  of  June  30,  1966,  there  will 
be  outstanding  $33.1  billion  direct  loans  under  various  Federal  credit 
programs.  The  largest  and  most  rapidly  growing  (from  the  stand¬ 
point  of  dollar  volume)  of  the  Federal  loan  programs  is  that  of  the 
Department  of  State  through  its  Agency  for  International  Develop¬ 
ment.  At  the  close  of  fiscal  year  1965  the  volume  of  direct  loans 
outstanding  made  by  this  Agency  was  $9  billion.  At  the  close  of 
fiscal  year  1966  the  estimated  outstanding  volume  is  $10.5  billion. 
At  the  close  of  fiscal  year  1967  the  estimated  outstanding  volume  is 
$12  billion. 

FNMA  in  its  new  role  of  “Federal  hockshop”  could  sell  participa¬ 
tions  in  a  pool  of  such  loans.  It  makes  no  difference  that  these  AID 
direct  loans  bear  interest  in  some  instances  as  low  as  three-quarters  of  1 
percent  per  year  or  that  in  some  cases  they  have  maturities  as  long  as 
40  years.  The  legislation  proposed  authorizes  appropriations  for  any 
agency  pooling  its  loans  with  FNMA  in  an  amount  sufficient  to  make 
up  any  deficiency  between  income  received  on  the  loans,  and  interest 
paid  on  participations  sold  on  the  pooling  of  such  loans.  FNMA  thus 
will  not  suffer  any  loss  so  it  is  painless  financing  for  FNMA. 

Obviously  these  AID  loans  are  nonsalable  and  participations  in  a 
pool  of  such  loans  likewise  would  be  nonsalable  if  FNMA  did  not 
guarantee  the  payment  of  principal  and  interest  on  the  participations 
sold,  and  if  that  guarantee  was  not  backed  up  by  the  unlimited  draw  of 
FNMA  on  the  U.S.  Treasury  for  any  funds  that  might  be  needed  to 
pay  such  principal  and  interest. 

Let  us  explore  the  budgetary  possibilities  of  such  a  transaction.  As 
noted  above,  AID  holdings  of  foreign  aid  loans  are  expanding  at  a 
rate  of  $1.5  billion  per  year.  Under  the  present  system,  that  is  a  $1.5 
billion  charge  per  year  against  the  administrative  budget.  Under 
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the  participation  sales  device,  the  only  charge  against  the  administra¬ 
tive  budget  would  be  the  appropriation  to  make  up  the  deficiency 
between  the  income  received  on  the  loans  pooled  and  the  interest  cost 
of  the  participations  sold.  Assume  such  loss  differential  to  be  3 
percent,  the  budget  charge  then  would  be  3  percent  of  $1.5  billion  or 
only  $45  million  'per  year.  Financing  foreign  aid  becomes  almost  pain¬ 
less  insofar  as  the  budgetary  impact  is  concerned. 

Can  the  Congress  perpetrate  such  a  hoax  on  itself  and  the  public? 

FNMA  Could  Finance  the  U.S.  Treasury 

Under  the  proposal  FNMA  would  be  authorized  to  sell  beneficial 
interests  or  participations  in  loans  pooled  by  Government  agencies. 
The  loans  pooled  would  be  subject  to  a  trust  of  which  FNMA  would 
be  trustee.  FNMA  unconditionally  would  guarantee  principal  and 
interest  of  the  participations  sold  and  that  guarantee  would  be 
k  backed  up  by  the  unlimited  right  of  FNMA  to  borrow  funds  from  the 
'  U.S.  Treasury  in  whatever  amounts  might  be  necessary  to  make  good 
on  FNMA’s  guarantee  of  principal  and  interest  on  participations  sold. 

The  pooling  arrangements  with  FNMA  would  apply  to  “any  obli¬ 
gations  in  which  the  United  States  or  any  executive  department, 
agency,  or  instrumentality  thereof  may  have  a  financial  interest.” 
Such  broad  language,  of  course,  includes  the  Department  of  Treasury 
itself.  That  leads  to  a  situation  in  which  FNMA  could  sell  partici¬ 
pations  in  loans  held  by  the  U.S.  Treasury  while  at  the  same  time  the 
only  reason  the  participations  are  readily  salable  is  the  fact  that 
they  enjoy  the  unlimited  indirect  guarantee  of  the  U.S.  Treasury. 

That  FNMA  could  thus  finance  the  U.S.  Treasury  is  more  than  a 
hypothetical  possibility.  In  1945  the  U.S.  Treasury  made  a  $3% 
billion  loan  to  the  United  Kingdom.  The  loan  bears  2  percent  interest 
and  originally  was  repayable  in  50  installments,  beginning  December 
31,  1951.  In  1957  an  amendment  of  the  terms  of  the  loan  permitted 
the  deferral  of  up  to  seven  payments  of  principal  and/or  interest 
with  any  deferred  principal  payments  to  be  added  on  at  the  final 
maturity  of  the  loan.  Principal  and  interest  was  deferred  in  the  years 
1957,  1964,  and  1965.  The  final  maturity  of  the  loan  is  therefore 
\  2004.  As  of  the  close  of  1965  there  remained  outstanding  $3.15 
/  billion  of  principal.  If  one  were  to  guess  at  the  market  price  of  such 
a  loan,  a  generous  appraisal  would  be  a  price  of  60—60  cents  on  the 
dollar. 

Under  the  administration’s  proposal,  the  Treasury  Department 
could  pool  that  loan,  subject  it  to  the  FNMA  trust,  and  FNMA 
could  sell  $2.5  billion  of  participations.  While  that  would  amount  to 
but  80  percent  of  the  face  value  of  the  loan,  it  actually  would  amount 
to  133  percent  of  the  probable  market  value  of  the  loan.  Neverthe¬ 
less,  the  participations  would  be  readily  salable  in  the  market  because 
of  the  FNMA  guarantee  which  in  turn  is  backed  up  by  an  unlimited 
draw  on  the  U.S.  Treasury. 

Why  might  the  Treasury  want  to  do  this?  The  reason  would  be 
the  same  as  for  any  other  Government  agency  for  which  FNMA  would 
sell  participations  in  a  pool  of  loans.  Proceeds  of  the  participations 
sold  go  to  the  agency  pooling  the  loans  which  in  turn  could  use  the 
receipts  to  make  additional  loans.  The  Treasury,  the  same  as  any 
other  department  or  agency,  has  need  for  funds.  Treasury  might 
want  to  make  another  British  loan  to  bolster  the  British  balance-of- 
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payments  position.  Likewise,  the  Treasury  Department  might  want 
to  use  such  proceeds  to  extend  billion  dollar  credits  to  Latin  America 
or  the  proposed  Great  Society  for  southeast  Asia. 

Low  interest  rates  on  such  new  loan  commitments  would  be  no 
impediment,  because  the  administration  proposal  would  authorize 
appropriations  to  make  up  any  difference  between  principal  and 
interest  received  on  loans  that  were  pooled  and  principal  and  interest 
paid  on  participations  sold.  The  new  loans  would  not  even  appear 
in  the  budget  because  proceeds  from  the  participations  sold  would  be 
used  to  offset  such  loans.  In  the  absence  of  participation  sales,  such 
expenditures  would  appear  in  the  budget  as  an  item  of  expense. 

Financing  Post  Offices 

In  the  brief  hearing  on  the  bill  the  committee  was  honored  with  the 
presence  of  the  Postmaster  General.  We  ascribe  no  ulterior  motive 
to  his  presence. 

Apparently  he  alone,  among  Cabinet  officers,  grasps  the  potentiali¬ 
ties  of  this  legislation.  He  could  have  a  very  legitimate  interest  in  it. 
He  could  finance  the  construction  of  new  post  offices  in  every  village 
and  hamlet  throughout  the  land.  Through  the  FNMA  participation 
device  this  financing  could  be  accomplished  outside  of  the  debt  limit 
and  with  only  nominal  adverse  impact  on  the  Federal  budget.  Here 
is  the  way  it  would  work. 

Section  2(a)  of  the  bill  provides  that  “any  executive  department” 
may  pool  assets  with  FNMA,  wdiich  in  turn  may  sell  participation 
certificates  against  such  pooled  assets.  The  Postmaster  General  is 
clearly  eligible  to  participate  in  the  program. 

Assume  that  in  a  given  year  he  would  like  to  build  a  billion  dollars 
worth  of  post  offices.  That  would  be  a  billion  dollar  charge  against 
the  budget  and  we  would  think  he  would  have  a  difficult  time  getting 
appropriations  in  that  amount  for  that  purpose — assuming  the  Bureau 
of  the  Budget  even  would  permit  him  to  make  such  a  request.  Under 
this  legislation,  however,  he  could  overcome  Bureau  of  the  Budget 
and  Appropriation  Committees’  objections  through  the  FNMA  par¬ 
ticipation  device. 

He  could  contract  with  private  construction  companies  for  a  billion 
dollars’  worth  of  post  offices.  Using  funds  temporarily  borrowed 
from  the  Treasury  Department  he  could  finance  these  by  making 
available  to  the  private  contractors  a  billion  dollars  of  funds  to  be 
secured  by  first  mortgages  on  the  post  offices  to  be  constructed.  He 
then  would  be  in  possession  of  a  billion  dollars’  worth  of  financial 
assets.  These  could  be  pooled  with  FNMA  and  a  billion  dollars’ 
worth  of  participations  sold.  The  proceeds  of  the  billion  dollar  sale 
of  FNMA  participations  would  be  paid  to  the  Postmaster  General 
which  in  turn  could  be  used  to  repay  the  temporary  loan  that  the 
Postmaster  General  had  received  from  the  Treasury  for  the  initial 
advances  on  the  mortgages. 

Undoubtedly  the  Postmaster  General  would  insist  that  the  post 
offices  be  subjected  to  a  lease-purchase  arrangement.  That  is  to  say 
the  Government  would  lease  the  new  buildings  under  terms  whereby 
at  the  end  of  say  20  years  the  lease  would  terminate  and  title  to  the 
actual  buildings  would  revert  to  the  Government.  Such  a  lease 
probably  would  be  capitalized  at  5  percent  which  means  that  during 
the  20-year  interval  the  Government  only  would  pay  out  rentals  of 
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$50  million  a  year.  That  would  be  the  only  expense  that  would  be 
charged  to  the  budget. 

Think  of  it!  There  would  be  no  billion  dollar  charge  against  the 
budget — the  only  charge  would  be  $50  million  a  year.  Since  FNMA 
finances  outside  the  debt  limit  the  billion  dollars  of  permanent  financ¬ 
ing  would  not  appear  as  an  increase  of  Federal  debt. 

Back  in  the  1920’s  Chicago  had  a  mayor  who  used  to  advertise 
himself  as  “Big  Bill  the  Builder”  because  of  the  many  public  projects 
that  were  constructed  during  his  administration.  With  the  FNMA 
financing  device  the  Postmaster  General  could  make  him  look  like  a 
piker. 

Compound  Conflict  of  Interest 

Even  a  Philadelphia  lawyer  probably  would  be  amazed  at  the 
conflict  of  interest  facets  of  this  proposal. 

FNMA  is  a  mortgage  banker.  It  is  a  trustee.  It  is  both  a  trustor 
and  a  beneficiary  of  its  own  trust.  It  is  a  guarantor  of  the  participa¬ 
tions  it  sells.  As  elsewhere  noted,  in  exempting  the  trust  from  taxa¬ 
tion  the  trust  is  categorized  as  a  corporation. 

This  is  the  creature  the  Congress  is  creating.  Can  you  imagine  the 
torrents  of  congressional  criticism  that  would  ensue  if  a  similar  com¬ 
pound  conflict  of  interest  setup  was  attempted  by  private  enterprise? 

The  “Cozy”  Arrangement 

FNMA  has  sold  four  issues  of  participations.  Each  time  they  have 
been  sold  to  four  big  Wall  Street  investment  houses.  These  are: 
Morgan  Guaranty  Trust  Co.  of  New  York;  Merrill  Lynch,  Pierce, 
Fenner,  &  Smith;  Salomon  Bros.  &  Hutzler;  and  the  First  Boston 
Corp.  They  take  turns  appearing  at  the  head  of  the  syndicate. 

On  the  first  issue,  Morgan  Guaranty  Trust  Co.  of  New  York  was 
at  the  bottom  of  the  list.  On  subsequent  sales  it  moved  up  a  notch  at 
a  time  so  that  on  the  fourth  and  last  sale  of  FNMA  participations  it 
appears  at  the  top  of  the  list. 

It  is  a  nice  “clubby”  arrangement- — $1.6  billion  of  business  and 
over  $5  million  of  commissions.  Under  this  bill  that  clubby  arrange¬ 
ment  could  continue.  If  the  volume  of  FNMA  participation  financing 
is  to  get  up  to  that  contemplated  by  the  bill,  what’s  wrong  with 
requiring  by  statute  that  the  participations  be  sold  on  a  competitive 
bid  basis? 

Is  It  a  Coverup? 

Section  2(b)  of  the  bill  contains  an  intriguing  sentence.  It  states 
“The  effect  of  both  past  and  future  sales  of  any  issue  of  beneficial 
interests  or  participations  shall  be  the  same,  to  the  extent  of  the 
principal  of  such  issue,  as  the  direct  sale  of  the  obligations  subject 
to  the  trust.”  What  is  the  significance  of  making  this  interpretation 
apply  to  “past  sales”?  Is  this  a  coverup  on  some  past  action?  Is 
there  by  chance  doubt  as  to  the  legality  of  how  the  proceeds  of  past 
sales  have  been  treated? 

Under  the  FNMA  Charter  Act  participation  sales  are  made  subject 
to  section  307  of  the  Charter  Act  which  deals  with  the  separate  ac¬ 
countability  of  FNMA  functions. 

With  respect  to  the  management  and  liquidating  functions  of 
FNMA,  which  is  the  authority  under  which  participations  are  sold, 
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section  307  of  the  Charter  Act  states  that  “such  related  earnings  or 
other  amounts  as  become  available  shall  be  paid  annually  by  the 
Association  to  the  Secretary  of  the  Treasury  for  covering  into  mis¬ 
cellaneous  receipts.” 

Has  FNMA  violated  the  law  in  its  disposition  of  past  receipts  from 
participations  they  have  sold?  Is  the  applicability  of  this  sentence 
to  “future  sales”  to  negate  this  provision  of  existing  law  without 
actually  directly  amending  the  law?  Frankly,  this  is  such  unusual 
language  that  it  is  something  with  which  the  committee  should  have 
concerned  itself. 

The  committee  would  have  been  justified  in  calling  the  Comptroller 
General  as  a  witness  on  this  bill  if  for  no  other  reason  than  to  explore 
the  meaning  of  this  sentence. 

The  Eisenhower  Program 

It  is  claimed  this  participation  sale  proposal  is  but  an  extension  of 
the  sale  of  assets  programs  inaugurated  by  the  Eisenhower  adminis¬ 
tration.  Cited  by  some  is  an  FNMA  swap  in  fiscal  year  1960  of  $311 
million  of  low-interest  mortgages  it  held  for  $316*  million  of  non- 
marketable  Treasury  investment  bonds  owned  by  the  public.  That 
was  a  straightforward  transaction. 

The  mortgages  were  sold  on  a  competitive  bid  basis  and  paid  for 
by  bonds  held  by  investors.  Actual  title  to  the  mortgages  passed  to 
the  purchasers.  Proceeds  of  this  deal  were  carried  in  the  budget  as  a 
budget  receipt.  The  bonds  acquired  by  FNMA  were  surrendered  to 
Treasury  for  cancellation.  Thereupon,  Treasury  reduced  FNMA’s 
indebtedness  to  it  by  a  like  amount.  There  was  no  budget  runaround 
in  that  transaction  at  all. 

Incidentally,  that  mortgage-bond  swap  was  denounced  bitterly  by 
Democrats  in  the  Senate.  On  August  20,  1959,  a  sense  of  the  Senate 
resolution  (S.  Res.  130)  expressing  disapproval  of  the  plan  was  passed 
by  an  almost  party-line  vote  of  56  to  29. 

Included  in  those  supporting  the  disapproval  resolution  were  the 
then  majority  leader  of  the  Senate  and  the  then  senior  Senator  from 
Minnesota. 

An  administration  witness  stated  that  expansion  of  the  asset  sales 
program  was  urged  in  1963  in  a  minority  report  of  the  House  Ways  and 
Means  Committee  on  H.R.  6009  (to  provide  temporary  increases  in 
the  public  debt  limit).  Of  course  the  Eisenhower  administration 
pursued  a  sale  of  assets  program  but  it  was  a  legitimate  sales  program. 
There  was  no  reason  why  the  Federal  Government  should  continue  to 
hold  assets  which  could  be  sold  lock,  stock,  and  barrel  to  the  private 
market.  That  is  what  the  minority  report  of  the  Ways  and  Means 
Committee  in  1963  was  talking  about.  Please  note  that  it  did  not  say 
one  word  about  participations.  It  talks  about  sales  of  marketable 
Government  assets.  It  talks  about  sales  of  loans  which  are  readily 
marketable  and  for  which  a  very  good  market  existed.  Following  is 
the  exact  language  from  that  report: 

The  administration  also  can  always  reduce  its  borrowing 
requirements  by  additional  sales  of  marketable  Government 
assets.  This  provides  the  Treasury  with  another  “cushion.” 

For  example,  when  the  Secretary  of  the  Treasury  was 
before  the  committee  on  February  27,  we  suggested  that  it 
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was  incumbent  upon  the  administration  to  show  "good  faith” 
before  coming  to  the  Congress  for  an  additional  increase  in 
borrowing  authority.  We  pointed  out  that  the  Govern¬ 
ment  held  about  $30  billion  in  loans,  many  of  which  were 
readily  marketable.  In  fact,  there  was  a  very  good  market 
for  many  of  these  loans.  Instead  of  increasing  its  offering 
of  these  loans  to  private  lenders,  the  administration  was 
then  acting  on  the  supposition  that  the  Congress  would  au¬ 
tomatically  accede  to  a  request  for  an  increase  in  its  borrow¬ 
ing  authority. 

It  was  also  pointed  out  to  the  Secretary  of  the  Treasury 
that  the  Government  had  other  assets  which  might  be 
liquidated,  such  as  the  stockpile  of  strategic  materials 
amounting  to  about  $8.7  billion. 

Our  refusal  to  grant  the  administration’s  request  last 
February  produced  results.  In  the  interim  of  less  than 
2  months  the  administration  found  that  it  could  increase 
revenues  from  the  sale  of  loans  by  an  additional  $1  billion 
for  fiscal  1963.  Now,  the  administration  estimates  that  it 
will  realize  $2,082  billion — as  contrasted  with  an  original  esti¬ 
mate  of  only  $0,929  billion  less  than  2  months  ago.  In  view 
of  this  development,  we  challenge  the  administration’s  most 
recent  estimates  of  borrowing  needs. 

Republicans  did  not  then,  nor  do  we  now,  quarrel  with  actual  sales 
of  marketable  assets. 

Committee  Action 

The  printed  bill  was  not  available  to  committee  members  until 
about  one-half  hour  before  the  hearings  began.  About  2  hours  of 
hearings  were  held  during  'which  the  Under  Secretary  of  the  Treasury 
and  the  Director  of  the  Bureau  of  the  Budget  testified.  Each  stated 
the  bill  would  not  weaken  congressional  control.  Such  statements 
were  challenged  directly  by  a  member  of  the  minority  as  being  mis¬ 
statements  of  fact  as  far  as  the  language  of  the  bill  was  concerned. 

It  was  pointed  out  that  authorizing  committee  control  would  be 
weakened  because  the  language  of  the  bill  did  not  require  that  the 
agency  pooling  the  loans  guarantee  the  loans  pooled.  The  requested 
authority  was  merely  permissive.  The  bill  stated  that  the  agency 
may  guarantee  pooled  loans.  If  the  agency  did  not  guarantee  pooled 
loans  there  would  be  no  limit  on  agency  lending  activity  for  the 
reason  that  funds  endlessly  would  become  available  through  proceeds 
of  participation  sales  which  could  be  used  to  make  new  loans  within 
the  agency’s  authorized  lending  limit.  The  authorizing  committee 
would  have  lost  complete  control  of  the  level  of  loan  activity. 

However,  if  the  agency  is  required  to  guarantee  loans  pooled,  then 
an  effective  limit  would  be  maintained  because  in  setting  up  a  revolv¬ 
ing  fund  for  an  agency  the  language  usually  states  “The  total  amount 
of  loans,  guarantees,  and  other  obligations  or  commitments  outstand¬ 
ing  at  any  one  time  shall  not  exceed  x  dollars.”  Proof  that  the 
administration  had  misread  its  own  bill  was  forthcoming  immediately 
when  the  witnesses  agreed  to  change  the  “may”  to  “shall.”  thereby 
requiring  by  statute  that  the  agency  guarantee  loans  pooled.  This 
change  restored  the  control  of  the  authorizing  committee. 
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With  respect  to  maintaining  control  by  Appropriations  Committees 
another  substantive  change  was  made  in  the  provisions  of  the  bill  as 
introduced.  Although  unclear,  apparently  it  was  the  intent  of  the 
provision  with  respect  to  Appropriations  Committees’  control  to  re¬ 
quire  advance  approval  of  participations  to  be  sold  where  submarket 
assets  were  to  be  pooled  requiring  an  appropriation  to  make  up  the 
difference  between  receipts  from  assets  pooled  and  debt  service  on 
participations  sold. 

No  Appropriations  Committees’  approval  would  have  been  required 
for  participation  sales  which  did  not  involve  an  appropriation  de¬ 
ficiency. 

The  ranking  minority  member  of  the  committee  asked  the  witnesses 
if  they  woidd  approve  changing  the  proposed  language  so  as  to  require 
advance  approval  by  the  Appropriations  Committees  of  all  proposed 
participation  sales,  whether  or  not  they  involved  subsidy  payments. 
After  an  initial  rejection  of  this  proposal,  and  a  break  for  lunch,  agree¬ 
ment  on  such  a  change  was  forthcoming.  Nevertheless,  the  language 
of  the  new  paragraph  (5)  which  section  2(b)  of  the  bill  would  add  to 
section  302(c)  of  the  FNMA  Charter  Act  raises  serious  questions  as  to 
whether  or  not  congressional  control  over  appropriations  would  be 
protected. 

But  it  was  only  after  these  changes  that  the  bill  would  actually  do 
what  its  advocates  had  contended. 

A  sentence  in  section  2(b)  of  the  bill  states,  “The  trust  or  trusts 
shall  be  exempt  from  all  taxation.”  The  section-by-section  summary 
provided  by  the  Treasury  Department  interprets  this  brief  sentence 
as  follows:  “This,  in  effect,  would  categorize  the  trust  as  a  corporation 
and  exempt  its  income  from  taxation.  Since  the  trust  is  a  corporation, 
the  income  received  by  the  participation  holders  would  be  taxable 
dividends,  even  if  part  of  the  income  earned  by  the  corporation  would 
have  been  tax  exempt  if  owned  directly  by  an  investor.”  Now,  who 
would  ever  have  thought  that  simple  sentence  meant  that? 

The  committee  acted  with  such  rapidity  that  there  was  no  oppor¬ 
tunity  to  confer  with  members  of  the  Ways  and  Means  Committee 
as  to  what  that  simple  sentence  really  meant.  The  committee  has 
no  idea  how  many  other  “simple”  sentences  there  may  be  in  the  bill 
with  widespread  unstated  ramifications.  If  there  ever  was  legislation 
to  which  the  committee  should  devote  careful  and  intense  scrutiny, 
this  is  such  a  bill.  This  was  not  done.  Even  the  administration 
witnesses  conceded  that  this  was  “peculiar”  language. 

After  ordering  the  big  participation  bill  reported,  the  committee 
then  took  up  the  individual  SBA  participation  bill,  S.  2499,  and 
promptly  ordered  it  reported.  The  committee  did  not  even  take 
the  trouble  to  make  it  conform  with  the  two  substantive  amendments 
which  had  been  made  to  the  overall  participation  bill.  So  the  little 
SBA  participation  bill  still  is  couched  in  terms  which  give  the  author¬ 
izing  and  Appropriations  Committees  the  runaround.  Actually 
there  is  no  need  for  action  on  the  small  SBA  bill  at  all.  Under  the 
overall  participation  bill  SBA  is  1  of  the  100  agencies  for  whom 
FNMA  can  provide  participation  financing. 
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Committee  Inaction 

In  the  very  brief  executive  session  in  committee  on  this  bill  there 
was  no  opportunity  for  the  committee  to  really  ascertain  what  this 
legislation  is  all  about.  Section  ‘2(a)  of  the  bill  would  amend  the 
first  sentence  of  section  302(c)  of  the  FNMA  Charter  Act  so  that  it 
would  read  as  follows: 

(c)(1)  Notwithstanding  any  other  provision  of  this  Act  or 
any  other  law,  the  Association  is  authorized  under  section  306 
to  create,  accept,  execute,  and  otherwise  administer  in  all 
respects  such  trusts,  receiverships,  conservatorships,  liqui¬ 
dating  or  other  agencies,  or  other  fiduciary  and  representa¬ 
tive  undertakings  and  activities,  hereinafter  in  this  subsection 
called  “trusts”,  as  might  be  appropriate  for  financing  pur¬ 
poses;  and  in  relation  thereto  the  Association  may  acquire, 
hold  and  manage,  dispose  of,  and  otherwise  deal  in  any 
t  obligations  and  other  types  of  securities,  including  any  instr  u¬ 
mentality  commonly  known  as  a  security,  hereinafter  in  this 
subsection  called  “obligations” ,  in  which  the  United  States 
or  any  Executive  Department,  agency,  or  instrumentality 
thereof  may  have  a  financial  interest. 

The  new  language  added  by  this  bill  appears  in  italic. 

Two  years  ago  when  this  first  sentence  of  subsection  (c)  was  added 
to  section  302  of  the  FNMA  Charter  Act  no  one  took  the  trouble  to 
inquire  as  to  what  authority  was  intended  by  empowering  FNMA  to 
administer  “receiverships,  conservatorships,  liquidating  or  other 
agencies,  or  other  fiduciary  and  representative  undertakings  and 
activities  *  * 

In  the  committee’s  consideration  of  the  present  bill,  although  an 
amendment  as  indicated  above  was  made  to  this  sentence,  no  con¬ 
sideration  was  given  to  this  broad  authority  of  FNMA  to  administer 
receiverships,  conservatorships,  liquidating,  or  other  agencies,  or  other 
fiduciary  and  representative  undertakings  and  activities. 

Since  FNMA  can  jimmy  the  budget,  the  debt  limit,  and  the  4%- 
percent  bond  ceiling  rate  under  its  simple  participation  sale  authority, 
what  in  the  world  might  it  do  under  this  extremely  broad  but  appar- 
\  ently  still  unused  authority  that  is  in  the  statute?  Had  the  com- 
'  mittee  done  its  job  it  would  have  sought  an  answer  to  this  question. 
Lacking  a  good  answer  it  should  have  stricken  this  other  extremely 
broad  authority  from  the  law. 

Under  existing  authority,  FNMA  has  sold  $1.6  billion  of  participa¬ 
tions.  Similarly,  the  Eximbank  has  sold  $1.7  billion  of  participations. 
But  the  Chairman  of  the  Eximbank  was  not  called  as  a  witness 
before  the  committee.  It  seems  to  us  he  would  have  been  a  valuable 
witness  if  for  no  other  reason  than  the  fact  that  Eximbank  had  sold 
its  $1.7  billion  of  participations  without  paying  over  $5  million  of 
commissions  to  a  banking  group.  Eximbank  had  no  more  expense 
than  the  cost  of  telegrams  and  letters. 

The  President  of  FNMA  was  not  called  as  a  witness  on  this  big 
participation  bill.  Yet  it  is  his  organization  that  will  be  selling  and 
guaranteeing  the  billions  of  dollars  of  financing  to  be  done. 
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Conclusion 

Thomas  Jefferson  once  warned,  “Never  buy  what  you  do  not  want 
because  it  is  cheap;  it  will  be  dear  to  you.” 

That  sums  it  up.  This  bill  offers  a  cheap  budgetary  way  to  circum¬ 
vent  the  statutory  debt  and  interest  limits,  while  lulling  the  people 
into  thinking  that  the  millennium  has  arrived.  But  while  budget¬ 
conscious  Americans  may  be  fooled,  they  will  pay  dearly. 

If  our  charges  are  untrue,  then  why  the  unnecessary  haste  in  com¬ 
mittee?  Why  should  private  witnesses  be  denied  the  opportunity  to 
testify  on  such  a  far-reaching  proposal?  Are  we  very  far  from  the  day 
when  the  Clerk  will  call  the  roll  at  the  conclusion  of  the  reading  of  the 
President’s  annual  budget  message? 

Former  Speaker  of  the  House  Thomas  Reed  once  observed  that  our 
committees  were  “the  eye,  the  ear,  the  hand,  and  often  the  brains  of 
the  House”  on  legislation  under  its  jurisdiction.  “Freed  from  the 
very  great  inconvenience  of  numbers,”  he  said,  “it  can  study  a  ques-  i 
tion,  obtain  full  information,  and  put  the  proposed  legislation  into  | 
shape  for  final  action.” 

This,  your  committee  has  not  done.  If  the  House  is  to  give  further 
consideration  to  the  proposal,  the  bill  should  first  be  sent  back  to  the 
Committee  on  Banking  and  Currency  for  the  intensive  hearings  and 
study  that  a  proposal  of  this  magnitude  requires. 

If  not,  using  the  collective  mind  of  its  own,  the  House  should  over¬ 
whelmingly  reject  the  bill. 

William  B.  Widnall. 

Paul  A.  Find. 

Florence  P.  Dwyer. 

Seymour  Halpern. 

W.  E.  Brock. 

Burt  L.  Talcott. 

Del  Clawson. 

Albert  W.  Johnson. 

J.  William  Stanton. 
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INDIVIDUAL  VIEWS  OF  CONGRESSMAN  PAUL  A.  FINO  ON 

H.R. 14544 

I  would  like  to  express  my  concurrence  with  the  minority  views 
o  |  while  elaborating  on  the  multiplicity  of  reasons  why  this  fiscal  and 
monetary  monster  should  find  a  congressional  graveyard.  Like  all 
“crisis  economics”  proposals,  this  scheme  blends  economic  shakiness 
with  political  opportunism.  Its  Achilles  heels  are  numerous.  The 
following  are  the  reasons  why  I  opposed  reporting  and  will  oppose 
passage  of  this  legislation: 

(1)  Government  moneyraising  through  sale  of  participation  in 
pooled  assets  (loans)  is  more  expensive  than  Treasury  borrowing-,  and 
no  valid  reason  has  been  presented  for  either  circumventing  the 
Treasury  to  obtain  this  money  or  for  going  to  such  lengths  to  obtain 
money  when  the  budget  has  fat  to  be  slashed. 

(2)  The  reason  offered  for  using  sale  of  pool  participations  to  raise 
money  rather  than  Treasury  borrowing — even  at  admitted  higher 
costs — is  the  deception  that  the  administration  wants  to  bring  in 
private  capital.  The  reason  offered  for  wanting  private  capital  is 
phrased  in  all  sorts  of  free-enterprising  terminology.  The  real  reason 
for  private  capital  being  desired  is  that  while  Treasury  borrowing 
would  be  of  no  budget  camouflage  assistance,  private  funds  obtained 
through  pool  participation  sales  refinancing  can  be  chalked  up  on  the 
plus  side  of  the  budget  ledger. 

(3)  Thus  the  administration  is  concerned  about  avoiding  Treasury 
borrowing  in  favor  of  bringing  m  private  capital,  but  only  because 
private  funds,  and  private  funds  alone,  can  serve  as  the  receipts  needed 
to  camouflage  the  budget  deficit  and  make  a  budget  that  would  other- 
vase  be  politically  vulnerable  safe  for  waste  and  extravagance. 

(4)  Under  guise  of  “recruiting”  private  capital  to  share  the  burden  of 
Government  capital,  the  administration  is  offering  a  program  the  real 
thrust  of  which  is  to  establish  a  mechanism  through  which,  in  budget 
deficit  years,  the  extent  of  the  budget  deficit  can  "be  camouflaged  by 
receipts  gained  from  a  sale  of  Government  assets  for  private  funds.  I 
hardly  need  to  add  that  this  is  a  mechanism  for  economic  and  political 
fraud. 

(5)  If  the  Administration  was  concerned  about  sharing  its  loan 
burden  in  numerous  programs  with  private  credit,  it  might  put  a 
stop  to  these  programs  making  Government-subsidized  loans  in 
unfair  competition  with  private  credit.  A  January  1966  report  of 
the  General  Accounting  Office  stated  that  some  20  percent  of  Farmers 
Home  Administration  loans  are  made  in  unfair  and  improper  com¬ 
petition  with  private  credit  sources  against  the  prohibition  of  Congress. 
In  the  fiscal  1967  budget,  tne  Administration  proposes  to  pool  $600 
million  worth  of  these  loans  in  order  to  “bring  in”  private  credit. 
What  hypocrisy:  Private  credit  should  have  been  brought  in  before 
many  of  the  unfair  Farmers  Home  Administration  loans  were  made 
in  the  first  place. 
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(6)  The  huge  potential  loan-pooling  mechanism  is  actually  a 
menace  to,  rather  than  a  stimulus  and.  boon  to  private  credit.  The 
pool  participation  sales  refinancing  of  these  several  forms  of  Govern¬ 
ment  loans  will,  admittedly,  increase  the  total  volume  of  these 
Government  loan  programs  which  compete  witn  private  credit. 

(7)  What  with  the  Government  steadily  increasing  its  share  of 
national  loan  making  through  new  loanmaking  programs,  the  increase 
in  the  volume  of  each  of  these  loan  programs  which  will  be  made 
possible  by  the  pool-refinancing  device  will  move  the  Nation  inexorably 
toward  socialized  credit  where  the  Government  will  make  the  loans 
in  toto  and  bankers  will  be  relegated  to  the  position  of  de  facto  civil 
servants  who  invest  in  regulated  participations  at  regulated  rates. 

(8)  Not  only  is  this  type  of  program  expensive  because  it  avoids 
Treasury  financing  in  favor  of  bringing  in  “private”  funds  at  a 
higher  cost,  it  is  expensive  because  by  its  very  political  nature,  these 
refinancings  will  occur  in  budget  deficit  years  where  inflationary 
pressures  will  have  interest  rates  at  high  levels.  In  other  words,  this  4 
device,  as  a  largely  political  device,  will  promote  refinancing  for* 
budget  camouflage  purposes  in  just  those  years  where  refinancing  will 
be  most  costly  to  the  taxpayers  because  of  the  high  interest  rates  that 
will  have  to  be  paid. 

(9)  Similarly,  this  program,  by  covering  up  the  extent  of  real 
budget  deficits,  will  make  the  Federal  budget  safe  for  increased 
Federal  spending  in  just  those  years  where  already  too  high  Federal 
spending  levels  have  created  an  inflationary  budget  imbalance.  No 
doubt  the  programs  kept  in  the  budget  by  use  of  this  device  to  disguise 
budget  deficits  will  be  the  most  unjustifiable  and  wasteful  power¬ 
grabbing  programs  in  the  arsenal  of  Federal  spending.  This  is  a 
device  to  make  the  budget  safe  for  the  worst  of  programs  in  the 
tightest  of  years. 

(10)  The  budget  impact  of  this  program  is  not  confined  to  adding 
receipts  to  the  plus  side  of  the  budget  ledger.  It  also  eliminates  the 
need  for  certain  new  obligational  authority  on  the  minus  side  of  the 
budget.  The  net  effect  of  this  sort  of  thing  with  respect  to  the  room  it 
can  make  for  waste  in  an  otherwise  vulnerable  budget  is  doubled. 

(11)  Heavy  sale  by  Fannie  Mae  of  participations  in  pooled  loans  is 
liable  to  soak  up  investment  funds  available,  forcing  up  the  rates  the| 
Government  will  have  to  pay  on  other  issues  just  at  a  time  when  the" 
real  budget  is  gravely  out  of  balance. 

(12)  Mortgage  lending  is  particularly  likely  to  suffer  from  the  impact 
of  high  interest  bearing  pool  participation  shares.  Who  will  buy  a 
VA-  or  FHA-insured  mortgage  at  5%  percent,  assuming  the  cost  or 
paying  a  one-half  of  1  percent  service  charge,  when  FNMA  participa¬ 
tions  can  be  bought  which  will  pay  something  like  5%  percent,  with  the 
purchaser’s  only  exertion  being  a  form  of  coupon  clipping.  This 
participation  sales  program  is  a  mechanism  designed  to  kick  the 
mortgage  market  while  it  is  down.  The  public’s  participation  in  this 
program  will  be  ever-higher  home  mortgage  financing  costs.  Needless 
to  say,  this  will  also  strike  at  homebuilders,  realtors  and  building 
trades  unions. 

(13)  Congressional  control  over  loan  programs  run  by  the  Govern¬ 
ment  which  are  refinanced  by  this  device  will  be  impaired.  Granted 
that  an  appropriation  made  for  such  a  program  will  have  to  specify  the 
amount  against  which  participations  can  be  sold  (in  effect,  the  amount 
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,  which  can  be  refinanced),  this  still  undermines  the  congressional 
authorization  process.  Once  a  program  gets  past  the  authorizing 
committee,  some  further  degree  of  authorization  can  be  avoided  if  its 
appropriation  allows  a  big  enough  amount  of  refinancing.  This  will 
substantially  impair  the  meaning  of  the  authorization  process  without 
providing  a  sufficient  counterbalance  in  the  appropriations  process. 
[  The  Administration  is  trying  to  twist  the  separate  and  distinct  authori¬ 
zation  and  appropriations  processes  into  a  pretzel  through  which 
budget  trickery  can  pass  unscathed. 

I  am  completely  opposed  to  this  scheme.  It  is  an  economically 
unsound  attempt  to  create  a  mechanism  for  budget  gimmickry.  To 
those  nonreaders  of  history  who  may  attempt  to  say  that  this  was  done 
under  the  Eisenhower  administration,  I  say  very  simply  that  the 
proceeds  were  not  brought  in  at  outrageous  interest  rates  for  budget 
gimmickry,  but  were  rather  obtained  at  fair  rates  and  used  to  retire  the 
national  debt.  The  difference  is  the  difference  between  night  and 
.  day — and  between  integrity  and  deceit. 

I  regret  that  we  had  only  one  day  of  hearings  on  this  bill,  which  was 
incredibly  reported  out  of  committee  the  day  after  the  Presidential 
message  was  received.  This  program  is  like  Pandora’s  box — the 
Nation  would  not  accept  it  if  they  knew  what  was  in  it.  As  usual, 
deception  is  the  objective  and  public  ignorance  of  what  is  going  on  is 
administration  bliss. 

Paul  A.  Fino. 


SEPARATE  VIEWS  OF  CONGRESSMAN  CHESTER  L.  MIZE 

I  am  opposed  to  the  passage  of  this  legislation  for  several  reasons. 

Though  I  am  in  complete  accord  with  the  proponents  of  the  bill  on 
the  basic  advantages  of  substituting  private  credit  for  public  credit,  I 
do  not  feel  this  is  a  proper  way  to  accomplish  this  end.  It  is  so  expen¬ 
sive  and  piles  another  type  of  financing  program  on  top  of  existing 
programs.  I  feel  if  we  are  convinced  we  are  right  in  moving  toward 
substitution  of  private  credit  for  public  credit,  we  should  take  bold 
and  imaginative  steps  in  establishing  Government  guarantees  to  pri¬ 
vate  institutions  for  existing  bank  loans  being  made  by  the  Small 
Business  Administration  and  other  agencies. 

I  sincerely  regret  that  representatives  of  the  private  financial  sector, 
such  as  savings  and  loan  associations,  insurance  companies,  mortgage 
bankers,  and  investment  bankers,  were  not  invited  to  discuss  this  vital 
piece  of  legislation  with  our  committee. 

I  simply  cannot  accept  the  majority’s  view  implying  the  great  and 
immediate  need  for  acting  on  this  bill.  The  entire  problem  involved 
is  too  important  to  rush  it  through  the  committee  and  the  Congress. 

Chester  L.  Mize. 
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IN  THE  HOUSE  OE  REPRESENTATIVES 

April  20, 1966 

Mr.  Patman  introduced  the  following  bill;  which  was  referred  to  the  Com¬ 
mittee  on  Banking  and  Currency 

April  25, 1966 

Reported  with  amendments,  committed  to  the  Committee  of  the  Whole  House 
on  the  State  of  the  Union,  and  ordered  to  be  printed 


A  BILL 

To  promote  private  financing-  of  credit  needs  and  to  provide  for 
an  efficient  and  orderly  method  of  liquidating  financial  assets 
held  by  Federal  credit  agencies,  and  for  other  purposes. 

1  Be  it  enacted  by  the  Senate  and,  House  of  Representa- 

2  fives  of  the  United,  States  of  America  in  Con  press  assembled, 

3  That  this  Act  may  he  cited  as  the  “Participation  Sales  Act 

4  of  1966”. 

5  Sec.  2.  (a)  Section  302  (c)  of  the  Federal  National 

6  Mortgage  Association  Charter  Act  is  amended — 

o  o 


I 


1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 


2 


(1)  by  inserting  “(1)”  immediately  following 

“(c)”; 

(2)  by  inserting  after  “undertakings  and  activities” 
a  comma  and  “hereinafter  in  this  subsection  called 
'trusts’,” ; 

(3)  by  striking  out  the  words  “offered  to  it  by 
the  Housing  and  Home  Finance  Agency  or  its  Admin¬ 
istrator,  or  by  such  Agency’s  constituent  units  or 
agencies  or  the  heads  thereof,  or  any  first  mortgages  in 
which  the  United  States  or  any  agency”  in  the  first 
sentence  thereof  and  by  inserting  “and  other  types  of 
securities,  including  any  instrument  commonly  known 
as  a  security,  hereinafter  in  this  subsection  called  ‘obliga¬ 
tions,’  in  which  the  United  States  or  any  executive 
department,  agency,”; 

(4)  by  striking  out  the  third  sentence  thereof  and 
substituting  therefor  the  following:  “Participations  or 
other  instruments  issued  by  the  Association  pursuant 
to  this  subsection  shall  to  the  same  extent  as  securities 
which  are  direct  obligations  of  or  obligations  guaranteed 
as  to  principal  or  interest  by  the  United  States  be 
deemed  to  be  exempt  securities  within  the  meaning  of 
laws  administered  by  the  Securities  and  Exchange  Com¬ 
mission.”;  and 

(5)  by  striking  out  the  fourth  sentence  thereof. 
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(b)  Section  302  (c)  of  such  Act  is  further  amended  by 
adding  the  following: 

“(2)  Notwithstanding  any  other  provision  of  levy 
Subject  to  the  limitations  provided  in  paragraph  (4)  of  this 
subsection,  the  head  of  any  executive  department,  agency, 
o,r  instrumentality  of  the  United  States,  hereinafter  in  this 
subsection  called  the  “trustor”,  is  authorized  to  set  aside  a 
part  or  all  of  any  obligations  held  by  him  and  subject  them  to 
a  trust  or  trusts  and,  incident  thereto,  may  shall  guarantee 
to  the  trustee  timely  payment  thereof.  The  trust  instru¬ 
ment  may  provide  for  the  issuance  and  sale  of  beneficial  in¬ 
terests  or  participations,  by  the  trustee,  in  such  obligations  or 
in  the  right  to  receive  interest  and  principal  collections  there¬ 
from  ;  and  may  provide  for  the  substitution  or  withdrawal  of 
such  obligations,  or  for  the  substitution  of  cash  for  obliga¬ 
tions.  The  trust  or  trusts  shall  be  exempt  from  all  taxation. 
The  trust  instrument  may  also  contain  other  appropriate  pro¬ 
visions  in  keeping  with  the  purposes  of  this  subsection.  Not¬ 
withstanding  any  other  prev-isien  of  kwj  the  The  Association 
may  be  named  and  may  act  as  trustee  of  any  such  trusts  and, 
for  the  purposes  thereof,  the  title  to  such  obligations  shall 
be  deemed  to  have  passed  to  the  Association  in  trusts  -Pro¬ 
vided,  That  the  .  The  trust  instrument  shall  provide  that 
custody,  control,  and  administration  of  the  obligations  shall 
remain  in  the  trustor  subjecting  the  obligations  to  the  trust, 
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subject  to  transfer  to  the  trustee  in  event  of  default  or  prob¬ 
able  default,  as  determined  by  the  trustee,  in  the  payment  of 
principal  and  interest  of  the  beneficial  interests  or  participa¬ 
tions.  Collections  from  obligations  subject  to  the  trust  shall 
be  dealt  with  as  provided  in  the  instrument  creating  the  trust. 
The  trust  instrument  shall  provide  that  the  trustee  will 
promptly  pay  to  the  trustor  the  full  net  proceeds  of  any  sale 
of  beneficial  interests  or  participations  to  the  extent  they  are 
based  upon  such  obligations  or  collections.  Such  proceeds 
shall  be  dealt  with  as  otherwise  provided  by  law  for  sales  or 
repayment  of  such  obligations.  The  effect  of  both  past  and 
future  sales  of  any  issue  of  beneficial  interests  or  participa¬ 
tions  shall  he  the  same,  to  the  extent  of  the  principal  of  such 
issue,  as  the  direct  sale  of  the  obligations  subject  to  the  trust. 
Any  trustor  creating  a  trust  or  trusts  hereunder  is  authorized 
to  purchase,  through  the  facilities  of  the  trustee,  outstanding 
beneficial  interests  or  participations  to  the  extent  of  the 
amount  of  his  responsibility  to  the  trustee  on  beneficial  in¬ 
terests  or  participations  outstanding,  and  to  pay  his  proper 
share  of  the  costs  and  expenses  incurred  by  the  Federal  Na¬ 
tional  Mortgage  Association  as  trustee  pursuant  to  the  trust 
instrument,  and  for  these  purposes  may  use  any  appropriated 
funds  or  other  amounts  available  to  him  for  the  general  pur¬ 
poses  or  programs  to  which  the  obligations  subjected  to  the 
trust  are  .related. 
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“(3)  If  When  any  trustor  skti  guarantee  guarantees 
to  the  trustee  the  timely  payment  of  obligations  he  subjects 
to  a  trust  pursuant  to  this  subsection,  and  it  becomes  neces¬ 
sary  for  such  trustor  to  meet  his  responsibilities  under  such 
guaranty,  he  is  authorized  to  fulfill  such  guaranty  by  using 
any  appropriated  funds  or  other  amounts  available  to  him  for 
the  general  purposes  or  programs  to  which  the  obligations 
subjected  to  the  trust  are  related. 

“  (4)  The  Association?  as  trustee?  is  authorized  to  issue 
and  seh  beneficial  interests  or  participations  under  this  sub¬ 
section?  notwithstanding  that  aggregate  receipts  tram  ebh- 
gatians  subjeet  ta  the  related  trust  are  er  may  become  insuf¬ 
ficient  in  amount  ta  provide  far  the  payment  by  the  trustee 
-(an  a  timely  basis  ant  af  current  receipts  er  otherwise)  ef 
all  interest  er  principal  an  such  interests  ar  participations 


(after  provisien  far  all  costs  and  expenses  incurred  by  the 
trustee?  fairly  prorated  among  trustors)  s  Provided-,  That  ne 
sueh  beneficial  interests  ar  participations  shall  he  issued  in 
relation  ta  any  obligatfens  unless  the  trustee  determines  there 
is  a  reasonable  probability  there  will  net  he  an  insufficiency 
as  aforesaid?  ar  unless  the  amounts  issued  are  within  aggre¬ 
gate  principal  amounts  authorized  in  advance  in  appropria¬ 
tion  Aets?  and  it  shall  he  in  order  ta  include  provisions 
authorizing  sueh  issuance  in  an  appropriation  Aeb  W-hen- 
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erer  sueh  as  aggregate 


is  so  authorized, 
there  shall  he  established  on  the  books  of  the  Treasury  as 
indefinite  appropriations  sueh  sums  as  may  he  necessary  from 
time  to  time  to  enable  the  trustor  to  pay  the  trustee  sueh 
insufficiency  as  the  trustee  may  require  on  aeeount  of  out¬ 
standing  beneficial  interests  or  participations,  and  sueh  trustor 
shall  make  timely  payments  to  the  trustee  horn  sueh  appro  - 
priationsq  subject  to  and  in  aeeord  with  the  trust  instrument^ 
“(4)  Beneficial  interests  or  participations  shall  not  he 
issued  for  the  account  of  any  trustor  in  an  aggregate 
principal  amount  greater  than  is  authorized  with  respect 
to  such  trustor  in  an  appropriation  Act.  Any  such  author¬ 
ization  shall  remain  available  until  used. 


"( 5)  The  Association,  as  trustee,  is  authorized  to  issue 
and  sell  beneficial  interests  or  participations  under  this  sub¬ 
section,  notwithstanding  that  there  may  be  an  insufficiency 
in  aggregate  receipts  from  obligations  subject  to  the  related 
trust  to  provide  for  the  payment  by  the  trustee  ( on  a  timely 
basis  out  of  current  receipts  or  otherwise)  of  all  interest  or 
principal  on  such  interests  or  participations  (after  pro¬ 
vision  for  all  costs  and  expenses  incurred  by  the  trustee, 
fairly  prorated  among  trustors).  Whenever  the  issuance  of 
an  aggregate  principal  amount  is  authorized  pursuant  to  par¬ 
agraph  ( 4)  of  this  subsection,  such  an  authorization  in  an 
appropriation  act  shall  establish  on  the  books  of  the  Treasury 
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as  appropriations  such  sums  as  may  be  necessary  from  time 
to  time  to  enable  the  trustor  to  pay  the  trustee  such  insuffi¬ 
ciency  as  the  trustee  may  require  on  account  of  outstanding 
beneficial  interests  or  participations.  Such  trustor  shall  make 
timely  payments  to  the  trustee  from  such  appropriations, 
subject  to  and  in  accord  with  the  trust  instrument .” 

Sec.  3.  (a)  Section  305  (c)  of  the  Federal  National 
Mortgage  Association  Charter  Act  is  amended  by  deleting 
“by  $450,000,000  on  July  1,  1966,". 

(b)  Section  401  (d)  of  the  Housing  Act  of  1950  is 
amended  by  deleting  “1968:”  immediately  preceding  the 
first  proviso  and  by  substituting  therefor  “1965,  and  1967 
and  1968:”. 

Sec.  4.  (a)  Section  303  (c)  of  title  III  of  the  Higher 
Education  Facilities  Act  of  1963  is  amended  by  striking  out 
the  first  nine  words  in  the  second  sentence  and  substituting 
therefor  the  following:  “For  the  purpose  of  making  pay¬ 
ments  into  the  fund  established  under  section  305”. 

(b)  Title  III  of  the  Higher  Education  Facilities  Act  of 
1963  is  further  amended  by  adding  after  section  304  the  fol¬ 
lowing  new  section: 

“revolving  loan  fund 

“Sec.  305.  (a)  There  is  hereby  created  within  the 
Treasury  a  separate  fund  for  higher  education  academic  facili¬ 
ties  loans  (hereafter  in  this  section  called  “the  fund”)  which 
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shall  be  available  to  the  Commissioner  without  fiscal  year 
limitation  as  a  revolving  fund  for  the  purposes  of  this  title. 
The  total  of  any  loans  made  from  the  fund  in  any  fiscal  year 
shall  not  exceed  limitations  specified  in  appropriation  Acts. 

‘‘  (b)  (1)  The  Commissioner  is  authorized  to  transfer  to 
the  fund  available  appropriations  provided  under  section 
303  (c)  to  provide  capital  for  the  fund.  All  amounts  re¬ 
ceived  by  the  Commissioner  as  interest  payments  or  repay¬ 
ments  of  principal  on  loans,  and  any  other  moneys,  property, 
or  assets  derived  by  him  from  his  operations  in  connection 
with  this  title,  including  any  moneys  derived  directly  or  in¬ 
directly  from  the  sale  of  assets,  or  beneficial  interests  or  par¬ 
ticipations  in  assets,  of  the  fund,  shall  be  deposited  in  the 
fund. 

“(2)  All  loans,  expenses,  and  payments  pursuant  to 
operations  of  the  Commissioner  under  this  title  shall  be  paid 
from  the  fund,  including  (but  not  limited  to)  expenses  and 
payments  of  the  Commissioner  in  connection  with  sale, 
under  section  302(c)  of  the  Federal  National  Mortgage 
Association  Charter  Act,  of  participations  in  obligations  ac¬ 
quired  under  this  title.  From  time  to  time,  and  at  least  at 
the  close  of  each  fiscal  year,  the  Commissioner  shall  pay 
from  the  fund  into  the  Treasury  as  miscellaneous  receipts 
interest  on  the  cumulative  amount  of  appropriations  paid  out 
for  loans  under  this  title  or  available  as  capital  to  the  fimd, 
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less  the  average  undisbursed  easli  balance  in  the  fund  during 
the  year.  The  rate  of  such  interest  shall  be  determined  by 
the  Secretary  of  the  Treasury,  taking  into  consideration  the 
average  market  yield  during  the  month  preceding  each  fiscal 
year  on  outstanding  Treasury  obligations  of  maturity  com¬ 
parable  to  the  average  maturity  of  loans  made  from  the  fund. 
Interest  payments  may  be  deferred  with  the  approval  of  the 
Secretary  of  the  Treasury,  but  any  interest  payments  so 
deferred  shall  themselves  bear  interest.  If  at  any  time  the 
Commissioner  determines  that  moneys  in  the  fund  exceed 
the  present  and  any  reasonably  prospective  future  require¬ 
ments  of  the  fund,  such  excess  may  be  transferred  to  the 
general  fund  of  the  Treasury.” 

Spc.  5.  Section  338  (c)  of  the  Consolidated  Farmers 
Home  Administration  Act  of  1961  is  amended  bv  striking 
in  the  second  sentence  “and  (8)  ”  and  inserting  in  lieu 
thereof  “  (8)  section  8  of  the  Watershed  Protection  and 
Flood  Prevention  Act,  as  amended  (16  U.S.C.  1006a)  ; 
(9)  section  32  (e)  of  the  Bankhead- Jones  Farm  Tenant 
Act,  as  amended  (7  U.S.C.  1011)  ;  and  (10)  ”;  and  by 
inserting  in  the  fifth  sentence  after  “title,”  the  following: 
“section  8  of  the  Watershed  Protection  and  Flood  Prevention 
Act,  as  amended,  and  section  32  (e)  of  the  Bankhead-Jones 
Farm  Tenant  Act,  as  amended,”. 

Sec.  6.  Nothing  in  this  Act  shall  be  construed  to  repeal 
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or  modify  the  provisions  of  section  1820(e)  of  title  38, 
United  States  Code,  respecting  the  authority  of  the  Admin¬ 
istrator  of  Veterans’  Affairs. 

Sec.  7.  Paragraph  (7  )  of  section  8  of  the  Federal 
(deed'd  l  uion  Act  (12  U.8.C.  1777 )  is  amended  to  read: 

"(<  )  to  litre sf  its  funds  (A)  in  loans  exclusively  to 
members;  (B)  in  obligations  of  the  United  States  of 
America ,  or  securities  fully  guaranteed  as  to  principal 
and  interest  thereby:  (C)  in  accordance  with  rules  and 
regulations  prescribed  by  the  Director,  in  loans  to  other 
credit  unions  in  the  total  amount  not  exceeding  25  per 
centum  of  its  paid-in  and  unimpaired,  capital  and  sur¬ 
plus;  ( D )  in  shares  or  accounts  of  savings  and  loan 
associations,  the  accounts  of  which  are  insured  by  the 
Federal  Savings  and  Loan  Insurance  Corporation;  (F) 
in  obligations  issued  by  banks  for  cooperatives,  Federal 
land  banks,  Federal  intermediate  credit  banks,  Federal 
home  loan  banks,  the  Federal  Home  Loan  Bank  Board, 
or  any  corporation  designated  in  section  101  of  the 
Government  Corporation  Control  Act  as  a  wholly  owned 
Government  corporation;  or  in  obligations,  participations, 
or  other  instruments  of  or  issued  by,  or  fully  guaranteed 
as  to  principal  and  interest  by,  the  Federal  National 
Mortgage  Association;  or  (F)  in  participation  certifi¬ 
cates  evidencing  beneficial  interests  in  obligations,  or  in 
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the  right  to  receive  interest  and  principal  collections  there¬ 
from which  obligations  have  been  subjected  by  one  or 
more  Government  agencies  to  a  trust  or  trusts  for  which 
any  executive  department ,  agency,  or  instrumentality  of 
the  United  States  (or  the  head,  thereof)  has  been  named 
to  act  as  trustee 

Sec.  8.  The  Secretary  of  the  Treasury,  in  consultation 
with  heads  of  agencies  of  the  United  States  carrying  on 
direct  loan  programs,  shall  conduct  a  study,  in  such  manner 
as  he  shall  determine,  on  the  feasibility,  advantages,  and, 
disadvantages  of  direct  loan  programs  compared  to  guaran¬ 
teed,  or  insured  loan  programs  and  shall  report  his  findings 
together  with  specific  legislative  proposals  to  the  Congress 
not  later  than  six  months  after  the  effective  date  of  this  Act. 
There  are  authorized  to  be  appropriated  such  sums  as 
necessary  for  the  purpose  of  this  section. 
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opposition  to  manned  bombers  and  should  be 
^overruled  on  his  decision  to  scrap  the  B-58 
ipersonic  bomber,  a  House  Armed  Services 
subcommittee  reported  yesterday. 

le  subcommittee,  headed  by  Representa¬ 
tive's-  Edward  Hebert,  Democrat,  of  Louisi¬ 
ana,  issued  a  caustic  and  strong  report  that 
lashed  Out  not  only  at  the  Secretary  of  De¬ 
fense  bu\at  the  entire  decisionmaking  sys¬ 
tem  of  theSDefense  Department. 

In  a  diredt  attack  on  Judgment  exercised 
at  the  Pentagon,  the  subcommittee  recom¬ 
mended  that  Ahe  National  Security  Act  be 
amended  to  require  the  advice  of  Congress 
before  the  executive  branch  eliminates  any 
major  weapons  sys 

Backed  by  censored  Pentagon  testimony, 
the  lengthy  report  captained  these  high¬ 
lights: 

The  subcommittee  was\“ shocked”  to  dis¬ 
cover  that  McNamara’s  decision  to  scrap  the 
Air  Force  supersonic  B-58  bomber  fleet  by 
1971,  was  neither  “recommenced  nor  truly 
supported”  by  any  Air  Force,  civilian  or  mili¬ 
tary  chiefs,  and  was  opposed  by  Vost. 

All  Pentagon  witnesses,  except  McNamara, 
questioned  during  a  closed-door  investiga¬ 
tion  of  the  bomber  cutback  plans  held  in 
late  January  and  early  February,  favored  de¬ 
velopment  of  a  new  replacement  of  the  B^52 
as  necessary  to  supplement  the  Nation’s  long-¬ 
range  missile  force. 

All  witnesses,  except  McNamara,  also  testi¬ 
fied  that  the  FB-111  fighter-bomber,  a  slight¬ 
ly  modified  version  of  the  TFX,  was  suitable 
only  as  an  interim  replacement  for  the  earlier 
and  lighter  B-52  C  through  F  models,  and 
was  not  a  true  strategic  bomber  capable  of 
replacing  the  later,  long-range  B-52G’s  and 
B-52H’s. 

Gen.  Curtis  E.  LeMay,  retired  Air  Force 
Chief  of  Staff,  said  the  United  States  is  “be¬ 
low  the  minimum  safe  level”  of  strategic 
bomber  strength  for  a  nuclear  war,  and  "far 
short”  of  the  total  needs  for  a  conventional 
bomber  war. 

Dissent  came  from  only  one  member  of  the 
nine-man  subcommittee  and,  predictably, 
from  the  Defense  Department,  which  said  the 
majority  report  did  not  properly  reflect  Mc¬ 
Namara’s  manned  bomber  views. 

The  committee  dissenter.  Representative 
Lucien  N.  Nedzi,  Democrat,  of  Michigan, 
made  his  strong  objections  known  in  a  mi¬ 
nority  report.  He  said  the  Hebert  report 
“fails  to  deal  adequately  or  objectively  with 
the  central  issue  involved  in  the  inquiry — 
the  future  role  of  (strategic)  manned 
bombers.” 

Nedzi  said  the  majority  was  more  con; 
cerned  with  "demonstrating  the  fallibility 
of  McNamara  and  “insinuations”  against /iis 
creditibility  than  getting  at  the  facts/  He 
said  it  was  his  understanding,  desphre  the 
majority  conclusion,  that  not  all  /embers 
of  the  Joint  Chiefs  of  Staff  and  otlufr  top  of¬ 
ficials  are  convinced  that  a  neyr  strategic 
bomber,  in  addition  to  the  FB-1/1,  is  clearly 
required. 

PENTAGON’S  K 

At  the  Defense  Department,  Assistant  Sec¬ 
retary  of  Defense  Arthur /Sylvester  issued  a 
statement  saying  that  th/majority  report  has 
not  “properly  or  fairly  reflected  the  views”  of 
the  Secretary  on  t£e  future  of  manned 
bombers. 

Sylvester  added  /hat  the  Defense  Depart¬ 
ment  shares  Nedzis  views  as  to  the  triviali¬ 
ties  expressed  and  insinuations  made  against 
McNamara  in  me  majority  report. 

A  spokesman  for  the  House  Armed  Services 
Committee  /aid  an  overwhelming  majority  of 
the  full  committee  approved  the  Hebert  re¬ 
port.  TS£  would  not  disclose  how  many  dis- 
senterychere  were. 

Th/published  subcommittee  hearings  dis¬ 
closed  that  Gen.  John  P.  McConnell,  Air  Force 
Chief  of  Staff,  testified  that  while  the  Air 
Force  recommended  the  phaseout  of  345 
earlier  B-52’s  and  their  replacement  by  210 
'  BF— Ill’s  it  had  not  proposed  the  elimination 
of  the  Air  Force’s  80  supersonic  B-58’s. 


Among  the  Pentagon  witnesses  who  testi¬ 
fied  in  favor  of  the  development  of  a  big 
new,  long-range  strategic  replacement  for  the 
B-52  were  Air  Force  Secretary  Harold  Brown, 
formerly  McNamara’s  research  chief,  and 
John  S.  Foster,  Jr.,  Brown’s  successor  as  the 
Pentagon’s  Director  of  Research  and  Engi¬ 
neering.  Foster  testified  that  he  knew  of 
no  one  at  the  Pentagon  who  shared  Mc¬ 
Namara’s  position. 

Air  Force  military  chiefs,  including  Mc¬ 
Connell,  LeMay,  and  Gen.  John  D.  Ryan,  SAC 
commander,  urged  that  “full  development” 
of  the  USAF’s  project  for  a  such  plane — 
the  advanced  manned  strategic  system  or 
AMSA — should  be  launched  immediately  if 
it  is  to  be  ready  when  the  later  B-52’s  wear 
out  in  the  mid-1970’s.  Brown  and  Foster 
felt  there  was  time  for  further  study  of  its 
characteristics . 

McNamara  testified  that  the  need  for  such 
an  aircraft  was  not  clear  and  he  would  ap¬ 
prove  only  limited  funds  for  development  of 
some  components  as  a  “hedge”  against  later 
developments  that  would  prove  it  necessary. 
LeMay  and  the  subcommittee  said  they  were 
convinced  that  McNamara  had  made  a  “firm” 
decision  against  such  a  bomber  but  would 
not  say  so. 

“AMSA  will  always  be  a  step  away,”  si 
the  Hubert  report.  “Always  held  out  a/  a 
hope  and  a  promise  but  with  little 
of  becoming  a  fact.  SAC  will  be  kept  pfi  tip- 
{ytoes  but  it  wouldn’t  be  kissed.’ 

’he  subcommittee  recommended/that: 
minimum  of  $11.8  million  be  added  to 
the  Current  budget  to  start  full development 
(contract  definition)  of  AMSA;  and  that  it 
be  pushed  with  vigor  and  full  funding. 

That  the  announced  scrapping  of  the  B-58 
bombers  D^’immediately /abandoned.’ 

That  the  XB-Hl  program  be  approved. 


BANKING  AND  CURRENCY  COMMIT¬ 
TEE  GROVELS  WHEN  ADMIN¬ 
ISTRATION  SNAPS  FINGER  TO 
DOUBLE-CROSS  TAXPAYERS 

(Mr.  TALCOTT  asked  and  was  given 
permission  to  address  the  House  for  1 
minute  and  to  revise  and  extend  his  re- 
nid^rks ) 

Mr.  TALCOTT.  Mr.  Speaker,  faster 
than  a  committee  could  respond  to  a 
Presidential  request  for  a  declaration  of 
war,  the  House  Banking  and  Currency 
Committee  supinely  acquiesced  to  a  near- 
fraudulent  request  of  the  administration 
to  cover  up  the  cost  of  the  guns  and  but¬ 
ter  regimen. 

The  vehicle  is  H.R.  14544,  the  so-called 
Participation  Sales  Act  of  1966,  which, 
was  hurriedly  introduced  on  April  20, 
1966.  The  President’s  message  to  Con¬ 
gress  on  the  subject  was  delivered  to  the 
House  on  the  same  day,  but,  uncusto- 
marily,  was  not  even  read. 

A  notice  of  a  committee  hearing  on  the 
bill  was  given  the  day  before  the  bill  was 
introduced.  Copies  of  the  bill  were  not 
available  to  committee  members  until  15 
minutes  before  the  meeting.  No  sub¬ 
committee  hearing  was  scheduled.  The 
full  committee  could  not  begin  until 
10:40  a.m. — the  Housing  Subcommittee 
had  a  previously  scheduled  hearing  at 
the  regular  meeting  time  of  10  a.m. 

Only  two  witnesses,  both  administra¬ 
tion  officials,  were  called.  No  member 
was  permitted  more  than  5  minutes  for 
interrogation.  Many  members  were  not 
allowed  to  complete  their  questioning. 

The  committee  adjourned  at  11:55 
am.  and  resumed  the  hearing  at  about 
2:15  p.m. 


At  about  3  o’clock,  the  same  day,  a  ma¬ 
jority  of  the  committee  voted  to  close  the 
hearing,  excuse  the  witnesses,  dismiss  the 
public  and  the  press,  meet  in  executive 
session  and  vote  out  the  bill.  Four  sim¬ 
ple  amendments  were  accepted  without 
debate  and  the  bill  was  passed  in  about 
5  minutes. 

Our  committee  spent  2  hours  and  22 
minutes  on  the  bill.  No  general  bill  has 
received  less  attention  or  consideration 
by  our  committee.  Maybe  no  bill  has 
received  less  time  or  study  by  any  com¬ 
mittee  of  Congress. 

The  chairman  took  votes.  He  was  pre¬ 
pared.  He  had  proxies  for  all  absent 
majority  members.  The  ranking  minor¬ 
ity  member  had  no  valid  proxies  because 
he  could  have  had  no  idea  that  such  an 
important  bill,  or  any  bill,  would  ever  be 
voted  out  with  so  little  consideration. 

Again  the  Banking  and  Currency  Com¬ 
mittee  has  degraded  itself  and  demeaned 
the  legislative  process,  and  the  Congress. 
The  parliamentary  system  has  been  fla¬ 
grantly  abused.  Our  committee  has  dis¬ 
dained  debate  and  deliberation.  A  ma- 
joritarian  device  has  been  arrogantly 
applied:  “We  have  the  votes,  so  why  de¬ 
liberate?”  Few  would  believe  a  once 
facetious  cliche  has  been  given  brutal 
currency: 

My  mind  has  been  made  up  for  me,  so 
don’t  confuse  me  with  the  facts. 

The  majority  had  its  orders,  so  why 
even  listen  to  any  other  views. 

Some  committee  members,  who  were 
j  voted  in  favor  of  the  bill  had  not  even 
read  the  bill.  This  makes  a  travesty  of 
our  committee  rules  and  the  quality  of 
our  legislative  process. 

A  good  bill  can  stand  debate,  delibera¬ 
tion,  full  Inquiry.  A  bad  bill  cannot 
withstand  the  light  of  day,  the  scrutiny 
of  interrogation,  the  crucible  of  debate, 
the  floodlight  of  public  opinion. 

HR.  14544  must  be  a  very  bad  bill  .  It 
is  being  rammed  through  the  committee 
and  the  Congress  before  even  Members 
of  Congress  can  understand  it  or  evalu¬ 
ate  the  consequences.  It  must  be  forced 
through  Congress  before  the  taxpayer 
discovers  the  added  costs.  Enactment 
must  be  railroaded  before  the  citizens 
realize  that  an  enormous  deficit  is  build¬ 
ing  because  of  the  “guns  and  butter” 
spending  extravagences  of  the  adminis¬ 
tration.  Enactment  is  urgent  before  the 
people  of  the  United  States  discover  that 
instead  of  a  $1.8  billion  deficit  which  the 
President  promised,  we  really  have  a 
$6  billion,  or  more,  deficit.  The  bill 
must  be  enacted  hurriedly  before  the 
public  discovers  the  budgetary  legerde¬ 
main. 

The  chairman  likens  this  bill  to 
emergency  legislation  during  the  great 
depression  of  1933.  The  terrible  conse¬ 
quences  of  extravagant  Federal  spending 
are  obviously  imminent.  We  all  know 
this.  The  growing  inflation  is  convincing 
evidence.  But  we  should  do  the  right 
things,  forthrightly,  openly,  after  thor¬ 
ough  study,  debate,  and  deliberation. 
Gimmicks  and  tricks,  which  only  post¬ 
pone  proper  and  necessary  action  until 
after  the  election,  should  not  be  tol¬ 
erated. 

Congress  has  been  criticized  by  the  ad¬ 
ministration  for  taking  the  valuable  time 
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of  Cabinet  members  during  committee 
interrogation.  This  charge  is  no  longer 
valid.  The  Postmaster  General  of  the 
United  States  sat  through  the  entire 
morning  session  of  the  hearing  on  H.R. 
14544  voluntarily.  He  is  a  very  able, 
important,  and  overworked  public  offi¬ 
cial  and  our  committee  was  highly 
honored  that  the  Postmaster  General 
would  select  our  committee  to  audit. 

But,  inasmuch  as  neither  witness  even 
suggested  that  H.R.  14544  had  any  appli¬ 
cation  to  the  Post  Office  Department,  I 
think  we  can  quite  properly  deduce  that 
Mr.  O’Brien  had  other,  but  very  impor¬ 
tant,  reasons  for  his  keen  interest  in  our 
committee  and  the  passage  of  H.R.  14544. 

The  merits  of  every  bill  are  impor¬ 
tant.  But  Members  of  Congress  have  a 
larger  responsibility  than  any  particu¬ 
lar  bill.  We  have  an  obligation  to  pre¬ 
serve  sound  parliamentary  procedure, 
the  committee  system,  and  the  right  of 
the  public  to  know  fully  about  bills 
which  we  consider.  We  are  not  dis¬ 
charging  our  obligation.  Our  committee, 
the  Congress,  and  the  administration 
which  is  pressuring  our  committee  to  be¬ 
have  in  this  unseemly  manner,'  will 
suffer  and  regret  this  scandalous  per¬ 
formance. 

No  country  or  system  can  long  tolerate 
an  arrogance  of  power.  A  majority,  no 
matter  how  great  in  numbers,  will  not 
survive  if  it  cannot  withstand  the  ques¬ 
tions  or  ideas  of  the  minority.  Suppres¬ 
sion  of  debates,  ideas,  or  the  free  expres¬ 
sion  of  opinion — whether  by  brute  force 
of  arms,  or  by  denial  of  the  basic  par¬ 
liamentary  functions — will  inexorably 
undermine  the  majority,  the  Congress, 
and  the  Nation. 

May  I  suggest  that,  in  spite  of  your 
orders,  you  study  thoroughly  H.R.  14544. 


“THE  WAY  IS  PLAIN,  PEACEFUL, 
GENEROUS.  JUST” 

(Mr.  FINDLEY  asked  and  was  given 
permission  to  address  the  House  for  1 
minute  and  to  revise  and  extend  his  re¬ 
marks.) 

Mr.  FINDLEY.  Mr.  Speaker,  world 
problems  mount  rather  than  recede  for 
the  United  States,  despite  our  massivt 
outpouring  abroad  of  dollars,  guns  ar 
troops. 

To  understand  why  this  is  so  we  zixust 
face  the  fact  that  empires  directedirom 
Europe  are  no  more.  Where  o fffce  Bri¬ 
tannia  ruled  the  waves  and,  in/coopera¬ 
tion  with  other  empires  provided  world¬ 
wide  stability,  now,  to  an  uncomfortable 
extent,  a  power  vacuum  exists. 

What  will  fill  it?  Wil/it  be  a  tyran¬ 
nical  force  like  conununism,  already 
organized,  disciplined/and  on  the  move? 

Under  Presidents  /Truman  and  Eisen¬ 
hower  a  system  of' alliances  was  estab¬ 
lished  in  an  effort  to  fill  the  vacuum. 
The  alliances  w/ve  intended  to  hold  back 
the  tide  of  tyranny  and  provide  a  stable 
situation  in/ which  liberty  and  justice 
could  develop. 

"Today  the  alliances  are  a  shambles. 
I  he  United  Nations  has  become  merely 

f;ting  place  of  nations — useful  of 
,  but  not  capable  of  providing 
fide  stability. 

an  alarming  degree  the  United 
is  trying  to  fill  the  power  vacuum 


alone.  It  is  an  unaccustomed  role.  The 
United  States  seeks  no  empire.  Indeed 
in  retrospect  we  must  acknowledge  that 
through  the  years  many  prominent 
Americans  applauded  the  breakup  of  the 
old  empires,  and  on  occasion  the  policies 
of  our  Government  hastened  the  process. 

As  the  free  world  alliances  have  weak¬ 
ened  and  broken  apart,  our  role  as  world 
policeman  has  become  all  the  lonelier. 
This  trend  is  alarming  for  several 
reasons. 

First.  It  means  our  resources  must 
necessarily  be  spread  thinner  in  order 
to  cover  wider  responsibilities. 

Second.  The  fragmentation  of  the  free 
world  makes  each  part  more  vulnerable 
to  aggressive  forces — not  only  military 
but  also  economic. 

Third.  The  experience  may  be  so  dis¬ 
tressing  and  discouraging  that  the 
United  States  will  return  to  a  new  form 
of  isolation.  The  cost  in  blood  and 
treasure  is  so  great,  and  the  burdens  so 
unfairly  distributed  that  the  American 
people,  in  resentment  over  frustrations, 
k^ay  turn  their  backs  on  world  responsi¬ 
bilities.  That  indeed  would  be  a  calam¬ 
ity  sor  mankind  of  incalculable  propoj 
tionsN 

To  this  is  the  most  alarming  aspect 
of  our  lonely  role  as  world  policenfan. 

Up  to  now,  the  experience  (jmtainly 
has  not  beervgratifying. 

Even  at  tnb  present  pace,  ofxr  policies 
and  programs Vre  not  measuring  up  to 
today’s  opportunity  and  cjzallenge.  The 
pace  is  apt  to  get  worse. 

In  South  Vietnan^  oj/r  continuing  in¬ 
vestment  has  brougl 
is  hopeful.  The  ex 
is  nowhere  in  sight 
in  troops  rises, /so 


little  so  far  that 
military  action 
As\ur  commitment 
apparently  do  the 


forces  of  aggre/hon  from  tW  north  and 
those  of  strife/within  the  nation  we  seek 
to  aid.  One/>f  the  most  distressing  facts 
of  the  wax/is  that  we  are  receiving  very 
little  cooperation  from  other  free  nations. 
Only  Smith  Korea,  Australia,  ana\New 
Zealand  have  sent  troops. 

Tar  the  north  Red  China  has  alreaS 
tested  its  own  atomic  bombs  and  in  timX, 
i/ certain  to  advance  in  the  development 
>f  nuclear  weapons.  Earlier  this  year 
our  Secretary  of  Defense  asked  NATO 
nations  what  they  will  do  about  this  ris¬ 
ing  danger.  The  question  still  echoes 
around,  with  no  meaningful  response,  as 
does  Secretary  of  State  Rusk’s  request 
for  greater  allied  assistance  in  Vietnam. 

In  Latin  America  the  Alliance  for 
Progress  has  lost  its  spai-k.  The  memory 
of  our  fumbling  role  in  the  Cuban  inva¬ 
sion  and  our  much-criticized  action  in 
the  Dominican  Republic  lingers  on.  Com¬ 
munist  subversives  trained  90  miles  off 
the  U.S.  coast  in  Cuba  play  effectively 
the  old  themes  of  Yankee  imperialism, 
dollar  diplomacy,  and  gunboat  diplo¬ 
macy. 

In  the  North  Atlantic  Community 
things  go  from  bad  to  worse.  Powerful 
tides  of  change  are  rising  and  up  to  now 
our  response  has  been  uncreative,  essen¬ 
tially  negative,  and  defensive,  and  often 
petty  and  childish.  After  several  years 
of  complaint  and  warning,  France  has 
moved  to  free  itself  from  the  NATO  mili¬ 
tary  organization  and  the  organization 
itself  from  French  soil.  Although  the 
other  13  nations  in  the  alliance  have  ex¬ 


pressed  solidai’ity  with  the  United  States , 
in  the  face  of  French  action,  the  sol: 
daiity  is  thin  in  spots. 

The  tides  of  change  flow  in  other  /Cap¬ 
itals  as  well  as  in  Paris.  West  Ge/many 
grows  more  and  more  restive  under  the 
“special  status”  which  amounts  to  sec¬ 
ond-class  membership  and  may  seek  a 
more  independent  role  if /France  at¬ 
tempts,  as  expected,  to  negotiate  with 
the  Soviet  Union  some  sdrt  of  arrange¬ 
ment  involving  longtenh  West  German 
interests.  Turkey  is/ resentful  over  a 
sei-ies  of  events — U.S: withdrawal  of  mis¬ 
siles  as  part  of  thc/Soviet-United  States 
deal  which  followed  the  Cuban  con¬ 
frontation  in  1962,  U.S.  policy  on  Cyprus 
in  1964  and  <mr  warning  to  Tui'key  at 
that  time — a/warning  which  amounted  to 
a  qualification  of  our  commitment  under 
the  NATO  treaty  to  respond  automati¬ 
cally  m/he  event  Turkey  was  attacked  by 
Russm 

Patrt  of  the  difficulty  in  Western  Eu¬ 
rope  arises  from  U.S.  neglect  of  its  re- 
xonsibilities  as  the  ex  officio  leader  of 
1ATO,  and  its  failure  to  recognize  and 
adjust  to  the  vast  changes  which  have 
occurred  in  the  Atlantic  Community 
since  the  Atlantic  treaty  was  adopted  in 
1949. 

It  was  inevitable  at  the  outset  that  the 
United  States  provide  the  leadership  and 
the  resources  in  the  alliance.  Western 
Europe  was  ravaged  by  war  and  strug¬ 
gling  to  rebuild.  Now,  although  the  pos¬ 
sibility  of  Soviet  attack  remains,  the  situ¬ 
ation  otherwise  is  substantially  changed. 
The  nations  of  Europe  have  rebuilt  their 
economies.  They  are  able  to  take  a  larger 
responsibility  in  the  alliance  and  want  a 
larger  voice  in  vital  life -and- death  de¬ 
cisions. 

The  United  States  has  acted,  however, 
as  if  nothing  has  changed.  We  have 
taken  NATO  for  granted,  and  assumed 
the  status  quo  will  continue.  We  have 
taken  no  significant  steps  to  alter  and  im¬ 
prove  military  structure  which  today — as 
was  true  in  1949 — forces  our  allies  to  rely 
under  all  circumstances  upon  U.S.  stra¬ 
tegic  weapons  and  decisions  for  the  most 
basic  requirements  of  their  national 
security. 

my  Americans  will  be  astonished  to 
lean\that  throughout  NATO’s  entire  17 
years  LT.S.  officers  have  always  held  the 
two  supreme  command  posts.  Of  the  10 
principal  subordinate  commands,  French 
officers  have  never  held  more  than  1. 
United  Kingdom  officers  have  always 
held  six  and  che  United  States  the  re¬ 
maining  thi'ee.  NDfficers  of  Belgium,  the 
Netherlands,  Denmark,  Norway,  Lux¬ 
embourg,  West  Gevmany,  Italy,  Portu¬ 
gal,  Canada,  Tui-keyy  and  Greece  have 
never  held  a  pi-incipal\ommand  position 
and  do  not  now.  Icelanch  the  other  mem¬ 
ber  of  NATO,  has  no  national  military 
force. 

On  September  9  De  GaiHle  warned 
that  France  will  “end  the  subordination 
which  is  desci-ibed  as  integration” — at 
the  very  latest — when  the  North  Atlantic 
Treaty  reaches  its  20th  year  in  196^ 

This  was  widely  presented  in  the 
United  States  as  a  rejection  of  any  At. 
lantic  integration,  although  the  Frenchs 
President  stressed  that  his  objection  was 
to  the  present  form  of  integration  which 
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Mr.  Muskie  introduced  the  following  bill;  which  was  read  twice  and  referred 
to  the  Committee  on  Banking  and  Currency 


A  BILL 


To  promote  private  financing  of  credit  needs  and  to  provide  for 
an  efficient  and  orderly  method  of  liquidating  financial  assets 
held  by  Federal  credit  agencies,  and  for  other  purposes. 


1  Be  it  enacted  by  the  Senate  and  House  of  Representa- 

2  fives  of  the  United  States  of  America  in  Congress  assembled, 

3  That  this  Act  may  he  cited  as  the  “Participation  Sales  Act 


4  of  1966”. 

5  gEC.  2.  (a)  Section  302  (c)  of  the  Federal  National 

6  Mortgage  Association  Charter  Act  is  amended— 

7  (1)  by  inserting  “(1)”  immediately  following 

s  “(c)”; 

9  (2)  by  inserting  after  “undertakings  and  activities’’ 
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a  comma  and  “hereinafter  in  this  subsection  called 
‘.trusts’/’ ; 

(3)  by  striking  out  the  words  “offered  to  it  by  the 
Housing  and  Home  Finance  Agency  or  its  Adminis¬ 
trator,  or  by  such  Agency’s  constituent  units  or  agencies 
or  the  heads  thereof,  or  any  first  mortgages  in  which 
the  United  States  or  any  agency”  in  the  first  sentence 
thereof  and  by  inserting  “and  other  types  of  securities, 
including  any  instrument  commonly  known  as  a  secu¬ 
rity,  hereinafter  in  this  subsection  called  ‘obligations,’ 
in  which  the  United  States  or  any  executive  department, 
agency,”; 

(4)  by  striking  out  the  third  sentence  thereof  and 
substituting  therefor  the  following:  “Participations  or 
other  instruments  issued  by  the  Association  pursuant  to 
this  subsection  shall  to  the  same  extent  as  securities 
which  are  direct  obligations  of  or  obligations  guaranteed 
as  to  principal  or  interest  by  the  United  States  he  deemed 
to  be  exempt  securities  within  the  meaning  of  laws 
administered  by  the  Securities  and  Exchange  Commis¬ 
sion.”;  and 

(5)  by  striking  out  the  fourth  sentence  thereof, 
(b)  Section  302  (c)  of  such  Act  is  further  amended  by 

adding  the  following: 

“(2)  Subject  to  the  limitations  provided  in  paragraph 
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1  (4)  of  this  subsection,  the  head  of  any  executive  depart- 

2  nient,  agency,  or  instrumentality  of  the  United  States,  liere- 

3  inafter  in  this  subsection  called  the  “trustor”,  is  authorized 

4  to  set  aside  a  part  or  all  of  any  obligations  held  by  him  and 

5  subject  them  to  a  trust  or  trusts  and,  incident  thereto,  shall 

6  guarantee  to  the  trustee  timely  payment  thereof.  The  trust 

7  instrument  may  provide  for  the  issuance  and  sale  of  bene- 

8  ficial  interests  or  participations,  by  the  trustee,  in  such  obli- 

9  gations  or  in  the  right  to  receive  interest  and  principal  col- 

10  lections  therefrom;  and  may  provide  for  the  substitution  or 

11  withdrawal  of  such  obligations,  or  for  the  substitution  of  cash 


12  for  obligations.  The  trust  or  trusts  shall  be  exempt  from  all 

13  taxation.  The  trust  instrument  may  also  contain  other  appro- 

14  priate  provisions  in  keeping  with  the  purposes  of  this  subsec- 

15  tion.  The  Association  may  be  named  and  may  act  as  trustee 

16  of  any  such  trusts  and,  for  the  purposes  thereof,  the  title  to 
11  such  obligations  shall  be  deemed  to  have  passed  to  the 

18  Association  in  trust:  Provided,  That  the  trust  instrument 

19  shall  provide  that  custody,  control,  and  administration  of 
2b  the  obligations  shall  remain  in  the  trustor  subjecting  the 

21  obligations  to  the  trust,  subject  to  transfer  to  the  trustee 

22  in  event  of  default  or  probable  default,  as  determined  by 

23  the  trustee,  in  the  payment  of  principal  and  interest  of  the 

24  beneficial  interests  or  participations.  Collections  from  obli- 

25  gations  subject  to  the  trust  shall  be  dealt  with  as  provided 
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in  the  instrument  creating  the  trust.  The  trust  instrument 
shall  provide  that  the  trustee  will  promptly  pay  to  the 
trustor  the  full  net  proceeds  of  any  sale  of  beneficial  interests 
or  participations  to  the  extent  they  are  based  upon  such 
obligations  or  collections.  Such  proceeds  shall  he  dealt 
with  as  otherwise  provided  by  law  for  sales  or  repayment  of 
such  obligations.  The  effect  of  both  past  and  future  sales 
of  any  issue  of  beneficial  interests  or  participations  shall  be 
the  same,  to  the  extent  of  the  principal  of  such  issue,  as 
the  direct  sale  of  the  obligations  subject  to  the  trust.  Any 
trustor  creating  a  trust  or  trusts  hereunder  is  authorized  to 
purchase,  through  the  facilities  of  the  trustee,  outstanding 
beneficial  interests  or  participations  to  the  extent  of  the 
amount  of  his  responsibility  to  the  trustee  on  beneficial 
interests  or  participations  outstanding,  and  to  pay  his  proper 
share  of  the  costs  and  expenses  incurred  by  the  Associa¬ 
tion  as  trustee  pursuant  to  the  trust  instrument,  and  for 
these  purposes  may  use  any  appropriated  funds  or  other 
amounts  available  to  him  for  the  general  purposes  or  pro¬ 
grams  to  which  the  obligations  subjected  to  the  trust  are 
related. 

“(B)  When  any  trustor  guarantees  to  the  trustee  the 
timely  payment  of  obligations  he  subjects  to  a  trust  pur¬ 
suant  to  this  subsection,  and  it  becomes  necessary  for  such 
trustor  to  meet  his  responsibilities  under  such  guaranty,  he 
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1  is  authorized  to  fulfill  such  guaranty  by  using  any  appro- 

2  priated  funds  or  other  amounts  available  to  him  for  the 
2  general  purposes  or  programs  to  which  the  obligations  sub- 
.  jected  to  the  trust  are  related. 

c  “  (4)  Beneficial  interests  or  participations  shall  not  be 
g  issued  for  the  account  of  any  trustor  in  an  aggregate  princi- 
rj  pal  amount  greater  than  is  authorized  with  respect  to  such 
g  trustor  in  an  appropriation  Act.  Any  such  authorization 
g  shall  remain  available  until  used. 

IQ  “(5)  The  Association,  as  trustee,  is  authorized  to  issue 
H  and  sell  beneficial  interests  or  participations  under  this  sub- 

12  section,  notwithstanding  that  there  may  be  an  insufficiency 

13  in  aggregate  receipts  from  obligations  subject  to  the  related 

14  trust  to  provide  for  the  payment  by  the  trustee  (on  a  timely 

15  basis  out  of  current  receipts  or  otherwise)  of  all  interest  or 

16  principal  on  such  interests  or  participations  (after  provision 

17  for  all  costs  and  expenses  incurred  by  the  trustee,  fairly 

18  prorated  among  trustors) .  Whenever  the  issuance  of  an 

19  aggregate  principal  amount  is  authorized  pursuant  to  para- 

20  graph  (4)  of  this  subsection,  such  an  authorization  in  an 

21  appropriation  Act  shall  establish  on  the  books  of  the  Treas- 

22  ury  as  appropriations  such  sums  as  may  be  necessary  from 

23  time  to  time  to  enable  the  trustor  to  pay  the  trustee  such 

24  insufficiency  as  the  trustee  may  require  on  account  of  out- 
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standing  beneficial  interests  or  participations.  Such  trustor 
shall  make  timely  payments  to  the  trustee  from  such  appro¬ 
priations,  subject  to  and  in  accord  with  the  trust  instrument.” 

Sec.  3.  (a)  Section  305(c)  of  the  Federal  National 
Mortgage  Association  Charter  Act  is  amended  by  deleting 
“by  $450,000,000  on  July  1,  1966,”. 

(b)  Section  401  (d)  of  the  Housing  Act  of  1950  is 
amended  by  deleting  “1968:”  immediately  preceding  the 
first  proviso  and  by  substituting  therefor  “1965,  and  1967 
and  1968:”. 

Sec.  4.  (a)  Section  303  (c)  of  title  III  of  the  Higher 
Education  Facilities  Act  of  1963  is  amended  by  striking  out 
the  first  nine  words  in  the  second  sentence  and  substituting 
therefor  the  following:  “For  the  purpose  of  making  pay¬ 
ments  into  the  fund  established  under  section  305”. 

(b)  Title  III  of  the  Higher  Education  Facilities  Act 
of  1963  is  further  amended  by  adding  after  section  304  the 
following  new  section: 

“revolving  loan  fund 

“Sec.  305.  (a)  There  is  hereby  created  within  the 
Treasury  a  separate  fund  for  higher  education  academic 
facilities  loans  (hereafter  in  this  section  called  “the  fund”) 
which  shall  be  available  to  the  Commissioner  without  fiscal- 
year  limitation  as  a  revolving  fund  for  the  purposes  of  this 
title.  The  total  of  any  loans  made  from  the  fund  in  any 
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fiscal  year  shall  not  exceed  limitations  specified  in  appropria¬ 
tion  Acts. 

“(b)  (1)  The  Commissioner  is  authorized  to  transfer 
to  the  fund  available  appropriations  provided  under  section 
303  (c)  to  provide  capital  for  the  fund.  All  amounts 
received  by  the  Commissioner  as  interest  payments  or 
repayments  of  principal  on  loans,  and  any  other  moneys, 
property,  or  assets  derived  by  him  from  his  operations  in 
connection  with  this  title,  including  any  moneys  derived 
directly  or  indirectly  from  the  sale  of  assets,  or  beneficial 
interests  or  participations  in  assets,  of  the  fund,  shall  be 
deposited  in  the  fund. 

“(2)  All  loans,  expenses,  and  payments  pursuant  to 
operations  of  the  Commissioner  under  this  title  shall  he  paid 
from  the  fund,  including  (hut  not  limited  to)  expenses  and 
payments  of  the  Commissioner  in  connection  with  the  sale, 
under  section  302  (c)  of  the  Federal  National  Mortgage 
Association  Charter  Act,  of  participations  in  obligations 
acquired  under  this  title.  From  time  to  time  and  at  least 
at  the  close  of  each  fiscal  year,  the  Commissioner  shall  pay 
from  the  fund  into  the  Treasury  as  miscellaneous  receipts  in¬ 
terest  on  the  cumulative  amount  of  appropriations  paid  out 
for  loans  under  this  title  or  available  as  capital  to  the  fund, 
less  the  average  undisbursed  cash  balance  in  the  fund  during 
the  year.  The  rate  of  such  interest  shall  be  determined 
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2  by  the  Secretary  of  the  Treasury,  taking  into  consideration 

2  the  average  market  yield  during  the  month  preceding  such 

3  fiscal  year  on  outstanding  Treasury  obligations  of  maturity 

4  comparable  to  the  average  maturity  of  loans  made  from  the 

5  fund.  Interest  payments  may  be  deferred  with  the  approval 

6  of  the  Secretary  of  the  Treasury,  but  any  interest  payments 

7  so  deferred  shall  themselves  bear  interest.  If  at  any  time 
g  the  Commissioner  determines  that  moneys  in  the  fund  exceed 
9  the  present  and  any  reasonably  prospective  future  require- 

10  ments  of  the  fund,  such  excess  may  be  transferred  to  the 

11  general  fund  of  the  Treasury.” 

12  Sec.  5.  Section  338  (c)  of  the  Consolidated  Farmers 

13  Home  Administration  Act  of  1961  is  amended  b}^  striking  in 

14  the  second  sentence  “and  (8)  ”  and  inserting  in  lieu  thereof 

15  “  (8)  section  8  of  the  Watershed  Protection  and  Flood  Pre- 

16  vention  Act,  as  amended  (16  U.S.C.  1006a.)  ;  (9)  section 

17  32  (e)  of  the  Bankhead- Jones  Farm  Tenant  Act,  as  amended 

18  (7  U.S.C.  1011)  ;  and  (10)  ”;  and  by  inserting  in  the  fifth 

19  sentence  after  “title,”  the  following:  “section  8  of  the  Water- 

20  shed  Protection  and  Flood  Prevention  Act,  as  amended,  and 

21  section  32  (e)  of  the  Bankhead- Jones  Farm  Tenant  Act,  as 

22  amended,”. 

23  Sec.  6.  Nothing  in  this  Act  shall  be  construed  to  repeal 

24  or  modify  the  provisions  of  section  1820(e)  of  title  38, 
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United  States  Code,  respecting  the  authority  of  the  Adminis¬ 
trator  of  Veterans’  Affairs. 

Sec.  7.  Paragraph  (7)  of  section  8  of  the  Federal 
Credit  Union  Act  ( 12  U.S.C.  1757)  is  amended  to  read: 

“  (7)  to  invest  its  funds  (A)  in  loans  exclusively  to 
members ;  (13)  in  obligations!  of  the  United  States  of 
America,  or  securities  fully  guaranteed  as  to  principal 
and  interest  thereby;  (C)  in  accordance  with  rules  and 
regulations  prescribed  by  the  Director,  in  loans  to  other 
credit  unions  in  the  total  amount  not  exceeding  25  per 
centum  of  its  paid-in  and  unimpaired  capital  and  sur¬ 
plus;  (D)  in  shares  or  accounts  of  savings  and  loan 
associations,  the  accounts  of  which  are  insured  by  the 
Federal  Savings  and  Loan  Insurance  Corporation;  (E) 
in  obligations  issued  by  banks  for  cooperatives,  Federal 
land  banks,  Federal  intermediate  credit  banks,  Federal 
home  loan  banks,  the  Federal  Home  Loan  Bank  Board, 
or  any  corporation  designated  in  section  101  of  the 
Government  Corporation  Control  Act  as  a  wholly  owned 
Government  corporation ;  or  in  obligations,  participa¬ 
tions,  or  other  instruments  of  or  issued  by,  or  fully 
guaranteed  as  to  principal  and  interest  by,  the  Federal 
National  Mortgage  Association;  or  (F)  in  participation 
certificates  evidencing  beneficial  interests  in  obligations, 
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or  in  the  right  to  receive  interest  and  principal  collections 
therefrom,  which  obligations  have  been  subjected  by  one 
or  more  Government  agencies  to  a  trust  or  trusts  for 
which  any  executive  department,  agency,  or  instrumen¬ 
tality  of  the  United  States  (or  the  head  thereof)  has 
been  named  to  act  as  trustee;” 


Sec.  8.  The  Secretary  of  the  Treasury,  in  consultation 
with  heads  of  agencies  of  the  United  States  carrying  on 
direct  loan  programs,  shall  conduct  a  study,  in  such  manner 
as  he  shall  determine,  on  the  feasibility,  advantages,  and 
disadvantages  of  direct  loan  programs  compared  to  guaran¬ 
teed  or  insured  loan  programs  and  shall  report  his  findings 
together  with  specific  legislative  proposals  to  the  Congress 
not  later  than  six  months  after  the  effective  date  of  this 
Act.  There  are  authorized  to  lie  appropriated  such  sums 
as  necessary  for  the  purpose  of  this  section. 

Sec.  9.  The  Federal  National  Mortgage  Association  is 
authorized  during  fiscal  year  1966  to  sell  (1)  additional 
participations  in  the  Government  Mortgage  Liquidation 
Trust,  and  (2)  participations  in  a  trust  to  be  established  by 
the  Small  Business  Administration,  each  without  regard 


to  the  provisions  of  paragraph  (4)  of  section  302  (c)  of 
the  Federal  National  Mortgage  Association  Charter  Act, 
as  added  by  this  Act. 
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PARTICIPATION  SALES  ACT  OF  1966 


April  28,  1966. — Ordered  to  be  printed 


Mr.  Muskie,  from  the  Committee  on  Banking  and  Currency,  sub- 
|  mitted  the  following 

REPORT 

TOGETHER  WITH  COMBINED  AND  INDIVIDUAL  VIEWS 

[To  accompany  S.  3283] 

The  Committee  on  Banking  and  Currency,  to  which  was  referred 
the  bill  (S.  3283)  to  promote  private  financing  of  credit  needs  and  to 
provide  for  an  efficient  and  orderly  method  of  liquidating  financial 
assets  held  by  Federal  credit  agencies,  and  for  other  purposes,  having 
considered  the  same,  reports  favorably  thereon  without  amendment 
and  recommends  that  the  bill  do  pass. 

PURPOSE  OF  THE  LEGISLATION 

S.  3283  will  permit  the  Federal  National  Mortgage  Association,  as 
trustee,  to  sell  to  investors  participation  certificates  based  on  a  pool 

)or  pools  of  notes  or  other  obligations  representing  loans  made  or 
otherwise  acquired  by  Federal  credit  agencies.  Sales  of  participation 
certificates  on  behalf  of  any  agency  must  be  specifically  approved  in 
advance  in  an  appropriation  act. 

Funds  obtained  from  the  sale  of  such  participation  certificates 
would  be  available  to  the  respective  agencies  to  meet  loan  demands  to 
the  extent  of  their  authorized  lending  limits  and  any  amounts  not  cur¬ 
rently  so  used  would  reduce  their  outstanding  borrowings  or  advances 
from  the  U.S.  Treasury. 

BACKGROUND  OF  LEGISLATION 

For  many  years  the  Federal  Government  has  followed  policies  of 
providing  credits  to  private  borrowers  for  particular  purposes  or  to 
stimulate  lending  by  guaranteeing  or  insuring  loans  made  by  private 
lenders.  Government  funds  are  supplied  through  agencies  set  up  to 
make  direct  loans  for  specific  purposes  or  to  acquire  loans  made  by 
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private  lenders.  These  credit  programs  are  designed  to  provide  or 
stimulate  types  of  credit  not  otherwise  generally  available  to  impor¬ 
tant  groups  of  borrowers. 

The  outstanding  amount  of  loans  held  by  Federal  credit  agencies 
exceeds  $30  billion.  On  occasion  in  order  to  obtain  funds  for  the 
purpose  of  making  loans,  the  lending  agencies  have  sold  loans  or  par-  ; 
ticipations  in  them  to  private  lenders  and  investors.  Direct  sales 
and  sales  of  participations  totaled  nearly  $1.6  billion  in  fiscal  year 
1965,  and  it  is  estimated  that  under  existing  programs  nearly  $3 
billion  might  be  sold  in  fiscal  year  1966  and  about  $1.9  billion  in  fiscal 
year  1967.  Under  new  legislation,  an  additional  $3.2  billion  of  par¬ 
ticipations  are  expected  to  be  sold  by  the  end  of  fiscal  year  1967,  in¬ 
cluding  $350  million  of  SBA  participations  that  may  be  sold  before 
June  30,  1966. 

GENERAL  STATEMENT 

It  is  the  committee’s  hope  that  the  programs  which  S.  3283  would 
authorize  would  be  a  major  step  in  a  shift  from  public  to  private!  | 
financing  of  governmentally  sponsored  credit  programs.  Home 
financing  through  the  Federal  Housing  Administration,  where  purely 
private  financing  is  encouraged  and  supported  by  Government  agency 
insurance,  is  one  of  the  prime  examples  of  the  sort  of  Federal  assistance 
to  private  activities  the  committee  has  in  mind.  Only  last  year  the 
committee,  in  the  Housing  and  Urban  Decvlopment  Act  of  1965,  took 
a  significant  step  in  this  direction  by  authorizing  the  Secretary  of 
Agriculture  to  start  a  new  rural  housing  insurance  program  under 
which  the  Secretary  would  insure  private  loans  on  rural  housing,  with  I 
the  thought  that  it  would  replace  the  former  direct  loan  program.  ! 
The  SBA  and  the  Export-Import  Bank  have  for  years  been  selling 
individual  loans  to  private  purchasers  with  or  without  recourse. 
These  agencies  have  also  been  encouraging  participation  by  private  j 
lenders  in  direct  loans  made  by  them,  either  on  an  equal  basis  or  on 
a  preferred  basis.  The  Export-Import  Bank  has  been  selling  parti¬ 
cipations  in  pools  of  its  own  loans. 

The  new  program  under  S.  3283  will  give  private  investors  additional 
experience  with  the  obligations  under  these  Government  credit  pro¬ 
grams.  This  experience  should  in  the  course  of  time  lead  to  more 
extensive  reliance  on  private  sources  of  credit.  / 

The  immediate  effect  of  this  legislation  will  make  it  possible  t<y 
obtain  funds  for  the  extension  of  credit  under  Federal  credit  programs. 
To  the  extent  such  funds  are  not  immediately  required  for  the  specific 
credit  programs,  they  will  reduce  the  aggregate  borrowing  require¬ 
ments  of  the  Treasury.  Under  this  legislation,  issues  of  participation 
certificates  based  on  assets  of  any  particular  agency  must  be  limited 
to  specific  amounts  authorized  in  appropriation  acts.  Amounts  that 
may  be  used  by  the  agencies  in  extending  further  credits  during  any 
year,  moreover,  are  usually  limited  by  specific  provisions.  In  short, 
the  Congress  clearly  retains  complete  control  over  the  aggregate 
amount  of  participations  they  may  be  offered  for  any  agency. 

Disbursements  on  new  loans  made  under  major  Federal  credit 
programs  in  fiscal  year  1966  are  expected  to  be  almost  equaled  by 
sales  and  other  repayments.  During  fiscal  year  1967,  net  proceeds 
of  over  $2  billion  are  anticipated.  These  receipts  would  serve  as  a 
source  of  funds  for  financing  part  of  the  net  deficit  anticipated  in  I 
other  Federal  budgetary  receipts  and  expenditures. 
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Stile  of  these  participations  would  thus  reduce  the  amount  of  direct 
Government  obligations  that  would  have  to  be  offered.  Under  pre¬ 
vailing  conditions  in  credit  markets,  with  pressures  of  strong  demands 
for  credit — public  and  private — -relative  to  the  supply  of  savings 
available  for  lending,  interest  rates  have  risen  substantially.  At  the 
prevailing  level  of  interest  rates,  it  would  not  be  possible  for  the  Fed¬ 
eral  Government  to  sell  long-term  direct  obligations  except  at  interest 
rates  above  the  4 ^-percent  ceiling  established  by  existing  law.  Since 
borrowing  needs  of  the  Government  are  expected  to  be  large  in  the 
year  ahead,  concentration  of  borrowing  in  the  short-term  area  could 
cause  a  further  rise  in  interest  rates  in  that  sector.  I  would  also 
increase  the  volume  of  liquid  assets  in  the  economy  and  contribute  to 
inflationary  pressures. 

Adoption  of  the  proposed  legislation  would  give  an  added  measure 
of  flexibility  by  making  it  possible  to  sell  securities  on  terms  that  would 
attract  savings  and  other  long-term  funds  available  for  investment — • 
particularly  from  investment  institutions,  and  reduce  or  eliminate  the 
amount  of  Treasury  financing  through  the  banking  system. 

The  committee  expects  that  FNMA,  in  issuing  participation 
certificates  under  S.  3283,  would  continue  its  existing  practice  of 
selling  to  major  investors — insurance  companies,  banks,  pension  trusts, 
and  the  like,  and  that  FNMA  will  issue  participation  certificates 
of  types  appropriate  for  such  investors.  Also  the  authorization  in  an 
appropriation  act  for  the  sale  of  participation  certificates  will  establish 
on  the  books  of  the  Treasury  as  appropriations  such  sums  as  may  be 
necessary  to  enable  the  trustor — the  Federal  lending  agency — to  pay 
the  trustee — FNMA — such  insufficiency  as  may  occur  as,  for  example, 
if  the  interest  paid  on  the  participation  certificates  exceeds  the  interest 
received  on  the  underlying  obligations. 

It  is  recognized  that  for  various  reasons  interest  rates  paid  on  the 
participation  certificates  are  likely  to  be  somewhat  higher  than  rates 
that  would  need  to  be  paid  on  direct  Treasury  obligations  of  similar 
maturities.  Under  existing  conditions,  however,  interest  yields  on 
longer  term  issues  are  actually  somewhat  lower  than  those  on 
issues  with  maturities  of  5  years  or  less.  It  is  highly  conjectural, 
therefore,  to  attempt  to  estimate  the  net  effect  of  any  differences  in 
interest  costs  that  might  result  from  one  means  of  financing  as  against 
another. 

The  underlying  obligations  will  be  guaranteed  by  the  agency 
establishing  the  trust,  and  timely  payments  of  principal  and  interest 
on  the  certificates  will  be  guaranteed  by  FNMA.  FNMA’s  guarantee 
in  turn  is  supported  by  borrowing  authority  from  the  U.S.  Treasury. 

Although  the  participation  certificates  will  not  be  full  faith  and 
credit  obligations  of  the  United  States,  as  a  practical  matter  the 
moral  obligation  of  the  Government  to  back  up  these  participation 
certificates  is  entirely  clear.  Because  they  are  not  Government 
obligations,  they  will  be  subject  to  State  taxation,  including  State 
income  taxes.  They  will  be  eligible  securities  to  support  Federal 
Government  deposits.  Since  they  are  not  Government  obligations, 
they  will  not  be  subject  to  the  Federal  debt  ceiling,  and  they  will  not 
be  subject  to  the  4^-percent  interest  ceiling  on  Government  bonds 
of  5  years  or  more. 
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The  letter  from  the  Budget  Bureau  printed  below  is  made  a  part  of 
this  report: 

Bureau  of  the  Budget, 
Washington,  D.C.,  April  29,  1966. 

Hon.  A.  Willis  Robertson, 

Chairman,  Committee  on  Banking  and  Currency, 

U.S.  Senate,  Washington,  D.C. 

Dear  Mr.  Chairman:  You  have  inquired  whether  there  is  any 
intention  on  the  part  of  the  administration  to  seek  the  congressional 
authorization  which  would  be  required  to  include  any  rural  electrifi¬ 
cation  or  telephone  loans  in  participation  pools  established  under  the 
provisions  of  the  “Participation  Sales  Act  of  1966.” 

As  you  know,  the  President  has  proposed  legislation  to  establish 
Federal  banks  for  rural  electrification  and  telephone  systems  in  order 
to  provide  supplementary  financing  for  the  Rural  Electrification  Ad¬ 
ministration  program.  We  believe  that  favorable  congressional 
action  on  this  proposed  legislation  will  assure  a  fully  adequate  supply 
of  credit  to  meet  the  needs  of  rural  electric  and  telephone  coopera-  I 
tives. 

I  can  assure  you  that  in  no  event  under  the  legislation  now  before 
your  committee  will  any  participations  be  sold  in  any  REA  loans. 

Sincerely  yours, 


Charles  L.  Schultze, 
Director,  Bureau  oj  the  Budget. 


SECTION-BY-SECTION  ANALYSIS  OF  H.R.  14544 


Sectiori  1 .  Short  title 

The  bill  would  be  cited  as  the  “Participation  Sales  Act  of  1966.” 

Section  2.  Amendments  to  section  302(c)  oj  the  Federal  National  Mort¬ 
gage  Association  Charter  Act 

Subsection  (a)  would  amend  existing  section  302(c)  of  the  Federal 
National  Mortgage  Association  Charter  Act  to  accommodate  the 
provisions  of  new  paragraphs  (2),  (3),  and  (4).  The  first  and  second 
amendments  are  technical.  The  purpose  of  the  third  amendment  is 
to  qualify  for  inclusion  in  participation  trusts,  securities  held  by 
various  Government  agencies  even  though  they  may  not  be  within  4 
the  technical  definition  of  obligations.  The  fourth  amendment  would 
exempt  participation  certificates  issued  pursuant  to  this  act  from  all 
regulation  by  the  Securities  and  Exchange  Commission.  The  fifth 
amendment  would  repeal  the  existing  authority  for  appropriations  to 
offset  differentials  arising  from  the  issuance  of  participations  based  on 
below-market  interest  rate  mortgages  insured  under  section  22 1  (d)  (3) 
of  the  National  Housing  Act;  this  repeal  is  appropriate  because  of 
substitute  arrangements  provided  in  subsection  (b)  of  section  2  of 
the  bill. 

Subsection  (b)  would  add  new  paragraphs  (2),  (3),  and  (4),  to  sec¬ 
tion  302(c)  of  the  FNMA  Charter  Act.  New  paragraph  (2)  would 
authorize  the  head  of  any  executive  department,  agency,  or  instru¬ 
mentality  of  the  United  States  to  set  aside  a  part  or  all  of  any  financial 
assets  held  by  him,  subject  them  to  trust  or  trusts,  and  require  him 
to  guarantee  to  the  trustee  the  timely  payment  of  principal  and 
interest  on  the  assets  so  set  aside.  Under  the  trust  instrument 
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FNMA  would  act  as  trustee,  and  title  to  the  obligations  so  set  aside 
would  be  deemed  to  have  passed  to  FNMA  in  trust.  The  custody, 
control,  and  administration  of  the  obligations,  however,  would  remain 
in  the  trustor,  subject  to  transfer  to  the  trustee  in  event  of  default 
in  the  payment  of  principal  and  interest  of  tne  related  participation 
>  certificates  issued  by  tiie  trustee.  The  trust  instrument  would  re¬ 
quire  the  trustee  to  pay  promptly  to  the  trustor  the  full  net  proceeds 
of  any  sale  of  participations,  and  require  the  trustor  to  treat  the 
proceeds  as  otherwise  provided  by  the  law  for  direct  sales  or  repay¬ 
ments  of  such  obligations.  To  facilitate  liquidation  of  assets,  because 
of  prepayments  or  defaults  and  to  release  assets  for  direct  sale,  any 
i  trustor  would  be  authorized,  through  the  facilities  of  the  trustee,  to 
i  acquire  outstanding  participations  to  the  extent  of  his  responsibility 
to  the  trustee.  Any  trustor  would  also  be  authorized  to  pay  his 
proper  share  of  the  costs  and  expenses  incurred  by  tire  trustee.  In 
contrast  to  the  approach  of  the  19G4  legislation  on  this  subject,  the 
trust  or  trusts  to  be  created  under  this  legislation,  as  well  as  the  trusts 
FI  created  under  the  1964  legislation  from  now  on,  are  to  be  categorized 
|  for  tax  purposes  as  associations  taxable  as  corporations,  and  not  as 
true  trusts.  However,  a  special  exemption  is  provided  so  that  their 
interest  income  will  not  be  subject  to  tax.  Since  these  trusts  are  asso¬ 
ciations  taxable  as  corporations  and  exempt  from  tax,  any  income 
received  by  participation  holders  will  be  fully  taxable.  Because  the 
trusts  are  not  themselves  taxable,  the  dividends  received  by  cor¬ 
porate  participation  purchasers  will  not  be  eligible  under  the  Internal 
Revenue  Code  for  the  85-percent  dividends  received  deduction,  or, 
in  the  case  of  individuals,  the  $100  dividend  exclusion. 

New  paragraph  (3)  would  authorize  any  trustor  to  fulfill  his  guar¬ 
antee  of  the  timely  payment  of  obligations  subjected  to  a  trust  by 
using  any  appropriated  funds  or  other  amounts  available  to  him  for 
the  general  purposes  or  programs  to  which  the  obligations  subjected 
to  the  trust  are  related. 

New  paragraph  (4)  would  require  that  before  any  given  amount  of 
beneficial  interests  could  be  issued  for  the  account  of  any  trustor  (that 
is,  before  participations  could  be  issued  which  would  provide  the  given 
amount  of  funds  for  the  given  agency)  approval  for  the  issuance  of 
that  amount  for  the  account  of  that  agency  would  have  to  be  granted 
)  in  an  appropriation  act. 

New  paragraph  (5)  would  expressly  authorize  FNMA  as  trustee 
to  issue  and  sell  participations  even  if  the  aggregate  receipts  from 
obligations  subject  to  the  related  trust  are  insufficient  to  permit  the 
payment  by  the  trustee  of  all  interest  or  principal  on  the  participations. 
The  authorization  pursuant  to  paragraph  (4)  would  under  the  pro¬ 
visions  of  paragraph  (5)  create  an  appropriation  account  on  the  books 
of  the  Treasury  to  pay  any  difference  between  the  receipts  of  the 
trustor  (the  agency)  from  the  obligations  in  the  pool  and  the  amount 
chargeable  to  that  agency  which  the  trustee  (FNMA)  would  be 
obligated  to  pay  to  the  holders  of  the  beneficial  interests  or  participa¬ 
tions.  The  trustor  would  be  required  to  make  timely  payments  to 
the  trustee  from  such  appropriations.  Thus,  purchasers  of  participa¬ 
tions  would  be  assured  of  timely  payments  of  principal  and  interest 
without  further  action  by  the  Congress. 
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Section  3.  Reductions  in  new  obligational  authority 

Subsection  (a)  amends  section  305(c)  of  the  FNMA  Charter  Act  by 
reducing  by  $450  million  the  aggregate  potential  authority  of  FNMA 
to  purchase  mortgages  under  its  special  assistance  functions. 

Subsection  (b)  would  amend  section  401(d)  of  the  Housing  Act  of 
1950  by  reducing  by  $300  million  the  borrowing  authority  of  the 
college  housing  loan  program.  Both  reductions  are  made  possible  by 
increased  sales  of  participation  certificates  in  existing  loans. 

Section  3  of  the  bill  would  have  the  effect  of  repealing  provisions  of 
law  enacted  in  1965  under  which,  on  July  1,  1966,  (1)  FNMA’s  dollar 
authority  to  own  mortgages  under  its  special  assistance  functions 
would  be  increased  by  $450  million,  and  (2)  the  authority  of  the  Secre¬ 
tary  of  Housing  and  Urban  Development  to  borrow  from  the  Treasury 
for  college  housing  loans  would  be  increased  by  $300  million.  This 
avoidance  of  increases  of  dollar  authorities  aggregating  $750  million 
would  be  made  possible  by  the  reported  bill.  Your  Banking  and 
Currency  Committee  has  been  assured  that  existing  plans  contemplate 
the  issuance  and  sale  of  participations  in  needed  compensating  111 
amounts  during  the  fiscal  year  commencing  July  1,  1966. 

Specifically,  as  regards  college  housing  loans,  subsection  (b)  of  sec¬ 
tion  3  of  H.R.  14544  would  amend  section  410(d)  of  the  Housing  Act 
of  1950,  as  amended  (12  U.S.C.  1749),  by  reducing  by  $300  million 
the  borrowing  authority  of  the  college  housing  loan  program. 

The  Housing  Act  of  1950  authorizes  direct  loans  to  higher  educa¬ 
tional  institutions  to  assist  them  in  providing  housing  and  related 
facilities  for  students  and  faculty  and  to  hospitals  for  housing  facilities 
for  student  nurses  and  interns. 

The  Treasury  borrowing  authorization  which  funds  the  program  is 
$3,175  million  and  will  increase  by  $300  million  to  $3,475  million  in 
fiscal  1967  under  current  statute.  The  proposed  participation  sales  of 
$820  million  of  college  housing  loans  in  fiscal  1967  permits  canceling 
the  $300  million  of  new  obligational  authority,  which  otherwise  would 
become  available  in  1967,  without  interfering  with  program  activity 
which  is  projected  at  $300  million  of  net  loan  reservations  in  fiscal 
1967.  The  net  effect  of  the  participation  sale  will  be  to  increase  the 
obligational  authority  by  $801  million  after  adjustment  for  reductions 
in  loan  repayment  receipts  and  administrative  expenses  of  FNMA.  . 

Section  J.  Office  of  Education  revolving  loan  fund  provisions 

Subsection  (a)  of  this  section  would  amend  section  303(c)  of  the 
Higher  Education  Facilities  Act  of  1963  to  provide  that  appropriations 
for  making  academic  facility  loans  would  now  be  payable  into  the 
fund  to  be  established  by  subsection  (b)  of  this  section. 

Subsection  (b)  would  add  a  new  section  305  to  the  Higher  Education 
Facilities  Act  of  1963  establishing  a  separate  revolving  fund  for  higher 
education  academic  facilities  loans,  available  without  fiscal  year  limi¬ 
tation.  The  total  of  new  loans  made  from  the  fund  in  any  fiscal  year 
would  be  subject  to  limitations  specified  in  appropriation  acts.  ~  All 
appropriations  available  for  academic  facilities  loans  and  all  receipts 
from  operations  and  from  participation  sales  would  be  deposited  in 
the  fund.  All  loans,  expenses,  and  payments  would  be  paid  from  the 
fund,  including  expenses  and  payments  to  the  Federal  National 
Mortgage  Association  in  connection  with  the  sale  of  participations. 
The  Commissioner  would  be  required  to  pay  from  the  fund  into  the 
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Treasury  interest  on  the  net  amount  of  appropriations  used  by  the 
fund. 

Section  5.  Farmers  Home  Administration  direct  loan  account  provisions 
Section  5  would  amend  section  338(c)  of  the  Consolidated  Farmers 
Home  Administration  Act  of  1961  to  transfer  to  the  direct  loan  account 
Watershed  protection  and  flood  prevention  loans,  rural  renewal  loans, 
and  resource  conservation  and  development  loans  not  now  financed 
through  revolving  funds.  The  intent  is  to  include  among  the  loans 
eligible  for  pooling  under  section  2  all  loans  made  by  the  Farmers 
Home  Administration  (including  not  only  those  in  the  direct  loan 
account,  but  also  those  in  the  emergency  credit  revolving  fund,  rural 
housing  direct  loan  account,  agricultural  credit  insurance  fund  and 
the  rural  housing  insurance  fund). 

Section  6.  Preservation  oj  existing  Veterans’  Administration  authority 
Section  6  would  make  clear  that  nothing  contained  in  this  bill 
,  .should  be  construed  to  repeal  or  modify  the  existing  authority  of  the 
j  administrator  of  Veterans’  Affairs  to  enter  into  trust  arrangements 
comparable  to  those  contemplated  by  this  bill.  The  intent  of  this 
section  would  be  to  authorize  the  Administrator  of  Veterans’  Affairs 
to  enter  into  trust  arrangements  either  under  the  provisions  of  this 
bill  or  under  the  provisions  of  section  1820(e)  of  title  38  United 
States  Code. 

Section  7.  Investment  by  credit  unions 

Section  7  would  authorize  Federal  credit  unions  to  invest  their 
funds  in  the  type  of  participations  or  beneficial  interests  authorized 
under  the  bill  to  be  issued  by  FNMA. 

Section  8.  Study  o  f  direct  loan  programs 

Section  8  would  reqiure  the  Secretary  of  the  Treasury  to  study  the 
advantages  and  disadvantages  of  direct  loan  programs  compared  to 
insured  or  guaranteed  programs  and  to  report  to  the  Congress. 
Necessary  appropriations  are  authorized. 

Section  9.  Sales  during  fiscal  1966 

Section  9  would  permit  FNMA  during  fiscal  year  1966  to  sell  partici¬ 
pation  certificates  issued  under  the  existing  government  mortgage 
)iquidation  trust,  and  also  certificates  issued  under  a  trust  to  be 
established  by  the  SBA,  without  regard  to  the  appropriation  act 
authority  for  sales  required  by  paragraph  4  of  section  302(c)  of  the 
FNMA  Charter  Act  as  added  by  the  bill. 
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CHANGES  IN  EXISTING  LAW 

In  compliance  with  subsection  (4)  of  rule  XXIX  of  the  Standing 
Rules  of  the  Senate,  changes  in  existing  law  made  by  the  bill  as  ! 
reported  are  shown  as  follows  (existing  law  proposed  to  be  omitted  is 
enclosed  in  black  brackets,  new  matter  is  printed  in  italic,  existing 
law  in  which  no  change  is  proposed  is  shown  in  roman) : 

Sections  302(c)  and  305(c)  of  the  Federal  National  Mortgage 
Association  Charter  Act 

TITLE  III— FEDERAL  NATIONAL  MORTGAGE 

ASSOCIATION 

******* 

CREATION  OF  ASSOCIATION 

Sec.  302.  (a)  *  *  *  ||1 

******* 

(c)  ( 1 )  Notwithstanding  any  other  provision  of  this  Act  or  of  any 
other  law,  the  Association  is  authorized  under  section  306  to  create, 
accept,  execute,  and  otherwise  administer  in  all  respects  such  trusts, 
receiverships,  conservatorships,  liquidating  or  other  agencies,  or  other 
fiiduciary  and  representative  undertakings  and  activities,  hereinafter  \ 
in  this  subsection  called  “trusts”,  as  might  he  appropriate  for  financing 
purposes;  and  in  relation  thereto  the  Association  may  acquire,  hold  ; 
and  manage,  dispose  of,  and  otherwise  deal  in  any  obligations  [offered 
to  it  by  the  Housing  and  Home  Finance  Agency  or  its  Administrator,  I 
or  by  such  Agency’s  constituent  units  or  agencies  or  the  heads  thereof, 
or  any  first  mortgages  in  which  the  United  States  or  any  agency]  and 
other  types  of  securities,  including  any  instrument  commonly  known  as  a 
security,  hereinafter  in  this  subsection  called  “obligations,”  in  which  the  : 
United  States  or  any  executive  department,  agency,  or  instrumentality  ! 
thereof  may  have  a  financial  interest.  The  Association  may  join  in 
any  such  undertakings  and  activities  notwithstanding  that  it  is  also  i 
serving  in  a  fiduciary  or  representative  capacity;  and  is  authorized, 
consistent  with  section  307,  to  guarantee  any  participations  or  other .  » 
instruments,  whether  evidence  of  property  rights  or  debt,  issued  forf  1 
such  financing  purposes.  [Any  participations  or  other  instruments 
so  guaranteed  shall  to  the  same  extent  as  securities  issued  or  guaran¬ 
teed  by  the  United  States  or  its  instrumentalities  be  deemed  to  be 
exempt  securities  within  the  meaning  of  laws  administered  by  the 
Securities  and  Exchange  Commission.]  Participations  or  other  instru¬ 
ments  issued  by  the  Association  pursuant  to  this  subsection  shall  to  the 
same  extent  as  securities  which  are  direct  obligations  of  or  obligations 
guaranteed  as  to  principal  or  interest  by  the  United  States  be  deemed  to 
be  exempt  securities  within  the  meaning  of  laws  administered  by  the 
Securities  and  Exchange  Commission.  [If  there  shall  be  included 
within  one  or  more  of  the  trusts  or  other  agencies  created  pursuant  to 
the  authority  of  this  subsection  any  mortgages  bearing  a  below-market 
interest  rate  and  insured  under  section  221(d)  (3)  after  the  date  of 
the  enactment  of  the  Housing  and  Urban  Development  Act  of  1965, 
there  are  authorized  to  be  appropriated  from  time  to  time  such 
amounts  as  may  be  necessary  to  reimburse  the  Association  for  the 
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amount  of  the  differential  (including  interset,  other  costs,  and  a  fair 
proportion  of  administrative  expense)  between  (1)  the  total  outlay 
with  respect  to  outstanding  participations  or  other  instruments  which, 
at  the  time  of  issuance,  were  predicated  upon  or  otherwise  related  to 

;  such  below-market  interest  rate  mortgages,  and  (2)  the  total  receipts 
from  such  mortgages.]  The  amounts  of  any  mortgages  and  other 
obligations  acquired  by  the  Association  under  section  306,  pursuant 
to  this  subsection,  shall  not  be  included  in  the  total  amounts  set  forth 
in  section  306(c). 

(2)  Subject  to  the  limitations  provided  in  paragraph  (4)  oj  this  subsec¬ 
tion ,  the  head  oj  any  executive  department,  agency,  or  instrumentality  of  the 
United  States,  hereinafter  in  this  subsection  called  the  “trustor'’ ,  is 
authorized  to  set  aside  a  part  or  all  of  any  obligations  held  by  him  and 
subject  them,  to  a  trust  or  trusts  and,  incident  thereto,  shall  guarantee  to 
the  trustee  timely  payment  thereof.  The  trust  instrument  may  provide 
for  the  issuance  and  sale  oj  beneficial  interests  or  participations,  by  the 

iv  trustee,  in  such  obligations  or  in  the  right  to  receive  interest  and  principal 

\j  collections  therefrom;  and  may  provide  for  the  substitution  or  withdrawal 

oj  such  obligations,  or  for  the  substitution  of  cash  for  obligations.  The 
trust  or  trusts  shall  be  exempt  from  all  taxation.  The  trust  instrument 
may  also  contain  other  appropriate  provisions  in  keeping  with  the  purposes 
oj  this  subsection.  The  Association  may  be  named  and  may  act  as  trustee 
oj  any  such  trusts  and,  for  the  purposes  thereof,  the  title  oj  such:  Proirided, 
That  obligations  shall  be  deemed  to  have  passed  to  the  Association  in  trust: 
the  trust  instrument  shall  provide  that  custody,  control,  and  administra¬ 
tion  oj  the  obligations  shall  remain  in  the  trustor  subjecting  the  obligations 
to  the  trust,  subject  to  transfer  to  the  trustee  in  event  of  default  or  probable 
default,  as  determined  by  the  trustee,  in  the  payment  oj  principal  and 
interest  oj  the  beneficial  interests  or  participations.  Collections  from, 
obligations  subject  to  the  trust  shall  be  dealt  with  as  provided  in  the 
instrument  creating  the  trust.  The  trust  instrument  shall  provide  that, 
the  trustee  will  promptly  pay  to  the  austor  the  full  net  proceeds  oj  any 
sale  oj  beneficial  interests  or  participations  to  the  extent  they  are  based 
upon  such  obligations  or  collections.  Such  proceeds  shall  be  dealt  with 
as  otherwise  provided  by  law  for  sales  or  repayment  of  such  obligations. 
The  effect  oj  both  past  and  future  sales  of  any  issue  o  f  beneficial  interests 

v  or  participations  shall  be  the  same,  to  the  extent  oj  the  principal  of  such 

)  issue,  as  the  direct  sale  o  f  the  obligations  subject  to  the  trust,.  Any 

trustor  creating  a  trust  or  trusts  hereunder  is  authorized  to  purchase, 
through  the  facilities  of  the  trustee,  outstanding  beneficial  interests  or 
participations  to  the  extent,  oj  the  amount  oj  his  responsibility  to  the 
trustee  on  beneficial  interests  or  participations  outstanding,  and  to  pay 
his  proper  share  of  the  costs  and  expenses  incurred  by  the  Association 
as  trustee  pursuant  to  the  trust  instrument,  and  for  these  purposes  may 
use  any  appropriated  funds  or  other  amounts  available  to  him  for  the 
general  purposes  or  programs  to  which  the  obligations  subjected  to  the 
trust  are  related. 

(3)  When  any  trustor  guarantees  to  the,  trustee  the  timely  'payment  of 
obligations  he  subjects  to  a  trust  pursuant  to  this  subsection,  and  it  becomes 
necessary  for  such  trustor  to  meet  his  responsibilities  under  such  guaranty, 
he  is  authorized  to  fulfill  such  guaranty  by  using  any  appropriated  funds 
or  other  amounts  available  to  him  for  the  general  purposes  or  programs  to 
which  the  obligations  subjected  to  the  trust  are  related. 


S.  Rept.  1140,  89-2- 
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(4)  Beneficial  interests  or  participations  shall  not  be  issued  for  the  ac¬ 
count  of  any  trustor  in  an  aggregate  principal  amount  greater  than  is 
authorized  with  respect  to  such  trustor  in  an  appropriation  Act.  Any 
such  authorization  shall  remain  available  until  used} 

( 5 )  The  Association ,  as  trustee,  is  authorized  to  issue  and  sell  beneficial 
interests  or  participations  under  this  subsection,  notwithstanding  that  I 
there  may  be  an  insufficiency  in  aggregate  receipts  from  obligations  subject 
to  the  related  trust  to  provide  for  the  payment  by  the  trustee  (on  a  timely 
basis  out  of  current  receipts  or  otherwise)  of  all  interest  or  principal  on 
such  interests  or  participations  ( after  provision  for  all  costs  and  expenses 
incurred  by  the  trustee,  fairly  prorated  among  trustors).  Whenever  the 
issuance  of  an  aggregate  principal  amount  is  authorized  pursuant  to  para¬ 
graph  (4)  of  this  subsection,  such  an  authorization  in  an  appropriation 
Act  shall  establish  on  the  books  of  the  Treasury  as  appropriations  such 
sums  as  may  be  necessary  f  rom  time  to  time  to  enable  the  trustor  to  pay 
the  trustee  such  insufficiency  as  the  trustee  may  require  on  account  of  ' 
outstanding  beneficial  interests  or  participations.  Such  trustor  shall 
make  timely  payments  to  the  trustee  from  such  appropriations,  subject  to  ( 
and  in  accord  with  the  trust  instrument. 

SPECIAL  ASSISTANCE  FUNCTIONS 

Sec.  305.  (a)  *  *  * 

*  *  *  *  *  *  sic 

(c)  The  total  amount  of  purchases  and  commitments  authorized  by 
the  President  pursuant  to  subsection  (a)  of  this  section  shall  not 
exceed  $1,700,000,000  outstanding  at  any  one  time,  which  limit  shall 
be  increased  by  $100,000,000  on  the  date  of  the  enactment  of  the 
Housing  and  Urban  Development  Act  of  1965,  [by  $450,000,000  on 
July  1,  1966,]  by  $550,000,000  on  July  1,  1967,  and  by  $525,000,000 
on  July  1,  1968. 


Section  401(d)  of  the  Housing  Act  of  1950 

(d)  To  obtain  funds  for  loans  under  subsection  (a)  of  this  section, 
the  Administrator  may  issue  and  have  outstanding  at  any  one  time 
notes  and  obligations  for  purchase  by  the  Secretary  of  the  Treasury  a 
in  an  amount  not  to  exceed  $1,675,000,000,  which  amount  shall  be  f 
increased  by  $300,000,000  on  July  1  in  each  of  the  years  1961  through 
[1968]  1965,  and  1967  and  1968 :  Provided,  That  the  amount  out¬ 
standing  for  other  educational  facilities,  as  defined  herein,  shall  not 
exceed  $175,000,000,  which  limit  shall  be  increased  by  $30,000,000 
on  July  1  in  each  of  the  years  1961  through  1968:  Provided  further, 
That  the  amount  outstanding  for  hospitals,  referred  to  in  clause  (2) 
of  section  404  (b)  of  this  title,  shall  not  exceed  $100,000,000,  which 
limit  shall  be  increased  by  $30,000,000  on  July  1  in  each  of  the  years 
1961  through  1968. 


1  See  sec.  9  of  S.  3283  printed  below. 
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Title  III  of  the  Higher  Education  Facilities  Act  of  1963 

TITLE  III— LOANS  FOR  CONSTRUCTION  OF  ACADEMIC 

FACILITIES 

LENDING  AUTHORITY 

Sec.  301.  The  Commissioner  may,  in  accordance  with  the  provi- 
Isions  of  this  title,  make  loans  to  institutions  of  higher  education  or  to 
■higher  education  building  agencies  for  construction  of  academic 
facilities. 

LOAN  LIMIT  FOR  ANY  STATE 

Sec.  302.  Not  more  than  12 %  per  centum  of  the  funds  provided  for 
in  this  title  in  the  form  of  loans  shall  be  used  for  loans  to  institutions 
of  higher  education  or  higher  education  building  agencies  within  any 
one  State. 

ELIGIBILITY  CONDITIONS,  AMOUNTS,  AND  TERMS  OF  LOANS 

Sec.  303.  (a)  No  loan  pursuant  to  this  title  shall  be  made  unless 
the  Commissioner  finds  (1)  that  not  less  than  one-fourth  of  the  de- 
velopment  cost  of  the  facility  will  be  financed  fi  om  non-Fedei  ai 
sources,  (2)  that  the  applicant  is  unable  to  secure  the  amount  of  such 
loan  from  other  sources  upon  terms  and  conditions  equally  as  favor¬ 
able  as  the  terms  and  conditions  applicable  to  loans  under  this  title, 
and  (3)  that  the  construction  will  be  undertaken  in  an  economical 
manner  and  that  it  will  not  be  of  elaborate  or  extravagant  design  or 

materials.  .  . 

(b)  A  loan  pursuant  to  this  title  shall  be  secured  in  such  manner, 
and  shall  be  repaid  within  such  period  not  exceeding  fifty  years  as 
may  be  determined  by  the  Commissioner;  and  shall  bear  interest  at  (1) 
a  rate  determined  by  the  Commissioner  which  shall  not  be  less  than 
a  per  annum  rate  that  is  one-quarter  of  1  percentage  point  above  the 
average  annual  interest  rate  on  all  interest-bearing  obligations  of  the 
United  States  forming  a  part  of  the  public  debt  as  computed  at  the 
end  of  the  preceding  fiscal  year,  adjusted  to  the  nearest  one-eighth 

v  of  1  per  centum,  or  (2)  the  rate  of  3  per  centum  per  annum,  \\  hiche\  ei 
/is  tbo  loss 0r 

(c)  The  Commissioner  shall,  during  the  fiscal  year  ending  June  30, 
1964,  and  each  of  the  four  succeeding  fiscal  years,  make  loans  to 
institutions  of  higher  education  for  the  construction  of  academic 
facilities  in  accordance  with  the  provisions  of  this  title.  [lor  the 
purpose  of  making  laons  under  this  title]  For  the  purpose  of  making 
payments  into  the  fund  established  under  section  805,  there  is  hereby 
authorized  to  be  appropriated  the  sumiof  $120,000,000  for  the  fiscal 
year  ending  June  30,  1964,  and  each  of  the  two  succeeding  fiscal  years  ; 
but  for  the  fiscal  year  ending  June  30,  1967,  and  the  succeeding  fiscal 
year,  only  such  sums  may  be  appropriated  as  the  Congress  may  here¬ 
after  authorize  by  law.  In  addition  to  the  sums  authorized  to  be 
appropriated  under  the  preceding  sentence,  there  is  hereby  authorized 
to  be  appropriated  for  the  fiscal  year  ending  June  30,  1965,  ancl  the 
succeeding  fiscal  year,  for  making  such  loans  the  difference  (it  any) 
between  the  sums  authorized  to  be  appropriated  under  the  preceding 
sentence  for  preceding  fiscal  years  and  the  aggregate  of  the  sums  which 
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were  appropriated  for  such  preceding  years  under  such  sentence. 
Sums  appropriated  pursuant  to  this  subsectlTn  for  any  fiscal  year  shall 
remain  available  for  loand  under  this  title  until  the  end  of  the  next 
succeeding  fiscal  year. 

GENERAL  PROVISIONS  FOR  LOAN  PROGRAM 

Sec.  304.  (a)  Such  financial  transactions  of  the  Commissioner  as 
the  making  of  loans  and  vouchers  approved  by  the  Commissioner  in 
connection  with  such  financial  transactions,  except  with  respect  to 
administrative  expenses,  shall  be  final  and  conclusive  on  all  officers  of 
the  Government. 

(b)  The  Commissioner  is  authorized  (1)  to  prescribe  a  schedide 
of  fees  which,  in  his  judgment,  would  be  adequate  in  the  aggregate 
to  cover  necessary  expenses  of  making  inspections  (including  audits) 
and  providing  representatives  at  the  site  of  projects  in  connection 
with  loans  under  this  title,  and  (2)  to  condition  the  making  of  such 
loans  on  agreement  by  the  applicant  to  pay  such  fees.  For  the  pur-  xl 
pose  of  providing  such  services,  the  Commissioner  may,  as  authorized  W 
by  section  402(b),  utilize  any  agency,  and  such  agency  may  accept 
reimbursement  or  payment  for  such  services  from  such  applicant  or 
from  the  Commissioner,  and  shall,  if  a  Federal  agency,  credit  such 
amounts  to  the  appropriation  or  fund  against  which  expenditures 
by  such  agency  for  such  services  have  been  charged. 

(c)  In  the  performance  of,  and  with  respect  to,  the  functions,  powers, 
and  duties  vested  in  him  by  this  title,  the  Commissioner  may — 

(1)  prescribe  such  rules  and  regulations  as  may  be  necessary  to 
carry  out  the  purposes  of  this  title ; 

(2)  sue  and  be  sued  in  any  court  of  record  of  a  State  having 
general  jurisdiction  or  in  any  district  court  of  the  United  States, 
and  such  district  courts  shall  have  jurisdiction  of  civil  actions 
arising  under  this  title  without  regard  to  the  amount  in  contro¬ 
versy,  and  any  action  instituted  under  this  subsection  by  or  against 
the  Commissioner  shall  survive  notwithstanding  any  change  in 
the  person  occupying  the  office  of  Commissioner  or  any  vacancy 
in  such  office;  but  no  attachment,  injunction,  garnishment,  or 
other  similar  process,  mesne  or  final,  shall  be  issued  against  the 
Commissioner  or  property  under  his  control,  and  nothing  herein 
shall  be  construed  to  except  litigation  arising  out  of  activities^] 
under  this  title  from  the  application  of  sections  507(b)  and  2679 

of  title  28  of  the  United  States  Code  and  of  section  367  of  the 
Revised  Statutes  (5  U.S.C.  316); 

(3)  foreclose  on  any  property  or  commence  any  action  to  pro¬ 
tect  or  enforce  any  right  conferred  upon  him  by  any  law,  con¬ 
tract,  or  other  agreement,  and  bid  for  and  purchase  at  any  fore¬ 
closure  or  any  other  sale  any  property  in  connection  with  which 
he  has  made  a  loan  pursuant  to  this  title;  and,  in  the  event  of  any 
such  acquisition  (and  not  withstanding  any  other  provisions  of 
law  relating  to  the  acquisition,  handling,  or  disposal  of  real  prop¬ 
erty  by  the  United  States),  complete,  administer,  remodel  and 
convert,  dispose  of,  lease,  and  otherwise  deal  with  such  property: 
Provided,  That  any  such  acquisition  of  real  property  shall  not 
deprive  any  State  or  political  subdivision  thereof  of  its  civil  or 
criminal  jurisdiction  in  and  over  such  property  or  impair  the 
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civil  rights  under  the  State  or  local  laws  of  the  inhabitants  on 
such  property; 

(4)  sell  or  exchange  at  public  or  private  sale,  or  lease,  real  or 
personal  property,  and  sell  or  exchange  any  securities  or  obliga¬ 
tions  upon  such  terms  as  he  may  fix ; 

(5)  subject  to  the  specific  limitations  in  this  title,  consent  to  the 
modification,  with  respect  to  the  rate  of  interest,  time  ot  payment 
of  any  installment  of  principal  or  interest,  security,  or  any  other 
term  of  any  contract  or  agreement  to  which  he  is  a  party  or  which 
has  been  transferred  to  him  pursuant  to  this  section ;  and 

(6)  include  in  any  contract  or  instrument  made  pursuant  to 
this  title  such  other  covenants,  conditions,  or  provisions  (includ¬ 
ing  provisions  designed  to  assure  against  use  of  the  facility  con¬ 
structed,  with  the  aid  of  a  loan  under  this  title,  for  purposes 
described  in  section  401  (a)  (2))  as  he  may  deem  necessary  to  assure 
that  the  purposes  of  this  title  will  be  achieved. 

REVOLVING  LOAN  FUND 

Sec.  305.  (a)  There  is  hereby  created  within  the  Treasury  a  separate 
fund-  for  higher  education  academic  facilities  loans  (hereafter  in  this 
'section  called  “the  jund. ”)  which  shall  be  available  to  the  Commissioner 
without  fiscal  year  limitation  as  a  revolving  fund  for  the  purposes  of  this 
title.  The  total  of  any  loans  made  from  the  fund,  in  any  fiscal  year  shall 
i  not  exceed  limitations  specified  in  appropriation  Ads. 

(6)  ( 1 )  The  Commissioner  is  authorized  to  transfer  to  the  fund  avail¬ 
able  appropriations  provided  under  section  303(c)  to  provide  capital '  for  the 
fund.  All  amounts  received  by  the  Commissioner  as  interest  payments 
or  repayments  of  principal  on  loans,  and  any  other  moneys,  pi  ope ity,  oi 
assets  derived  by  him  from  his  operations  in  connection  with  this  title, 

;  including  any  moneys  derived  directly  oi  indirectly  from  the  sale  oj  assets , 
i  or  beneficial  interests  or  participations  in  assets,  of  the  fund,  shall  be 
deposited,  in  the  jund. 

(2)  All  loans,  expenses,  and  payments  pursuant  to  operations  of  the 
Commissioner  under  this  title  shall  be  paid  from  the  fund,  including 
(but  not  limited  to)  expenses  and  payments  oj  the  Commissioner  in  con¬ 
nection  with  sale,  under  section  302(c)  of  the  Federal  National  Mortgage 
,  Association  Charter  Act,  of  participations  in  obligations  acquired  undei 
)  this  title.  From  time  to  time,  and  at  least  at  the  close  o  f  each  fiscal  year, 
the  Commissioner  shall  pay  from  the  fund  into  the  Treasury  as  miscel¬ 
laneous  receipts  interest  on  the  cumulative  amount  of  appropriations 
paid  out  for  loans  under  this  title  or  available  as  capital  to  the  fund,  less 
the  average  undisbursed  cash  balance  in  the  fund  during  the  yvfjf  •  -l  he 
rate  of  such  interest  shall  be  determined  by  the  Secretary  of  the  Treasury , 
taking  into  consideration  the  average  market  yield  during  the  month 
preceding  suchjiscal  year  on  outstanding  Treasury  obligations  of  maturity 
comparable  to  the  average  maturity  oj  loans  made  from  the  jund.  Interest 
payments  may  be  dejerred  with  the  approval  oj  the  Secretaiy  of  the  t  reas¬ 
ury,  but  any  interest  payments  so  dejerred  shall  themselves  bear  interest. 
If  at  any  time  the  Commissioner  determines  that  moneys  m  the  jund 
exceed  the  present  and  any  reasonably  prospective  juture  requirements 
oj  the  fund,  such  excess  may  be  transferred  to  the  general  fund  oj  the 
Treasury. 
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Section  338(c)  of  the  Consolidated  Farmers  Home  Administration 

Act  of  1961 

(c)  The  appropriation  for  loans  made  under  the  authority  of  sub¬ 
section  (a)  and  funds  obtained  in  accordance  with  subsection  (b)  of 
this  section  ,and  the  unexpended  balances  of  any  funds  made  available 
for  loans  under  the  item  "Farmers  Home  Administration”  in  the 
Department  of  Agriculture  Appropriation  Act  current  on  the  date  of 
enactment  of  this  title,  shall  be  merged  into  a  single  account  known  as 
the  "Farmers  Home  Administration  direct  loan  account”,  hereafter 
in  this  section  called  the  “direct  loan  account”.  All  claims,  notes, 
mortgages,  property,  including  those  now  held  by  the  Secretary  on 
behalf  of  the  Secretary  of  the  Treasury,  and  all  collections  therefrom, 
made  or  held  under  the  direct  loan  provisions  of  (1)  titles  I,  II,  and 
TV  of  the  Bankhead- Jones  Farm  Tenant  Act,  as  amended;  (2)  the  : 
Farmers  Home  Administration  Act  of  1946,  as  amended,  except  the 
assets  of  the  rural  rehabilitation  corporations;  (3)  the  Act  of  August  1 
28,  1937  (50  Stat.  869),  as  amended;  (4)  the  item  "Loans  to  Farm- 
ers — 194S  Flood  Damage”  in  the  Act  of  June  25,  1948  (62  Stat.  1038);  fll 
(5)  the  item  “Loans  to  Farmers  (Property  Damage)”  in  the  Act  of  ^ 
May  24,  1949  (63  Stat.  82);  (6)  the  Act  of  September  6,  1950  (64  Stat. 
769);  (7)  the  Act  of  July  11,  1956  (70  Stat.  525);  [and  ](8)  section  8 
of  the  Watershed  Protection  and  Flood  Prevention  Act,  as  amended 
(16  U.S.C.  1006a);  (9)  section  32(a)  of  the  Bankhead- Jones  Farm 
Tenant  Act ,  as  amended  (7  U.S.C.  1011);  and  (10)  under  this  title 
shall  be  held  for  and  deposited  in  said  account. 

The  notes  of  the  Secretary  issued  to  the  Secretary  of  the  Treasury 
under  said  Acts  or  under  this  title  and  all  other  liabilities  against  the 
appropriations  or  assets  in  the  direct  loan  account  shall  be  liabilities 
of  said  account,  and  all  other  obligations  against  such  appropriations 
or  assets  shall  be  obligations  of  said  account.  Moneys  in  the  direct 
loan  account  shall  also  be  available  for  interest  and  principal  repay¬ 
ments  on  notes  issued  by  the  Secretary  to  the  Secretary  of  theTreasury. 
Otherwise,  the  balances  in  said  account  shall  remain  available  to  the 
Secretary  for  direct  loans  under  subtitles  A  and  B  of  this  title,  section  8 
of  the  Watershed  Protection  and  Flood  Prevention  Act,  as  amended,  and 
section  32(e)  of  the  Bankhead- Jones  Farm  Tenant  Act,  amended,  and 
for  advances  in  connection  therewith,  not  to  exceed  any  existing  appro-  a 
priation  or  authorization  limitations  and  in  such  further  amounts  as  ^ 
the  Congress  from  time  to  time  determines  in  appropriation  Acts. 
The  amounts  so  authorized  for  loans  and  advances  shall  remain  avail¬ 
able  until  expended.  Subject  to  the  foregoing  limitations,  the  use  of 
collections  deposited  in  the  account  may  be  authorized  by  the  Con¬ 
gress  in  lieu  or  partially  in  lieu  of  authorizing  the  issuing  of  additional 
notes  by  the  Secretary  to  the  Secretary  of  the  Treasury,  and  the 
account  shall  be  budgeted  on  a  net  expenditure  basis. 
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Section  8  of  the  Federal  Credit  Union  Act  (12  U.S.C.  1757) 

POWERS 

Sec.  8.  A  Federal  credit  union  shall  have  succession  in  its  corporate 
name  during  its  existence  and  shall  have  power — 

(1)  to  make  contracts; 

(2)  to  sue  and  be  sued ; 

(3)  to  adopt  and  use  a  common  seal  and  alter  the  same  at 
pleasure ; 

(4)  to  purchase,  hold,  and  dispose  of  property  necessary  or  in¬ 
cidental  to  its  operations; 

(5)  to  make  loans  with  maturities  not  exceeding  five  years  to 
its  members  for  provident  or  productive  purposes  upon  such  terms 
and  conditions  as  this  Act  and  its  bylaws  provide  and  as  the 
credit  committee  or  a  loan  officer  may  approve,  at  rates  of  interest 
not  exceeding  1  per  centum  per  month  on  unpaid  balances,  in¬ 
clusive  of  all  charges  incident  to  making  the  loan;  except  that  no 
loans  to  a  director  or  member  of  the  supervisory  or  credit  com¬ 
mittee  shall  exceed  the  amount  of  his  holdings  in  the  Federal  credit 
union  as  represented  by  shares  thereof  plus  the  total  unencum¬ 
bered  and  unpledged  shareholdings  in  the  Federal  credit  union 
of  any  member  pledged  as  security  for  the  obligation  of  such  direc¬ 
tor  or  committee  member.  No  director  or  member  of  the  super¬ 
visory  or  credit  committee  shall  endorse  for  borrowers.  A  bor¬ 
rower  may  repay  his  loan,  prior  to  maturity,  in  whole  or  in  part 
on  any  business* day.  The  taking  receiving,  reserving,  or  charg¬ 
ing  of  a  rate  of  interest  greater  than  is  allowed  by  this  paragraph, 
when  knowingly  done,  shall  be  deemed  a  forfeiture  of  the  entire 
interest  which  the  note,  bill,  or  other  evidence  of  debt  carries  with 
it,  or  which  has  been  agreed  to  be  paid  thereon.  If  such  greater 
rate  of  interest  has  been  paid,  the  person  by  whom  it  has  been 
paid,  or  his  legal  representatives,  may  recover  back  from  the 
credit  union  taking  or  receiving  the  same,  in  an  action  in  the 
nature  of  an  action  of  debt,  the  entire  amount  of  interest  paid; 
but  such  action  must  be  commenced  within  two  years  from  the 
time  the  usurious  collection  was  made.  Loans  shall  be  paid  or 
amortized  in  accordance  with  rules  and  regulations  prescribed  by 
the  Director  after  taking  into  account  the  needs  or  conditions  of 
the  borrowers,  the  amounts  and  duration  of  the  loans,  the  interests 
of  the  members  and  the  credit  unions,  and  such  other  factors  as 
the  Director  deems  relevant,  but  such  rules  and  regulations  shall 
not  require  payments  more  frequently  than  annually; 

(6)  to  receive  from  its  members  payments  on  shares; 

(7)  to  invest  its  funds  (A)  in  loans  exclusively  to  members; 
(B)  in  obligations  of  the  United  States  of  America,  or  securities 
fully  guaranteed  as  to  principal  and  interest  thereby;  (C)  in 
accordance  with  rules  and  regulations  prescribed  by  the  Director, 
in  loans  to  other  credit  unions  in  the  total  amount  not  exceeding 
25  per  centum  of  its  paid-in  and  unimpaired  capital  and  surplus; 
(D)  in  shares  or  accounts  of  savings  and  loan  associations,  the 
accounts  of  which  are  insured  by  the  Federal  Savings  and  Loan 
Insurance  Corporation;  [or]  (E)  in  obligations  issued  by  banks 
for  cooperatives,  Federal  land  banks,  Federal  intermediate  credit 
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banks,  Federal  home  loan  banks,  the  Federal  Home  Loan  Bank 
Board,  or  any  corporation  designated  in  section  101  of  the 
Government  Corporation  Control  Act  as  a  wholly  owned  Gov¬ 
ernment  corporation;  or  in  obligations ,  participations,  or  other 
instruments  of  or  issued  by,  or  fully  guaranteed  as  to  principal 
and  interest  _  by,  the  Federal  National  Mortgage  Association;  or 
( /' )  in  participation  certi  ficates  evidencing  beneficial  interests  in 
obligations,  or  in  the  right  to  receive  interest  and  principal  collec¬ 
tions  therefrom,  which  obligations  have  been  subjected  by  one  or 
more  Government  agencies  to  a  trust  or  trusts  for  which  any  execu¬ 
tive  department,  agency,  or  instrumentality  of 'the  United  States  (or 
the  head  thereof )  has  been  named  to  act  as  trustee; 

(8)  to  make  deposits  in  national  banks  and  in  State  banks, 
trust  companies,  and  mutual  savings  banks  operating  in  accord¬ 
ance  with  the  laws  of  the  State  in  which  the  Federal  credit  union 
does  business; 

(9)  to  borrow,  in  accordance  with  such  rules  and  regulations 
as  may  be  prescribed  by  the  Director,  from  any  source,  in  an  i 
aggregate  amount  not  exceeding  50  per  centum  of  its  paid-in  and  ! 
unimpaired  capital  and  surplus:  Provided,  That  any  Federal 
credit  union  may  discount  with  or  sell  to  any  Federal  intermediate 
credit  bank  any  eligible  obligations  up  to  the  amount  of  its 
paid-in  and  unimpaired  capital; 

(10)  to  levy  late  charges,  in  accordance  with  the  bylaws,  for 
failure  of  members  to  meet  promptly  their  obligations  to  the 
Federal  credit  union; 

(11)  to  impress  and  enforce  a  lien  upon  the  shares  and  dividends 
of  any  member,  to  the  extent  of  any  loan  made  to  him  and  any 
dues  or  charges  payable  by  him; 

(12)  in  accordance  with  rules  and  regulations  prescribed  by 
the  Director,  to  sell  to  members  negotiable  checks  (including 
travelers  checks)  and  money  orders,"  and  to  cash  checks  and 
money  orders  for  members,  for  a  fee  which  does  not  exceed  the 
direct  and  indirect  costs  incident  to  providing  such  service;  and 

(13)  to  exercise  such  incidental  powers  as  shall  be  necessary 
or  requisite  to  enable  it  to  carry  on  effectively  the  business  for 
which  it  is  incorporated. 


SECTION  9  OF  S.  3283,  89TH  CONGRESS 


Sec.  9.  The  Federal  National  Mortgage  Association  is  authorized 
during  fiscal  year  1966  to  sell  (1)  additional  participations  in  the  Gov¬ 
ernment  Mortgage  Liquidation  Trust,  and  (2)  participations  in  a 
trust  to  be  established  by  the  Small  Business  Administration,  each 
without  regard  to  the  provisions  of  paragraph  (4)  of  section  302(c) 
of  the  Federal  National  Mortgage  Association  Charter  Act,  as  added 
by  this  Act. 


COMBINED  VIEWS  OF  SENATORS  BENNETT,  THURMOND, 

AND  HICKENLOOPER 


This  committee  has  just  reported  out  a  legislative  proposal  that 
will  make  a  permanent  change  in  the  financing  of  Federal  Govern¬ 
ment  expenses  and  less  consideration  than  most  people  give  to  the 
purchasing  of  a  secondhand  car. 

The  haste  with  which  the  legislation  was  pushed  through  the 
committee  gives  one  pause,  since  the  transactions  contemplated  by 
the  proposal  are  not  scheduled  to  take  place  until  sometime  in  the 
next  fiscal  year. 

Proposal  hurried  through  committee 

If  the  administration  desires  to  finance  its  operations  through  the 
sale  of  participation  certificates,  based  on  held  assets,  it  is  reasonable 
to  request  authority  to  do  so  from  the  Congress.  It  is  equally  as 
reasonable,  however,  for  sufficient  time  to  be  given  in  order  that  the 
Congress  may  weigh  the  advantages  and  disadvantages  of  the  method 
of  financing.  We  feel  that  this  has  not  been  done. 

It  is  our  opinion  that  the  sale  of  participations  should  be  explained 
for  exactly  what  it  is — a  method  of  borrowing  from  the  private  market 
in  such  a  way  that  the  borrowing  will  neither  be  part  of  the  Federal 
debt  nor  be  considered  as  part  of  the  administrative  budget  deficit. 

Instead,  the  major  argument  used  in  support  of  this  legislation  is 
that  it  is  for  the  purpose  of  replacing  Federal  credit  programs  with 
private  market  credit.  The  claim  if  true  would  mei’it  support  of  those 
who  believe  that  Federal  credit  programs  should  encourage  rather 
than  displace  private  credit. 

This  bill  will  not  result  in  a  decline  of  federally  sponsored,  federally 
operated,  and  federally  controlled  lending  programs.  It  will  not 
result  in  a  decline  in  the  amount  of  loans  held  by  the  Federal  Govern¬ 
ment,  and  it  will  not  substitute  private  credit  for  Federal  lending 
programs. 

Includes  all  direct  Federal  loans 

There  are  at  the  present  time  just  over  $33  billion  of  Federal 
Government  direct  loans  in  the  portfolios  of  the  various  Government 
entities.  The  following  list  shows  the  entities  and  the  amount  held  by 
each: 
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Outstanding  direct  loans,  and  guaranteed  and  insured  loans  for  Federal  credit 
programs  classified  by  agency  or  program 

[In  millions  of  dollars] 


1965  actual 


Agency  or  program 


Direct  loans 


Guaranteed 
and  insured 
loans 


'  A.  MAJOR  AGENCIES  OR  PROGRAMS 


Office  of  Economic  Opportunity . — . . . 

Department  of  Agriculture: 

Commodity  Credit  Corporation.... . .. 

Rural  Electrification  Administration _ 

Farmers  Home  Administration _ _ _ 

Department  of  Commerce: 

Economic  Development  Administration . . 

Maritime  Administration _ 

Department  of  Defense:  Military  assistance,  credits - 

Department  of  Health,  Education,  and  Welfare: 

Office  of  Education _ _ _ _ 

Public  Health  Service _ _ _ 

Department  of  Housing  and  Urban  Development: 

Federal  National  Mortgage  Association _ _ _ 

Federal  Housing  Administration _ 

Public  housing  program _ 

College  housing  program _ , _ 

Urban  renewal  program _ 

Other  major  programs _ _ _ 

Department  of  the  Interior:  Reclamation  loans _ 

Department  of  State:  Agency  for  International  Development 
Treasury  Department: 

Loans  to  District  of  Columbia _ _ _ 

Foreign  loans _ . _ < _ 

Veterans'  Administration _ 

Export-Import  Bank  of  Washington _ _ _ ... 

Small  Business  Administration - - - 

Total,  major  agencies  or  programs _ 

B.  OTHER  AGENCIES  OR  PROGRAMS 
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2,115 
4,  072 
1,990 

126 

109 

79 

538 

13 

2, 121 
527 
60 
1,927 
196 
432 
90 
8,997 


419 


727 


419 


300 
49,  042 
5,033 


1,382 


144 


139 


3,763 


1.649 

2,490 

1,147 


30,951 

2,617 

104 


32, 507 


91, 138 


Department  of  Agriculture:  Soil  Conservation  Service. . . . . 

Department  of  Commerce:  Aircraft  loan  guarantees. . . . . 

Department  of  Defense: 

Loans  for  construction  of  Ryukyu  power  system - - 

Defense  production  loans  and  guarantees - - - 

Department  of  Health,  Education,  and  Welfare: 

Community  facility  loans _ _ 

Hospital  construction  activities - - - 

Assistance  to  refugees  in  the  United  States _ 

Department  of  Housing  and  Urban  Development: 

Urban  mass  transportation  loans _ _ _ 

Liquidating  programs  (Community  Facilities  Administration) - 

Community  disposal  program _ 

Department  of  the  Interior: 

Alaska  public  works  (repayable  investment) _ 

Bureau  of  Indian  Affairs _ _ _ • - 

Defense  Production  Act  loans _ 

Fisheries  loans _ 

Ship  mortgage  insurance _ 

Guam  rehabilitation  program _ 

Minerals  exploration  program _ 

Department  of  Labor:  Manpower  development  and  training  loans. . . 

Department  of  State: 

Repatriation  loans _ 

Loans  to  the  United  Nations _ 

Treasury  Department: 

Defense  Production  Act  loans  (liquidating) - - - 

Reconstruction  Finance  Corporation  (liquidating) - - 

Civil  defense  loans _ 

Federal  Home  Loan  Bank  Board:  Federal  Savings  and  Loan  Insurance 

Corporation  fund _ 

General  Services  Administration: 

Public  Works  Administration  bonds  (liquidating) _ 

Surplus  property  sales  credit - - - 

Interstate  Commerce  Commission:  Guaranteed  railroad  loans - 

National  Capital  Planning  Commission:  Advances  to  the  District  of  Co¬ 
lumbia  and  Maryland _ 


(‘) 


(>) 


0) 


(>) 


15 


9 

14 


4 

6 

2 

13 

4 

n; 

24 

8 

6 


2 

1 


3 
107 

4 

5 


131 

58 

100 


9 


49 


5 


214 


See  footnotes  at  end  of  table,  p.  19. 
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Outstanding  direct  loans,  and  guaranteed  and  insured  loans  for  Federal  credit 
; programs  classified  by  agency  or  program — Continued 


[In  millions  of  dollars] 


Agency  or  program 

1965  actual 

Direct  loans 

Guaranteed 
and  insured 
loans 

b.  other  agencies  or  programs— continued 

Veterans'  Administration: 

Service  disabled  veterans  fund . . . . 

4 

(>) 

5 

1 

(!) 

Vocational  rehabilitation  fund  ..  .  .  _  _  _  ... 

Veterans  special  term  insurance  fund  .  . 

Veterans  insurance  and  indemnities  fund.  . 

Veterans  reopened  insurance  fund  _  _  ...  ... 

Total,  other  agencies  or  programs .  . .  .  .  __  . 

547 

276 

All  agencies . .  .......  . 

33,  054 

91,  414 

Less  than  $1,000,000  outstanding. 

Note.— Figures  may  not  add  due  to  rounding. 


This  legislation  would  enable  all  of  these  to  enter  into  a  trust 
agreement  with  the  Federal  National  Mortgage  Association  whereby 
the  FNMA  would  issue  and  sell  participation  certificates  based  on 
pools  of  loans  set  aside  by  the  agencies,  departments,  and  instrumen¬ 
talities  for  that  purpose. 

Custody,  control,  collection,  and  servicing  of  the  obligations  would 
remain  with  the  Government  agency  which  had  originally  made  the 
loan  and  the  title  would  be  deemed  to  have  passed  to  FNMA  in  trust. 

In  other  words,  none  of  the  assets  in  the  pools  are  actually  trans¬ 
ferred  through  sale  to  private  rather  than  public  ownership. 

Rather,  the  assets  are  used  as  collateral  for  the  issuance  of  other 
federally  guaranteed  obligations  in  the  form  of  certificates  which  are 
sold  in  the  private  market.  Thus,  this  is  not  a  sale  of  assets,  but  a 
straight  borrowing  transaction. 

The  transaction  is  not  unlike  that  of  an  individual  who  mortgages 
his  home  to  get  money  with  which  to  pay  his  grocery  bill.  The 
Government,  in  this  case,  is  mortgaging  its  long-term  assets  and  will 
use  the  proceeds  received  to  meet  current  operating  expenses. 

Proposal  has  disadvantages 

We  suggest  that  this  method  of  financing  has  several  disadvantages: 

1.  It  will  not  replace  Federal  credit  programs  with  private 
lending. 

2.  It  is  more  expensive  than  direct  Treasury  borrowing. 

3.  It  may  well  result  in  increased  Federal  spending. 

4.  There  are  better  alternatives. 

5.  It  destroys  the  meaning  of  the  deficit  in  the  administrative 
budget. 

6.  It  destroys  whatever  limited  restriction  the  debt  ceiling  has 
on  Federal  spending. 
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Federal  lending  not  replaced  with  private 

The  major  argument  used  in  support  of  this  legislation  is  that  it 
would  replace  Federal  credit  with  private  credit. 

We  suggest  that  this  method  of  financing  may  well  have  the  oppo¬ 
site  effect  causing  an  increase  in  Federal  lending  and  a  decrease  in 
private  lending  activities  for  several  reasons: 

1.  The  money  used  to  purchase  participations  will  be  with¬ 
drawn  from  the  private  markets  and  thus  will  not  be  available 
for  their  normal  lending  operations.  Already  credit  is  tight  and 
this  could  make  it  still  tighter. 

2.  This  program  will  discourage  the  private  market  from 
taking  greater  responsibility  and  eventually  replacing  the  direct 
lending  programs  now  handled  by  the  Federal  Government, 
Why  would  a  private  lender  want  to  loan  funds  in  the  private 
market  in  which  he  has  to  service  the  loan  and  to  take  all  the 
risk  of  default  when  he  will  be  able  to  put  his  funds  in  a  Govern¬ 
ment  certificate  which  will  produce  income  at  the  going  market 
rate  and  cannot  go  into  default  under  any  foreseeable  condition? 

3.  Certainly  no  one  would  suggest  that  the  private  market 
can  compete  with  the  various  “below  market  rates”  offered  in 
many  direct  lending  programs  of  the  Federal  Government.  As 
the  volume  of  loans  bearing  these  subsidized  rates  continues  to 
increase,  private  lenders  will  be  correspondingly  forced  out  of 
these  markets.  Most  of  the  $33  billion  in  direct  loans  now  held 
by  the  Federal  agencies  were  made  at  submarket  interest  rates. 

4.  When  a  private  lender  makes  a  loan  either  with  or  without 
a  Government  guarantee,  he  necessarily  becomes  familiar  with 
that  loan  by  servicing  it  through  actual  contact  with  the  borrower. 
When  he  purchases  a  participation,  he  is  removed  another  step 
away  from  the  actual  borrower.  He  gains  no  familiarity  with 
the  individual  loans  on  which  they  are  based  and  takes  no 
responsibility  for  them. 


Expensive  method  of  borrowing 

Participation  sales  are  a  more  expensive  method  of  borrowing  than 
the  sale  ol  long-term  Treasury  bonds.  There  is  no  way  to  accurately 
determine  just  how  much  additional  cost  will  be  incurred  through  this 
method  of  borrowing.  It  has  been  pointed  out  in  the  hearings  that 
the  interest  rate  differentials  vary  depending  on  the  market.  Wit¬ 
nesses  have  also  disagreed  as  to  whether  the  differential  would  increase 
or  decrease  over  time. 


Suffice  it  to  point  out  that  when  a  somewhat  similar  method  of 
financing  occurred  in  1959,  the  estimated  differential  was  0.63  percent. 
Now,  7  years  later,  on  March  16,  the  differential  is  0.6  percent  between 
participations  issued  by  FNMA  on  that  day  and  the  yield  on  Treasury 
bonds. 

Testimony  offered  by  the  Budget  Bureau  suggested  that  the 
differential  may  be  as  low  as  “25  to  35  basis  points,”  or  an  additional 
0.25  to  0.35  percent.  It  was  further  stated  that  this  is  a  modest 
additional  cost. 

Even  using  the  smallest  estimated  differential  when  combined  with 
other  costs  of  this  method,  it  means  that  the  borrowing  of  money  to 
the  extent  authorized  by  this  legislation  would  cost  the  taxpayer  an 
estimated  additional  $1.5  billion  to  $2  billion. 
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It  is  difficult  for  us  to  think  of  this  as  a  small  sum  even  when 
billions  are  thrown  around  by  the  hundreds. 

Increased  Federal  spending 

In  addition  to  the  increase  in  Federal  expenses  brought  about 
through  the  additional  cost  of  financing  participation  certificates 
over  that  for  direct  Treasury  borrowing,  this  method  of  financing 
makes  it  possible  to  report  a  smaller  deficit  or  even  a  surplus  in  the 
administrative  budget  even  though  current  Government  income  has 
not  increased  or  expenditure  been  reduced.  The  relatively  small 
budget  deficit  estimated  by  the  President  in  his  1967  budget  message, 
made  possible  by  the  expected  sale  of  participation  certificates,  is  an 
open  invitation  to  Congress  to  support  some  programs  that  could  be 
eliminated  or  even  increase  Federal  spending  above  the  budget. 

There  are  better  alternatives 

It  has  been  stated  that  this  is  the  best  way  for  the  Federal  Govern¬ 
ment  to  get  out  of  a  longtime  fiscal  problem,  created  by  the  fact  that 
there  is  a  4%-percent  ceiling  on  the  interest  the  Treasury  can  pay  on 
long-term  bonds.  In  today’s  tight  money  market,  it  is  not  possible 
for  the  Federal  Government  to  raise  long-term  money  except  at 
rates  above  that  limit. 

We  feel  that,  to  remove  the  4%-percent  ceiling  would  be  a  better 
permanent  solution  because  it  is  unrealistic  and  serves  no  useful 
purpose. 

Of  course,  unnecessary  spending  could  also  be  cut — but  apparently 
the  administration  rejects  this  as  a  solution. 

Destroys  meaning  of  deficit 

This  proposed  procedure  will  make  any  claimed  balancing  of  the 
budget  an  illusion.  It  could  seem  to  be  balanced  at  any  time  without 
true  current  income  being  equal  to  current  expenditures. 

The  funds  needed  to  produce  such  an  illusion  woidd  have  been 
provided  through  the  sale  of  enough  participation  certificates  to  offset 
any  amount  of  Federal  spending  above  tax  and  other  normal  operating 
receipts. 

While  this  may  seem  to  be  politically  desirable  for  the  party  in 
power,  it  makes  comparisons  between  annual  fiscal  records 
meaningless. 

In  making  their  analyses  of  the  effect  of  Federal  spending  on  the 
economy,  most  economists  use  what  is  called  the  national  income 
accounts  budget.  The  average  person,  however,  is  not  aware  that 
there  are  several  Federal  budgets  differing  in  important  respects. 
All  he  hears  about  is  the  final  surplus  or  deficit  and  unless  that  figure 
shows  the  deficit  on  “regular  transactions”  without  the  offsetting 
effect  of  the  sale  of  participations,  he  will  not  get  the  true  picture. 

The  procedure,  made  possible  by  this  bill,  will  confuse  and  mislead 
the  taxpayer  and  voter.  Its  maneuverings  appear  to  be  designed 
more  for  political  advantage  than  for  any  possible  fiscal  benefit. 

Debt  ceiling  limitation  destroyed 

Since  the  funds  borrowed  through  the  method  proposed  in  this 
legislation  are  not  part  of  the  Federal  debt,  a  similar  illusion  is  created 
with  respect  to  the  Federal  debt  ceiling.  In  fact,  the  bill  would 
provide  for  an  additional  $33  billion  in  borrowing  that  would  not  be 
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under  that  ceiling.  Admittedly,  the  ceiling  is  not  absolute  and  can 
be  raised  by  the  Congress,  but  it  does  provide  a  benchmark  against 
which  to  measure  the  rate  by  which  our  debt  is  increasing.  This  bill 
will  destroy  that  checkpoint. 

Credit  should  be  taken  by  the  minority  for  protecting  the  authority 
of  the  Congress  over  the  lending  programs  and  participation  sales. 
The  original  bill  sent  to  the  Congress  made  it  possible  to  evade  con¬ 
gressional  control.  The  minority  on  the  House  side,  sponsored  an 
amendment  that  would  make  all  participation  sales  subject  to  the 
appropriations  process.  This  amendment  was  accepted  by  the 
Treasury  and  incorporated  in  the  Senate  bill  as  reported  by  the  com¬ 
mittee.  Fortunately,  congressional  approval  will  be  required  and 
Congress  will  not  have  lost  its  indispensable  role  bestowed  upon  it 
by  the  framers  of  this  government  of  checks  and  balances. 

Wallace  F.  Bennett. 

Strom  Thurmond. 

Bourke  B.  Hickenlooper. 


INDIVIDUAL  VIEWS  OF  SENATOR  JOHN  G.  TOWER 


I  feel  efforts  to  camouflage  this  bill  through  such  contentions  that 
“it  will  substitute  private  money  for  Federal  money”  in  the  Federal 
Government’s  $33  billion  direct  loan  program,  and  that  “the  Federal 
Government  should  sell  the  loan  assets”  in  the  private  market  and 
use  the  private  money  to  support  the  Government  loaning  program, 
should  be  resented. 

This  bill  will  do  neither.  Chief  supporters  of  the  measure  should 
have  been  more  truthful.  They  should  have  said  what  all  of  us 
know:  “We  are  in  fiscal  trouble.  We  must  try  to  hold  the  1967 
fiscal  budget  deficit  to  $1.8  billion,  even  if  the  rest  of  the  deficit 
j  ^doesn’t  show  in  the  budget.  We  must  meet  the  domestic  programs 
Mto  which  we  are  obligated  because  the  die  is  cast.  We  can  do  all 
this  by  auctioning  off  some  IOU’s  on  the  loan  collaterals  we  have  on 
hand.” 

This  is  what  this  bill  will  do.  There  is  nothing  wrong  with  being 
honest.  There  is  nothing  wrong  with  meeting  the  problems  of  the 
day  head  on.  There  is  nothing  wrong  in  telling  the  Congress  and 
the  people  we  are  about  to  embark  on  a  new  form  of  governmental 
financing. 

Everybody  gets  into  fiscal  trouble  from  time  to  time.  Our  tax¬ 
payers  in  great  numbers  experience  that  trouble  in  various  degrees 
about  this  time  of  the  year.  They  know  that  to  alleviate  those 
problems  sometimes  costs  a  premium. 

That  is  what  we  are  going  to  do,  if  this  bill  is  passed,  pay  a  premium 
for  having  gotten  into  a  fiscal  mess. 

However,  there  is  one  feature  about  this  bill  that  I  like  very-  much. 
It  becomes  a  beacon  on  the  congressional  spending  horizon  and  it 
flashes  a  warning  signal  to  us  to  take  it  easy  on  new  spending  programs 
else  we  should  run  out  of  those  assets  affected  by  this  measure. 

My  country’s  welfare  comes  first  in  every  respect  and  I  stand  ready 
j  Yo  meet  its  problems  head  on  at  all  times.  Until  our  fiscal  mess  is 
i  'cleaned  up  I  will  find  it  most  difficult  to  vote  for  any  new  spending 
programs. 

Also,  I  hail  the  provision  in  the  bill  which  maintains  the  right  of 
Congress,  under  the  appropriation  acts,  to  continue  having  some 
control  over  the  manipulations  which  will  result  from  this  bill. 

John  Tower. 
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INDIVIDUAL  VIEWS  OF  SENATOR  STROM  THURMOND 

Earlier  in  this  session  of  Congress,  the  Banking  and  Currency  Com-  ! 
nnttee  of  the  Senate,  and  subsequently  the  Senate  itself,  approved 
S.  -499,  a  bill  to  allow  the  Small  Business  Administration  to  market 
pai  ticipation  certificates  based  upon  a  pool  of  its  outstanding  loans. 
The  actual  marketing  was  to  be  done  by  the  Federal  National  Mort¬ 
gage  Association  through  a  trust  arrangement  with  SBA.  This 
action  by  the  committee  was  taken  only  after  long  and  exhaustive 
hearings  and  consideration  in  executive  session. 

.  If'  was  rumored  at  the  time  that  the  administration  would  ask 
similar  authority  for  a  wide  range  ol  other  Government  agencies  which 
engage  in  lending  functions.  Assurances  were  given  that  committee* 
approval  of  S.  2499,  the  SBA  participation  sales  bill,  would  not  be® 
considered  a  precedent  for  additional  action  along  the  same  line.  1 
opposed  S.  2499  because  I  considered  it  bad  policy  for  the  reasons 
expressed  in  the  minority  views  contained  in  Senate  Report  No. 
1056,  the  Banking  and  Currency  report  on  S.  2499,  in  which  I  joined. 
An  additional  reason  for  my  opposition  to  S.  2499  was  my  fear  that, 
once  established,  this  policy  would  be  extended  to  other  Government 
agencies  with  hardly  a  second  thought. 

Ln fortunately,  my  fears  have  been  realized.  It  is  here  proposed 
to  allow  “the  head  of  any  executive  department,  agency,  or  instru- 
mentality  of  the  United  States”  to  enter  into  an  agreement  with 
FNMA  whereby  participation  certificates  will  be  marketed  on  their 
behalf.  Hus  bill  has  been  reported  by  the  committee  after  only  2 
days  of  hearing,  one  of  which  was  held  prior  to  the  introduction  of 
the  bill  in  the  Senate.  Committee  action  was  taken  before  it  was 
known  which  or  even  how  many  Government  departments,  agencies, 
or  instrumentalities  would  be  covered  bj^  the  all-encompassing  lan¬ 
guage  of  the  bill. 

The  overall  economic  impact  of  this  bill,  S.  3283,  has  been  discussed 
m  the  minority  views,  in  which  I  have  joined.  I  do  not  intend  toM } 
belabor  any  of  the  points  discussed  in  the  minority  views,  except  to^J 
draw  attention  once  again  to  the  speciousness  of  the  argument  of  the 
proponents  of  this  measure  that  this  is  a  method  of  replacing  Govern¬ 
ment  financing  with  private  financing.  All  Government  funds  come 
ultimately  from  private  sources,  whether  they  come  from  the  levying 
of  taxes  or  by  borrowing.  If  the  Treasury  borrows  the  money  or  if  a 
depaitment,  agency,  or  other  instrumentality  of  the  Government 
borrows  the  money,  it  must  come  from  private  sources.  The  private 
money  in  the  market  will  go  looking  for  the  best  terms  available,  i.e., 
the  highest  interest  rates,  and  it  is  clear  that  the  participation  cer¬ 
tificates  will  have  higher  yields  than  will  an  obligation  which  issues 
from  the  treasury.  Therefore,  both  the  Treasury  and  the  be- 
leaguered  taxpaying  American  public  stand  to  suffer  if  this  bill  is 
enacted. 


PARTICIPATION  SALES  ACT  OF  196  6 
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Inflation  is  a  concern  to  us  all,  and  it  is  imperative  that  we  look  for 
ways  to  combat  it.  The  most  logical  and  certainly  the  surest  way  to 
strike  a  blow  for  economic  stability  is  to  curtail  unnecessary  and 
extravagant  expenditures  by  the  Government.  This  bill,  if  enacted, 
may  well  lead  to  increased  Government  outlays,  thereby  accelerating 
the  inflationary  trend  now  gripping  the  country. 

In  the  interest  of  both  economic  stability,  and  “truth  in  borrowing”, 
the  Senate  should  reject  this  bill. 


Strom  Thurmond. 
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89th  CONGRESS 
2d  Session 


Calendar  No.  1105 

S.  3283 

[Report  No.  1140] 


IN  THE  SENATE  0E  THE  UNITED  STATES 

April  27, 1966 

Mr.  Muskie  introduced  the  following  bill;  which  was  read  twice  and  referred 
to  the  Committee  on  Banking  and  Currency 

April  28, 1966 

Reported  by  Mr.  Muskie,,  without  amendment 


A  BILL 

To  promote  private  financing  of  credit  needs  and  to  provide  for 
an  efficient  and  orderly  method  of  liquidating  financial  assets 
held  by  Eederal  credit  agencies,  and  for  other  purposes. 

1  Be  it  enacted  by  the  Senate  and  House  of  Representa- 

2  fives  of  the  United  States  of  America  in  Congress  assembled, 

3  That  this  Act-  may  be  cited  as  the  “Participation  Sales  Act 

4  of  1966”. 

5  Sec.  2.  (a)  Section  302(c)  of  the  Federal  National 

6  Mortgage  Association  Charter  Act  is  amended— 

7  (1)  by  inserting  “(1)”  immediately  following 

8  "(c)”; 

9  (2)  by  inserting  after  "undertakings  and  activities” 
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a  comma  and  “hereinafter  in  this  subsection  called 
‘trusts’,’’ ; 

(3)  by  striking  out  the  words  “offered  to  it  by  the 
Housing  and  Home  Einance  Agency  or  its  Adminis¬ 
trator,  or  by  such  Agency’s  constituent  units  or  agencies 
or  the  heads  thereof,  or  any  first  mortgages  in  which 
the  United  States  or  any  agency”  in  the  first  sentence 
thereof  and  by  inserting  “and  other  types  of  securities, 
including  any  instrument  commonly  known  as  a  secu¬ 
rity,  hereinafter  in  this  subsection  called  ‘obligations,’ 
in  which  the  United  States  or  any  executive  department, 
agency,” ; 

(4)  by  striking  out  the  third  sentence  thereof  and 
substituting  therefor  the  following:  “Participations  or 
other  instruments  issued  by  the  Association  pursuant  to 
this  subsection  shall  to  the  same  extent  as  securities 
which  are  direct  obligations  of  or  obligations  guaranteed 
as  to  principal  or  interest  by  the  United  States  be  deemed 
to  be  exempt  securities  within  the  meaning  of  laws 
administered  by  the  Securities  and  Exchange  Commis¬ 
sion.”;  and 

(5)  hy  striking  out  the  fourth  sentence  thereof, 
(b)  Section  302  (c)  of  such  Act  is  further  amended  by 

adding  the  following : 

“(2)  Subject  to  the  limitations  provided  in  paragraph 
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(4)  of  this  subsection,  the  head  of  any  executive  depart¬ 
ment,  agency,  or  instrumentality  of  the  United  States,  here¬ 
inafter  in  this  subsection  called  the  “trustor”,  is  authorized 
to  set  aside  a  part  or  all  of  any  obligations  held  by  him  and 
subject  them  to  a  trust  or  trusts  and,  incident  thereto,  shall 
guarantee  to  the  trustee  timely  payment  thereof.  The  trust 
instrument  may  provide  for  the  issuance  and  sale  of  bene¬ 
ficial  interests  or  participations,  by  the  trustee,  in  such  obli¬ 
gations  or  in  the  right  to  receive  interest  and  principal  col¬ 
lections  therefrom;  and  may  provide  for  the  substitution  or 
withdrawal  of  such  obligations,  or  for  the  substitution  of  cash 
for  obligations.  The  trust  or  trusts  shall  be  exempt  from  all 
taxation.  The  trust  instrument  may  also  contain  other  appro¬ 
priate  provisions  in  keeping  with  the  purposes  of  this  subsec¬ 
tion.  The  Association  may  be  named  and  may  act  as  trustee 
of  any  such  trusts  and,  for  the  purposes  thereof,  the  title  to 
such  obligations  shall  be  deemed  to  have  passed  to  the 
Association  in  trust:  Provided ,  That  the  trust  instrument 
shall  provide  that  custody,  control,  and  administration  of 
the  obligations  shall  remain  in  the  trustor  subjecting  the 
obligations  to  the  trust,  subject  to  transfer  to  the  trustee 
in  event  of  default  or  probable  default,  as  determined  by 
the  trustee,  in  the  payment  of  principal  and  interest  of  the 
beneficial  interests  or  participations.  Collections  from  obli¬ 
gations  subject  to  the  trust  shall  be  dealt  with  as  provided 
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in  the  instrument  creating  the  trust.  The  trust  instrument 
shall  provide  that  the  trustee  will  promptly  pay  to  the 
trustor  the  full  net  proceeds  of  any  sale  of  beneficial  interests 
or  participations  to  the  extent  they  are  based  upon  such 
obligations  or  collections.  Such  proceeds  shall  he  dealt 
with  as  otherwise  provided  by  law  for  sales  or  repayment  of 
such  obligations.  The  effect  of  both  past  and  future  sales 
of  any  issue  of  beneficial  interests  or  participations  shall  he 
the  same,  to  the  extent  of  the  principal  of  such  issue,  as 
the  direct  sale  of  the  obligations  subject  to  the  trust.  Any 
trustor  creating  a  trust  or  trusts  hereunder  is  authorized  to 
purchase,  through  the  facilities  of  the  trustee,  outstanding 
beneficial  interests  or  participations  to  the  extent  of  the 
amount  of  his  responsibility  to  the  trustee  on  beneficial 
interests  or  participations  outstanding,  and  to  pay  his  proper 
share  of  the  costs  and  expenses  incurred  by  the  Associa¬ 
tion  as  trustee  pursuant  to  the  trust  instrument,  and  for 
these  purposes  may  use  any  appropriated  funds  or  other 
amounts  available  to  him  for  the  general  purposes  or  pro¬ 
grams  to  which  the  obligations  subjected  to  the  trust  are 
related. 

“(3)  When  any  trustor  guarantees  to  the  trustee  the 
timely  payment  of  obligations  he  subjects  to  a  trust  pur¬ 
suant  to  this  subsection,  and  it  becomes  necessary  for  such 
trustor  to  meet  his  responsibilities  under  such  guaranty,  he 
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^  is  authorized  to  fulfill  such  guaranty  by  using  any  appro- 
2  priated  funds  or  other  amounts  available  to  him  for  the 

2  general  purposes  or  programs  to  which  the  obligations  sub- 

4  jected  to  the  trust  are  related. 

5  “  (4)  Beneficial  interests  or  participations  shall  not  be 
q  issued  for  the  account  of  any  trustor  in  an  aggregate  princi- 
rj  pal  amount  greater  than  is  authorized  with  respect  to  such 

3  trustor  in  an  appropriation  Act.  Any  such  authorization 
9  shall  remain  available  until  used. 

40  “(5)  The  Association,  as  trustee,  is  authorized  to  issue 

14  and  sell  beneficial  interests  or  participations  under  this  sub- 
42  section,  notwithstanding  that  there  may  he  an  insufficiency 

13  in  aggregate  receipts  from  obligations  subject  to  the  related 

14  trust  to  provide  for  the  payment  by  the  trustee  (on  a  timely 

15  basis  out  of  current  receipts  or  otherwise)  of  all  interest  or 

16  principal  on  such  interests  or  participations  (after  provision 

17  for  all  costs  and  expenses  incurred  by  the  trustee,  fairly 

18  prorated  among  trustors) .  Whenever  the  issuance  of  an 

19  aggregate  principal  amount  is  authorized  pursuant  to  para- 

20  graph  (4)  of  this  subsection,  such  an  authorization  in  an 

21  appropriation  Act  shall  establish  on  the  books  of  the  Treas- 

22  ury  as  appropriations  such  sums  as  may  he  necessary  from 

23  time  to  time  to  enable  the  trustor  to  pay  the  trustee  such 

24  insufficiency  as  the  trustee  may  require  on  account  of  out- 
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standing  beneficial  interests  or  participations.  Such  trustor 
shall  make  timely  payments  to  the  trustee  from  such  appro¬ 
priations,  subject  to  and  in  accord  with  the  trust  instrument.” 

Sec.  3.  (a)  Section  305(c)  of  the  Federal  National 
Mortgage  Association  Charter  Act  is  amended  by  deleting 
“by  $450,000,000  on  July  1,  1966,”. 

(b)  Section  401  (d)  of  the  Housing  Act  of  1950  is 
amended  by  deleting  “1968:”  immediately  preceding  the 
first  proviso  and  by  substituting  therefor  “1965,  and  1967 
and  1968:”. 

Sec.  4.  (a)  Section  303  (c)  of  title  III  of  the  Higher 
Education  Facilities  Act  of  1963  is  amended  by  striking  out 
the  first  nine  words  in  the  second  sentence  and  substituting 
therefor  the  following:  “For  the  purpose  of  making  pay¬ 
ments  into  the  fund  established  under  section  305”. 

(b)  Title  III  of  the  Higher  Education  Facilities  Act 
of  1963  is  further  amended  by  adding  after  section  304  the 
following  new  section: 

“revolving  loan  fund 

“Sec.  305.  (a)  There  is  hereby  created  within  the 
Treasury  a  separate  fund  for  higher  education  academic 
facilities  loans  (hereafter  in  this  section  called  “the  fund”) 
which  shall  be  available  to  the  Commissioner  without  fiscal- 
year  limitation  as  a  revolving  fund  for  the  purposes  of  this 
title.  The  total  of  any  loans  made  from  the  fund  in  any 
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fiscal  year  shall  not  exceed  limitations  specified  in  appropria¬ 
tion  Acts. 

“(b)  (1)  The  Commissioner  is  authorized  to  transfer 
to  the  fund  available  appropriations  provided  under  section 
303  (c)  to  provide  capital  for  the  fund.  All  amounts 
received  by  the  Commissioner  as  interest  payments  or 
repayments  of  principal  on  loans,  and  any  other  moneys, 
property,  or  assets  derived  by  him  from  his  operations  in 
connection  with  this  title,  including  any  moneys  derived 
directly  or  indirectly  from  the  sale  of  assets,  or  beneficial 
interests  or  participations  in  assets,  of  the  fund,  shall  he 
deposited  in  the  fund. 

“(2)  All  loans,  expenses,  and  payments  pursuant  to 
operations  of  the  Commissioner  under  this  title  shall  be  paid 
from  the  fund,  including  (but  not  limited  to)  expenses  and 
payments  of  the  Commissioner  in  connection  with  the  sale, 
under  section  302(c)  of  the  Federal  National  Mortgage 
Association  Charter  Act,  of  participations  in  obligations 
acquired  under  this  title.  From  time  to  time  and  at  least 
at  the  close  of  each  fiscal  year,  the  Commissioner  shall  pay 
from  the  fund  into  the  Treasury  as  miscellaneous  receipts  in¬ 
terest  on  the  cumulative  amount  of  appropriations  paid  out 
for  loans  under  this  title  or  available  as  capital  to  the  fund, 
less  the  average  undisbursed  cash  balance  in  the  fund  during 
the  year.  The  rate  of  such  interest  shall  be  determined 
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2  by  the  Secretary  of  the  Treasury,  taking  into  consideration 

2  the  average  market  yield  during  the  month  preceding  such 

3  fiscal  year  on  outstanding  Treasury  obligations  of  maturity 

4  comparable  to  the  average  maturity  of  loans  made  from  the 

5  fund.  Interest  payments  may  be  deferred  with  the  approval 

6  of  the  Secretary  of  the  Treasury,  but  any  interest  payments 
rj  so  deferred  shall  themselves  bear  interest.  If  at  any  time 
g  the  Commissioner  determines  that  moneys  in  the  fund  exceed 
9  the  present  and  any  reasonably  prospective  future  require- 

10  ments  of  the  fund,  such  excess  may  be  transferred  to  the 

11  general  fund  of  the  Treasury.” 

12  Sec.  5.  Section  338  (c)  of  the  Consolidated  Farmers 

13  Home  Administration  Act  of  1961  is  amended  by  striking  in 

14  the  second  sentence  “and  (8)  ”  and  inserting  in  lieu  thereof 

15  “  (8)  section  8  of  the  Watershed  Protection  and  Flood  Pre- 

16  vention  Act,  as  amended  (16  U.S.C.  1006a)  ;  (9)  section 

17  32  (e)  of  the  Bankhead- Jones  Fa, mi  Tenant  Act,  as  amended 

18  (7  U.S.C.  1011)  ;  and  (10)  and  by  inserting  in  the  fifth 

19  sentence  after  “title,”  the  following:  “section  8  of  the  Water- 

20  shed  Protection  and  Flood  Prevention  Act,  as  amended,  and 

21  section  32  (e)  of  the  Bankhead- Jones  Farm  Tenant  Act,  as 

22  amended,”. 

23  Sec.  6.  Nothing  in  this  Act  shall  be  construed  to  repeal 

24  or  modify  the  provisions  of  section  1820(e)  of  title  38, 
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United  States  Code,  respecting  the  authority  of  the  Adminis¬ 
trator  of  Veterans’  Affairs. 

Sec.  7.  Paragraph  (7)  of  section  8  of  the  Federal 
Credit  Union  Act  (12  U.S.C.  1757)  is  amended  to  read: 

“  (7)  to  invest  its  funds  (A)  in  loans  exclusively  to 
members;  (B)  in  obligations  of  the  United  States  of 
America,  or  securities  fully  guaranteed  as  to  principal 
and  interest  thereby;  (C)  in  accordance  with  rules  and 
regulations  prescribed  by  the  Director,  in  loans  to  other 
credit  unions  in  the  total  amount  not  exceeding  25  per 
centum  of  its  paid-in  and  unimpaired  capital  and  sur¬ 
plus;  (D)  in  shares  or  accounts  of  savings  and  loan 
associations,  the  accounts  of  which  are  insured  by  the 
Federal  Savings  and  Loan  Insurance  Corporation;  (E) 
in  obligations  issued  by  banks  for  cooperatives,  Federal 
land  banks,  Federal  intermediate  credit  banks,  Federal 
home  loan  banks,  the  Federal  Home  Loan  Bank  Board, 
or  any  corporation  designated  in  section  101  of  the 
Government  Corporation  Control  Act  as  a  wholly  owned 
Government  corporation;  or  in  obligations,  participa¬ 
tions,  or  other  instruments  of  or  issued  by,  or  fully 
guaranteed  as  to  principal  and  interest  by,  the  Federal 
National  Mortgage  Association;  or  (F)  in  participation 
certificates  evidencing  beneficial  interests  in  obligations, 
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or  in  the  right  to  receive  interest  and  principal  collections 
therefrom,  which  obligations  have  been  subjected  by  one 
or  more  Government  agencies  to  a  trust  or  trusts  for 
which  any  executive  department,  agency,  or  instrumen¬ 
tality  of  the  United  States  (or  the  head  thereof)  has 
been  named  to  act  as  trustee;” 

Sec.  8.  The  Secretary  of  the  Treasury,  in  consultation 
with  heads  of  agencies  of  the  United  States  carrying  on 
direct  loan  programs,  shall  conduct  a  study,  in  such  manner 
as  he  shall  determine,  on  the  feasibility,  advantages,  and 
disadvantages  of  direct  loan  programs  compared  to  guaran¬ 
teed  or  insured  loan  programs  and  shall  report  his  findings 
together  with  specific  legislative  proposals  to  the  Congress 
not  later  than  six  months  after  the  effective  date  of  this 
Act.  There  are  authorized  to  he  appropriated  such  sums 
as  necessary  for  the  purpose  of  this  section. 

Sec.  9.  The  Federal  National  Mortgage  Association  is 
authorized  during  fiscal  year  1966  to  sell  (1)  additional 
participations  in  the  Government  Mortgage  Liquidation 
Trust,  and  (2)  participations  in  a  trust  to  be  established  by 
the  Small  Business  Administration,  each  without  regard 
to  the  provisions  of  paragraph  (4)  of  section  302  (c)  of 
the  Federal  National  Mortgage  Association  Charter  Act, 
as  added  by  this  Act. 
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HIGHLIGHTS:  Rep.  Skubit a/cl aimed  executive  branch  unfair) 
Rep.  Davis,  Wise.,  criticized  increase  in  Cheddar  cheese  ir 


holds  down  farm  prices, 
jorts. 


1.  EDUCATION.  Passed  under  suspension  of  the  rules  H.  R.  14644,  to  extend  the 

Higher  Education  Facilities  Act  of  1963  for  3  years  and  to  authorize  assistance 
ty developing  institutions  for  an  additional  year,  which  had  been  repotted  ear¬ 
lier  in  the  day  by  the  Education  and  Labor  Committee  (H.  Rept.  1467).  pp.  9004 
10,  9053 


FOREIGN  TRADE.  Passed  without  amendment  H.  R.  8376,  to  make  permanent  duty-fi^e 
treatment  of  certain  corkboard  insulation  (p.  8980);  H.  R.  12461,  to  continue 


(pp.  8984-5,  9018-9);  and  H.  R.  12328,  to  extend  for  3  years  the  duty-free 
treatment  of  certain  extracts  suitable  for  tanning  (p.  8982).  / 

3.  RECLAMATION.  Conferees  were  appointed  on  S.  602,  to  broaden  and /strengthen  the 

Small  Reclamation  Projects  Act.  Senate  conferees  have  been  appointed,  p.  9014 

4.  FARM  PRICES.  Rep.  Skubitz  claimed  the  executive  branch  has  unfairly  held  down 

farm  prices  and  has  discriminated  against  farmers  in  the  anti-inflation  drive, 
p.  9021  \  / 


5. 


6. 


signate  annually  as  National  Flag  Week  the  weele  in  which  June  14  occurs,  pp 
8977-8  \  / 


7.  PARTICIPATION  SALES.  The  Senate  met  briefly  and  made  its  unfinished  business 
S.  3283,  the  participation  sales  bill.  pp.  8967 


8. 

9. 
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Congressional  'Record 

OF  THE  89^  CONGRESS,  SECOND  SESSION, 


PROCEEDINGS  AND  DEBATES 


WASHINGTON,  MONDAY,  MAY  2,  1966 


No.  12 


Senate 


The  Senate  met  at  12  o’clockNmeridian, 
and  was  called  to  order  by  Hon. 'Herman 
E.  Talmadge,  a  Senator  from  th^State 
of  Georgia. 

Dr.  Frank  Blackwelder,  rector,  \A11 
Souls  Episcopal  Memorial  Church,  Wash¬ 
ington,  D.C.,  offered  the  following  prayer! 

And  Jesus  answering  said,  “Were  there 
not  ten  cleansed?  but  where  are  the  nine? 
There  are  not  found  to  give  glory  to  God, 
save  this  stranger.” 

In  Thy  infinite  wisdom,  O  God,  Thou 
hast  endowed  mankind  with  the  kindred 
capacities  of  thinking  and  thanking. 

As  the  ingenuity  of  our  minds  expands 
the  horizons,  revealing  the  magnitude  of 
Thy  grandeur  and  glory  in  the  universe, 
grant  that  our  attitude  of  gratitude  pro¬ 
portionately  increases. 

Prevent  us  from  subduing  our  in¬ 
stinct  of  thanksgiving.  As  we  concen¬ 
trate  upon  the  development  of  our  men¬ 
tal  faculties,  may  we  simultaneously 
intensify  our  native  tendency  for  ex¬ 
pressing  appreciation.  Let  us  never  for¬ 
get  that  the  proper  response  for  all  we 
are  and  all  we  have  is  a  spirit  of  grate¬ 
fulness. 

Beginning  and  ending  each  day  with 
thoughts  of  praise  and  thanksgiving, 
counting  our  blessings,  remembering 
what  others  have  done  for  us,  may  we 
become  acceptable  in  Thy  sight./ 
Through  Jesus  Christ  our  Lord.  Amer 


DESIGNATION  OF  ACTING  PRESI¬ 
DENT  PRO  TEMPORE, 

The  legislative  clerk  read  tjhe  follow¬ 
ing  letter: 

U.S.  Sen/te, 

President  pro'tempore, 
Washington,  D/j  .,  May  2,  1966. 
To  the  Senate: 

Being  temporarily  absent  from  the  Senate, 
I  appoint  Hon.  Herm^  E.  Talmadge,  a  Sen¬ 
ator  from  the  State/of  Georgia,  to  perform 
the  duties  of  the  (Zhair  during  my  absence. 

Carl  Hayden, 
President  pro  tempore. 

Mr.  TALMADGE  thereupon  took  the 
chair  as  Acting  President  pro  tempore. 


MESSAGES  FROM  THE  PRESIDENT 

essages  in  writing  from  the  Presi¬ 
dent  of  the  United  States  were  commu- 
icated  to  the  Senate  by  Mr.  Geisler, 
/one  of  his  secretaries. 


REPORTS  ON  ADMINISTRATION  OF 
CHAPTER  73,  “ANNUITIES  BASED 
ON  RETIRED  OR  RETAINER  PAY,” 
TITLE  10,  UNITED  STATES  CODE- 
MESSAGE  FROM  THE  PRESIDENT 

The  ACTING  PRESIDENT  pro  tei 
lore  laid  before  the  Senate  the  folk 
ig  message  from  the  President  of/ the 
United  States,  which,  with  the  accom 
panning  reports,  was  referred/to  the 
Committee  on  Armed  Services, 

To  the  Congress  of  the  United  States: 

Pursuant  to  the  provisions  of  section 
1444(b),  thle  10,  United/States  Code,  I 
transmit  herewith  for  /he  information 
of  the  Congress  report/;  on  the  adminis¬ 
tration  of  chapter  73)  “Annuities  Based 
on  Retired  or  R^ainer  Pay,”  title  10, 
United  States  Co/ 

'LYitpoN  B.  Johnson. 
The  White  House,  Muy  2, 1966. 


and  for'  other  purposes,  was  read  twice 
by  itsTitle  and  referred  to  the  Committee 
on  Commerce. 


EXECUTIVE  MESSAGE] 

As  in/executive  session, 

The/  ACTING  PRESIDENT^  em- 

por©/  laid  before  the  Senate  iges 

from  the  President  of  the  Unil  ates 

rbmitting  sundry  nominatioi  fich 

rare  referred  to  the  appropriate  ci 
mittees. 

(For  nominations  this  day  receive; 
see  the  end  of  Senate  proceedings.) 


MESSAGE  FROM  THE  HOUSE 

A  message  from  the  House  of  Repre¬ 
sentatives,  by  Mr.  Bartlett,  one  of  its 
reading  clerks,  announced  that  the  House 
had  passed  a  bill  (H.R.  13881)  to  author¬ 
ize  the  Secretary  of  Agriculture  to  regu¬ 
late  the  transportation,  sale,  and  han¬ 
dling  of  dogs  and  cats  intended  to  be 
used  for  purposes  of  research  or  experi¬ 
mentation,  and  for  other  purposes,  in 
which  it  requested  the  concurrence  of 
the  Senate. 


HOUSE  BILL  REFERRED 

The  bill  (H.R.  13881)  to  authorize  the 
Secretary  of  Agriculture  to  regulate 
the  transportation,  sale,  and  handling 
of  dogs  and  cats  intended  to  be  used  for 
purposes  of  research  of  experimentation. 


THE  JOURNAL 


Upon  request  of  Mr.  Mansfield,  and 
by  unanimous  consent,  the  reading  of 
the  Journal  of  the  proceedings  of  Thurs¬ 
day,  April  28,  1966,  was  dispensed  with. 


PARTICIPATION  SALES  ACT  OF  1966 

Mr.  MANSFIELD.  Mr.  President, 
there  will  be  no  business  transacted  in 
the  Senate  today,  but  at  this  time  I  ask 
unanimous  consent  that  Calendar  No. 
1105,  S.  3283,  be  made  the  pending  busi¬ 
ness  for  consideration  tomorrow. 

The  ACTING  PRESIDENT  pro  tem¬ 
pore.  Without  objection,  it  is  so  ordered. 
The  bill  will  be  stated  by  title  for  the 
information  of  the  Senate. 

The  Legislative  Clerk.  A  bill  (S. 
3283)  to  promote  private  financing  of 
credit  needs  and  to  provide  for  an  effi¬ 
cient  and  orderly  method  of  liquidating 
financial  assets  held  by  Federal  credit 
agencies,  and  for  other  purposes. 

Mr.  MANSFIELD.  Mr.  President,  that 
will  be  the  pending  business  when  the 
Senate  resumes  tomorrow. 

I  suggest  the  absence  of  a  quorum. 

The  PRESIDING  OFFICER  (Mr. 
Proxmire  in  the  chair).  The  clerk  will 
call  the  roll. 

The  Chief  Clerk  proceeded  to  call  the 
roll. 

Mr.  HART.  Mr.  President,  I  ask 
unanimous  consent  that  the  order  for 
the  quorum  call  be  rescinded. 

The  PRESIDING  OFFICER.  Without 
objection,  it  is  so  ordered. 


DEATH  OS 
McNAMAR/ 


SENATOR  PAT 
OF  MICHIGAN 


^resident,  I  submit 
vfor  its  immediate 


HCER.  The 
Lthe  informa- 


Mr.  HART.  Mr> 
a  resolution  and  ast 
consideration. 

The  PRESIDING 
resolution  will  be  stated  foS 
tion  of  the  Senate. 

The  resolution  (S.  Res.  253\was  read, 
considered  by  unanimous  consent,  and 
unanimously  agreed  to,  as  follows! 

Resolved,  That  the  Senate  has  hearli  with 
profound  sorrow  and  deep  regret  thffs,an- 
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houncement  of  the  death  of  Honorable  Pat- 
Ri'dp  V.  McNamara,  late  a  Senator  from  the 
StaSe  of  Michigan. 

Resolved,  That  a  committee  of  Senators 
be  appointed  by  the  President  of  the  Senate 
to  attend  the  funeral  of  the  deceased. 

Resolve'\  That  the  Secretary  communicate 
these  resolutions  to  the  House  of  Repre¬ 
sentatives  and  transmit  an  enrolled  copy 
thereof  to  the  family  of  the  deceased. 

Mr.  HART.  Mr.  President,  in  the  8 
years  that  I  have,  served  in  the  Senate, 
on  occasion  I  havb.heard  Senators  rise 
to  announce  the  death  of  a  colleague..  It 
is  a  task  I  had  alwuys  hoped  would 
never  be  mine,  but  nowMt  becomes  nec¬ 
essary.  \ 

As  Senators  already  know,  the  senior 
Senator  from  Michigan,  Pat  McNamara, 
our  colleague  and  our  friend,  died  Sat¬ 
urday  night  at  Bethesda  Naval  Hospital. 

After  that  is  said,  one  is  struck  imme¬ 
diately  by  the  hopeless  inadequacy  of 
the  English  language — at  least,  my  cc 
mand  of  it — in  expressing  my  reaction.''' 

Words  like  “regret,”  “sadness,”  “shock’x 
are  so  eroded  with  time  and  overuse 
that  they  no  longer  serve  their  purpose. 
It  is  Pat’s  misfortune,  I  feel,  to  have  a 
junior  colleague  who  cannot  put  the 
words  in  order  so  that  they  will  produce 
a  graceful  recital,  one  which  Pat  truly 
deserves. 

Pat  made  many  contributions  to  the 
Senate,  to  Michigan,  and  to  the  Nation. 
I  could  stand  here  for  10  minutes  reeling 
off  the  list  of  bills  which  he  supported, 
sponsored,  and  saw  enacted  into  law. 
He  never  made  a  list  of  the  measures  of 
which  he  was  proudest — not  to  my  knowl¬ 
edge,  at  least — because  that  might  have 
carried  a  whiff  of  self-congratulation, 
and  Pat  was  not  tolerant  of  boasters. 

If  one  watched  him  closely,  if  one  ob¬ 
served  the  subjects  that  made  him  grin 
and  the  issues  that  made  him  intense, 
then  one  could  sense  his  proudest  ac¬ 
complishments;  namely,  health  care  for 
the  aged  and  Federal  aid  to  education 
programs,  which  he  pressed  so  assid¬ 
uously. 

Pat’s  formal  education  ended  with  the 
sixth  grade  and — under  his  crusty  man¬ 
ner  and  tough  Irish  humor — he  never 
forgot  it. 

He  more  than  made  up  for  his  lack 
of  formal  education  with  talent,  ability 
and  intelligence.  He  may  never  have  1 
lieved  that,  but  I  believe  that  he  always 
wistfully  suspected — although,  again, 
this  is  something  he  rarely  mentioned — 
that  a  university  training  would  some¬ 
how  have  made  him  a  better  Senator. 

This  feeling  poured  itself  into  his 
philosophy  on  education/  Pat  never 
cited  himself  as  proof  ttyat  education  is 
less  necessary  ttian  initiative. 

His  feelings,  typically,  were  summed 
up  in  10  words: 

Any  kid  that  cph  get  through  college 
ought  to  go.  y 

The  Knight/  Newspapers’  Ed  Lahey 
summed  up  another  characteristic  far 
better  thaiyT  could: 

It  can  be  truthfully  said — 

Ed  wr  ote — 

2ashington  never  got  to  Pat  McNamara. 

story,  written  when  Pat  an- 
sd  his  retirement,  went  on  to  de¬ 


scribe  his  refreshing  directness,  his  lack 
of  guile,  and  his  indifference  to  the  van¬ 
ities  of  office. 

For  these  reasons,  we  are  going  to  miss 
more  than  just  a  strong  effective  force 
in  this  body.  We  will  miss  a  colorful 
personality,  a  man  who  mixed  crustiness 
and  kindness,  incisiveness,  and  humor, 
pragmatism,  and  idealism  in  an  utterly 
charming  fashion — although  “charm¬ 
ing”  is  not  a  word  Pat  would  select  or 
approve. 

He  was  a  man — as  I  well  know — who 
would  go  to  great  lengths  to  do  a  good 
turn 'for  a  younger  colleague  and  then 
gruffly  wave  off  any  attempt  to  express 
thanks. 

If  anyone  wanted  to  make  some  admir¬ 
ing  remarks  about  him  on  the  floor,  it 
was  a  mistake  to  notify  him  in  advance. 
If  he  could  not  dissuade  the  speaker 
from  making  the  speech,  he  would  prob¬ 
ably  not  show  up  to  hear  it. 

In  a  profession  that  often  regards  per¬ 
sonal  publicity  as  a  key  to  survival,  Pat 
/as  no  publicity  seeker. 
vWhen  one  of  his  bills  was  enacted,  his 
appearance  at  the  Presidential  signing  at/ 
the  White  House  was  not  automatic. 

All  l\are  about  is  getting  the  thing  signed 
Into  lawV 

He  once\said — 

and  that  wil\happen  whether  I’rry'there  or 
not. 

Thus,  some  hther  Member  of  Con¬ 
gress — with  Pat'sa  blessing/— would  have 
his  picture  taken  nsceivipg  the  first  pen 
from  the  President. 

Since  Pat’s  retirement,  one  of  the  re¬ 
marks  heard  most  artenMn  speeches  and 
editorials  about  Him  hhs  been  this: 
“There  is  never  /ny  doubt^bout  where 
he  stands.” 

Pat  had  a  gteat  impatience  "With  fuz¬ 
ziness.  If  he  was  ever  tempted,  to  fog 
an  issue,  there  is  no  record  that  hq  ever 
succumbed  to  it. 

In  fact,  one  of  his  greatest  contril 
tions  ,to  this  body  was  his  puckish  abilil 
to  beep  men  and  ideas  from  becoming'' 
oymnflated.  Certainly,  he  kept  his  own 
:o  on  a  strict  diet. 

In  writing  this  eulogy,  it  occurred  to 
me  that  millions  of  people  will  benefit 
from  the  programs  he  pushed  without 
ever  knowing  who  Pat  McNamara  was. 
But  it  is  not  a  thought  we  need  be  sad¬ 
dened  by,  because  that  would  suit  Pat 
McNamara  just  fine. 

Mary  McNamara  was  at  her  husband’s 
side  when  he  died.  She  had  remained 
with  him  night  and  day  during  his  ill¬ 
ness. 

Also  with  him  on  Saturday  were  Rob¬ 
ert  Perrin,  his  administrative  assistant 
until  a  few  weeks  ago,  and  now  an  As¬ 
sistant  Director  of  the  Office  of  Economic 
Opportunity,  and  Ed  Winge,  his  present 
administrative  assistant. 

This  morning  P  asked  Ed  if  there  was 
anything  he  thought  I  should  include  in 
this  announcement.  And  his  answer 
should  have  a  place  here. 

Just  say — 

Ed  replied — 

that  Pat  was  a  tough  Irishman  who  fought 
as  long  as  he  could. 


Mr.  MANSFIELD.  Mr.  President,  willy 
the  Senator  yield? 

Mr.  HART.  I  yield  to  the  distj, 
guished  majority  leader. 

Mr.  MANSFIELD.  Mr.  President, 
Senator  McNamara  of  Michigan/was  a 
man  of  immense  heart  and  a  profound 
integrity.  His  death  deprives/us  of  the 
association  of  a  good  man  and  a  fine  col¬ 
league.  His  loss  is  a  loss/jf  a  piece  of 
the  conscience  and  the  ^cency  of  the 
Senate. 

Through  the  years  df  his  public  life, 
Senator  McNamara  upheld  the  people  of 
Michigan  and  the  United  States,  even  as 
their  unfailing  support  and  affection  sus¬ 
tained  him  in  hiy  labors.  He  never  failed 
to  stand  for,  by/and  with  the  humblest  of 
Americans.  if  is  legislative  contributions 
are  of  specisQ  significance  for  them,  and 
they  are  How  blended  inextricably  into 
the  laws/of  the  land.  He  would  have 
been  the  last  to  claim  credit  for  it,  but 
Senafl»r  McNamara  was,  in  fact,  heavily 
responsible  for  much  of  the  social  legisla¬ 
tion  of  the  last  three  Congresses.  In 
|duth,  there  is  not  a  single  piece  of  such 
legislation  in  these  Congresses  of  great 
social  legislation  which  does  not  carry 
the  imprint  of  his  support.  And  more 
often  than  not,  these  laws  bear  also  the 
influence  of  his  leadership. 

We  are  diminished,  Mr.  President,  by 
the  passing  of  Pat  McNamara,  even  as 
the  Senate  and  the  Nation  are  enhanced 
for  his  having  lived.  I  grieve  for  the 
Nation  and  the  Senate  at  his  passing  and, 
for  myself,  there  is  a  sense  of  irreparable 
loss  of  a  friend,  a  colleague,  and  a  great 
American. 

There  was  no  better  Senator. 

Mr.  DIRKSEN.  Mr.  President,  will 
the  Senator  yield? 

Mr.  HART.  I  yield  to  the  distin¬ 
guished  minority  leader. 

Mr.  DIRKSEN.  Mr.  President,  long 
ago  John  Donne  wrote: 

Any  man’s  death  diminishes  me,  because  I 
am  involved  in  mankind. 

Probably  in  an  even  more  intimate  and 
personal  sense,  I  could  say  Pat  McNa¬ 
mara’s  death  has  diminished  be  because 
it  was  my  pleasure  to  serve  on  the  Labor 
and  Public  Welfare  Committee  for  a  time, 
anck  there  I  had  an  opportunity  to  ap¬ 
praise  him,  and,  as  the  expression  goes, 
to  seeVhat  “makes  him  tick.” 

When\our  distinguished  friend  from 
Michigan \said  that  Pat  McNamara  was 
without  giute,  he  put  his  finger  on  the 
one  word  in\the  English  language  that 
probably  best \xpr esse d  Pat  McNamara. 
There  was  no  scintilla  of  guile  in  him. 
He  was  what  he\vas.  He  was  what  he 
is.  He  went  straight  to  the  heart  of  the 
matter  without  guilevwithout  any  effort 
to  find  a  detour,  without  any  effort  to 
divert.  And  just  as  he  did  it  for  himself, 
so  he  did  it  with  respect  to  others. 
Whenever  I  offered  an  amendment  to  a 
bill  in  the  Committee  on  Labhr  and  Pub¬ 
lic  Welfare,  he  very  promptly\and  very 
straight-facedly  would  say,  “iViove  to 
table,”  and  it  did  not  bother  him  a,  bit. 

That  was  the  directness  of  theNnan. 
He  had  a  singleness  of  purpose  which 
was  an  admirable  trait.  I  liked  it.  H.e 
knew  where  he  was  going,  and  he  let  nbN 
influence  of  any  kind  whatsoever  dis¬ 
suade  him  from  moving  to  that  purpose. 
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HIGHLIGHTS:  Sen.  Yarborough  praised  House • restoration  of\funds  for  extension  work. 

Sen.  Fulbright  urged  Restoration  of  budget  items  for  soil  £hxd  water  conservation. 
Sen.  Hruska  criticized  Secretary  Freeman's  statement  on  farm\prices.  Senate  deba¬ 
ted  sales  participation  bill.  Sen.  Pearson  introduced  and  distnissed  food  and  fiber 
reserve  bill.  Rep.  Fino  introduced  and  discussed  commodity  cosK control  bill. 

Reps.  Arends  aryl  Langen  criticized  USDA  farm  policy. 

SENATE 

1.  PARTICIPATION  SALES.  Began  debate  on  S.  3283,  to  promote  private  financing  of 
credit  needs  and  to  pr:  .(is  for  an  efficient  and  orderly  mot  nod  of  liquidating 
financial  assets  held  by  federal  credit  agencies,  pp.  9135-^3 


00L  MILK.  Sen.  Proxmire  commended  the  House  for  its  restoration  of  fu^ds 
for  the  school  milk  program,  pp.  9107-7 


SMALL  BUSINESS.  Sen.  Scott  spoke  in  favor  of  S.  2729,  to  increase  the  ceilin 
on  Small  Business  Administration  revolving  fund,  and  inserted  the  President's 
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signing  statement,  pp.  9109-10 

4.  POVERTY.  Sen.  Scott  commended  and  inserted  an  editorial,  "Poverty  Program, 

Impoverished."  p.  9128  ' 

5.  ELECTRIFICATION.  Sen.  Gruening  commended  and  inserted  an  article  explaining  "the 

great \importance  to  the  United  States  and  the  Nation  of  constructing  the  great 
Rampart  Dam  on  the  Yukon  River."  pp.  9132-33 

\  i  / 

6.  EDUCATION.  Received  a  GAO  report  on  the  limited  success  in  obtaining  contribu 

tions  for  the  binational  educational  exchange  program,  p 

7.  WATER  POLLUTIONS,  Sen.  Inouye  requested  that  numerous  cospobaors  be  added  to 
S.  3240,  to  provide  for  a  study  and  investigation  of  estuaries  and  estaurine 
zones  of  the  U.  s\  p.  9087 


8.  RECREATION.  Sen.  Meti 
wood  Creek  and  Mill 
9133-35 


ilf  inserted  a  .comparison  of  th^  suitability  of  the  Red¬ 
dle  areas  as  locations  for  a/Redwood  National  Park.  pp. 


9.  LEGISLATIVE  PROCESS.  Sen.  6yrd,  W.  Va. ,  discussed  the  role  of  the  House  Rules 
Committee  in  the  legislativeXprocess ,  describing  the  committee  as  "a  good 
scapegoat  and  a  scapegoat  gooa\for  responsible  government,"  and  inserted  a  law 
student’s  paper  on  the  subject. \pp.  909^8 

10.  FARM  PROGRAM.  Sen.  Hruska  criticize^  a4ministrationt s'  farm  program  and  inserted 
editorials  supporting  his  views.  ppX.9162-3 

POPULATION;  FOOD.  Sens.  Gruening  and  Yarborough  inserted  a  speech  by  the  chair¬ 
man  of  the  Population  Crisis  Committee  offering  a  five-point  program  to  meet 
the  world  food  and  population  /risis.  pp.N?128-30,  S166-8 

12.  OCEANIC  RESEARCH.  Sen.  Inouye  inserted  an  editorial  discussing  Hawaii's  science 

and  research  program  in  which  it  is  suggested  tbat  the  oceans  may  be  cultivated 
as  a  rich  new  source  of  both  animal  and  vegetable\food;  pp.  9171-2 

13.  WATER  RESOURCES.  Seny/'Hart  commended  the  Federal-Stah^-local  cooperation  in 

water  pollution  control  in  Michigan,  p.  9168 

Sen.  Fulbright  urged  acceleration  of  the  watershed  program  by  increasing  the 
appropriation  for  watershed  planning  and  operations,  and  tw  eliminating  the  res¬ 
trictions  on  new  planning  and  new  starts,  p.  9172 

14.  RESEARCH;  EXTENSION  WORK.  Sen.  Yarborough  stated  that  he  deplored  the  proposed 

cuts  in  this  Department’s  budget  and  inserted  resolutions  of  Tbxas  A  &  M  urgirg 
restoration  of  funds  for  extension  and  agricultural  research  programs,  p.  9176 

/ 

15.  ADJOURNED  until  Thurs. ,  May  5.  p.  9185 

/ 

/ 

HOUSE 

— 

16.  SUPPLEMENTAL  APPROPRIATIONS.  Conferees  were  appointed  on  H.  R.  14012,  the^se- 

cond  supplemental  appropriation  bill,  1966,  and  consent  was  granted  for  the' 
filing  of  a  report  by  midnight  Thurs.,  May  5.  p.  9186 
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A  Comparison  of  the  Suitability  of  the  Redwood  Creek  and  Mill  Creek  Areas  as  Locations  for  a  Redwood  National  Park — Continued 

S.  2962 - ADMINISTRATION  PLAN:  MILL  JCREEK.- 

JEDEDIAH  SMITH  REDWOODS  STATE  PARK  AREA, 
INCLUDING  DEL  NORTE  COAST  REDWpODS  STATE 

park — continued 

10.  feasibility:  Preliminary  professional  report  of  the  Na-  Not  recommended  by  the  professional  re¬ 

port  of  the  National  Park  Service  for  Federal 
acquisition.  National  attention  would  have 
to  be  redirected  toward  tMs  area,  producing 
confusion.  No  local  support  group  exists. 


AMENDMENT  487 - SIERRA  CLUB  PLAN:  REDWOOD 

CREEK-FRAIRE  CREEK  REDWOODS  STATE  PARK 

area — continued 

Preliminary  professional  report  of  the  Na¬ 
tional  Park  Service  identified  this  area  as 
the  most  outstanding.  National  interest  has 
centered  on  it  (both  as  a  result  of  the  re¬ 
port  and  the  discovery  of  the  tallest  trees) . 
Considerable  support  is  developing  for  a 
national  park  here,  including  support  from 
a  local  citizens  group  (Citizens  for  a  Red¬ 
wood  National  Park) . 


Mr.  METCALF.  Mk  President,  I  wish 
also  to  call  attention  to\the  unequivocal 
position  concerning  the\park  location 
that  has  been  taken  by  the^Citizens  for  a 
Redwood  National  Park,  of  A$e:ata,  Calif. 

We  cannot  support  the  administration 
bill— 

Wrote  Dave  Van  de  Mark  in  th\April 
5  Citizens  for  a  Redwood  NationalVark 
Newsletter — 

It  is  not  for  acreage  alone  that  we  must  suj 
port  the  Sierra  Club  proposal — the  indescrib-\ 
able  beauty,  uniqueness  and  variety  of  the 
redwoods  and  other  features  in  the  Redwood 
Creek  region  make  this  the  only  choice,  if 
need  we  are  looking  toward  the  future. 

To  turn  Jedediah  Smith  State  Park  and 
Del  Norte  Coast  Redwoods  State  Park  into  a 
national  park  by  renaming  them  would  be 
tragic.  They  are  State  parks  only  and  are 
not  big  enough  and  do  not  have  the  diversity 
or  uniqueness  worthy  of  national  protection. 
Adding  the  heavily  logged  over  upper  Mill 
Creek  watershed  will  not  do  anything  to 
help. 

Mr.  President,  I  ask  unanimous  con¬ 
sent  to  insert  the  full  text  of  the  Citi¬ 
zens  for  a  Redwood  National  Park  News¬ 
letter  editorial,  entitled  “Why  Redwood 
Creek?”  at  this  point  in  the  Record. 

There  being  no  objection,  the  editorial 
was  ordered  to  be  printed  in  the  Record, 
as  follows: 

•Why  Redwood  Creek? 

Citizens  for  a  Redwood  National  Park  have 
strongly  favored  a  park  in  the  Redwood 
Creek-Prairie  Creek  area.  Jeffery  Cohelan/ 
introduced  such  a  bill  in  the  House  of  Rcqre 
sentatives  last  October.  Since  that  time  oyer 
46  Congressmen  have  introduced  companion 
bills,  including  such  Senators  as  Lee  Mej'calf, 
Robert  and  Ted  Kennedy,  and  Representa¬ 
tive  Morris  Udall. 

These  bills  embrace  the  Sierra/Club  pro¬ 
posal  for  a  97,600-acre  park  in  (lie  Redwood 
Creek-Prairie  Creek  region.  ThA  administra¬ 
tion  has  just  introduced  a  plan  for  a  45,000- 
acre  park  in  the  Mill  Creelj/Jedediah  Smith 
region.  One  thousand  four  hundred  acres 
would  also  be  included  centering  around  the 
tallest  trees  in  Redwood  Creek. 

We  cannot  support  tne  administration  bill. 
It  is  not  for  acreage  .Alone  that  we  must  sup¬ 
port  the  Sierra  Clu/5  proposal — the  indescrib¬ 
able  beauty,  uniqueness,  and  variety  of  the 
redwoods  and  qiflier  features  in  the  Redwood 
Creek  region  /hake  this  the  only  choice,  if 
indeed  we  are  looking  toward  the  future. 

The  first:  second,  third,  and  sixth  tallest 
known  trAes  are  found  here;  the  last  nearly 
intact  watersheds  are  here;  the  largest  moun¬ 
tain  (Rogers  Peak)  completely  covered  with 
redwoods  is  here;  the  greatest  elevational 
differences  and  climatic  variations  are  here. 

fth  adjacent  watersheds  and  Prairie  Creek 
£tate  Park  as  part  of  a  park,  the  only  place 
'where  redwoods  grow  in  unbroken  stands 


from  ridgetop  to  the  sea  here  would  be  pro¬ 
tected;  Fern  Canyon  and  Gold  Bluffs  Beach 
would  be  in  this  park.  The  only  place  left  in 
California  where  the  Roosevelt  elk  roam  wild 
and  free  in  their  native  habitat  is  here. 

The  redwoods  themselves  are,  as  a  forest, 
the  most  beautiful  and  magnificent  found 
anywhere.  There  is  only  one  place  left  in 
the  world  where  some  of  the  tallest  and 
largest  living  things  meet  the  river’s  edge — 
unmarred  by  bulldozer  and  chainsaw — in  the/ 
unique  and  awesome  way  they  do  here  o t 
Redwood  Creek.  This  stretch  of  river,  be¬ 
tween  Devil’s  Creek  and  Bridge  Creek/Iias 
^been  called  the  “Emerald  Mile.” 

The  largest  “islands”  of  virgin  redwood  in 
pH v ate  ownership  left  are  here — oyer  33,000 
acres.  With  a  chance  to  heal,  the  adjacent 
cutover  land  will  provide  young  redwood  for¬ 
ests  which  will  someday  be  nearly  as  beautiful 
as  the  'present  “islands,”  at/which  time  a 
larger  anil  ever-increasing  population  will  be 
thankful  for  the  larger  parjt. 

The  administration  has  chosen  a  second- 
best  park  in  the  wrong /lace.  It  shows  a  lack 
of  courage  to  Dice  up/to  the  future’s  needs. 
It  is  an  attempt \o ynake  political  hay  while 
at  the  same  time, Vttempting  to  classify  the 
maneuver  a  legitimate  compromise. 

To  turn  Jedediah  'Smith  State  Park  and 
Del  Norte  Coa/t  Redwoods  State  Park  into  a 
national  park  by  renaming  them  would  be 
tragic.  ThAy  are  State  pSrks  only  and  are 
not  big  enough  and  do  not  have  the  diversity 
or  uniqueness  worthy  of  national  protection. 
Addiiuy  the  heavily  logged-oAr  Upper  Mill 
Creetrwatershed  will  not  do  anything  to  help. 
Only  6,000  additional  acres  of\  redwoods 
wyaild  be  protected.  The  only  attractions 
vailable  would  be  the  lovely  bottom  land 
/stands  along  Smith  River  and  lower  Mill 
Creek.  Visitor  impact  upon  these  two  areas 
could  ruin  them.  All  other  recreational  and 
scientific  attributes  are  equaled  or  outdone 
by  nature  in  Redwood  Creek. 

To  save  only  a  dinky  portion  of  Redwood 
Creek  around  the  tallest  trees  (and  little 
else)  shows  the  lack  of  understanding  among 
the  planners  of  the  administration’s  bill 
about  why  we  even  have  national  parks. 

The  fact  that  Secretary  of  the  Interior 
Udall  has  never  come  out  here  to  see  what 
will  be  lost  means  we  will  have  to  inform  him 
and  others  about  the  real  park  in  Redwood 
Creek  and  to  let  others  know  we  will  not  be 
satisfied  with  an  irresponsible  plan  proposed 
by  L.B.J. 

Mr.  METCALF.  Mr.  President,  I  also  r 
ask  unanimous  consent  to  insert  in  the 
Record  the  March  26  letter  I  received 
from  Mrs.  Hollis  P.  Allen,  corresponding 
secretary  of  the  Women’s  Democratic 
Club  of  Pomona  Valley,  Claremont,  Calif. 
The  letter  includes  the  text  of  the  club’s 
petition  to  Congress  to  “create  a  supe¬ 
rior  Redwoods  National  Park  of  90,000 
acres  in  Redwood  Creek  drainage  basin. 

There  being  no  objection,  the  letter 
was  ordered  to  be  printed  in  the  Record, 
as  follows: 


Women’s  /Democratic  Club  of 

Pomona  Valley, 

Cldremont,  Calif.,  March  26,  1966. 
Hon.  Lei/ Metcalf, 

Senate /office  Building, 

Washington ,  D.C. 

Dear  Senator  Metcalf  :  The  Women’s 
D/fhocratic  Club  of  Pomona  Valley  wishes 
call  the  following  resolution  recently 
Adopted  by  our  club  to  your  attention  and 
urges  your  assistance: 

“Whereas  the  National  Park  Service  in  1964 
made  a  thorough  study  of  all  coast  redwoods 
and  recommended  creation  of  a  Redwoods 
National  Park  in  the  Redwood  Creek  drain¬ 
age  basin; 

“Whereas  two  proposals  have  now  been 
submitted  to  Congress,  one  for  a  superior 
redwood  national  park  which  would  preserve 
an  additional  34,000  acres  of  virgin  redwoods, 
and  an  expedient  proposal  which  would  pre¬ 
serve  only  6,000  acres  more  of  virgin  redwoods 
in  an  area  vulnerable  to  flood; 

“Whereas  immediate  economic  dislocation 
amounts  to  a  2-year  cut  of  the  redwood  log¬ 
ging  industry  in  the  largest  proposal  to  a 
6-month  cut  in  the  expedient  proposal 
(based  on  an  annual  rate  equal  to  the  1965 
cut  of  15,000  acres  of  virgin  redwoods) ,  to 
be  weighed  against  the  benefits  from  a  red¬ 
woods  national  park  for  generations:  There¬ 
fore  be  it 

“Resolved,  We  the  Women’s  Democratic 
Club  of  Pomona  Valley  at  regular  meeting 
March  15,  1966,  urgently  petition  Congress 
to  create  a  superior  Redwoods  National  Park 
of  90,000  acres  in  the  Redwood  Creek  drain¬ 
age  basin,  the  finest  remaining  exhibit  of 
coast  redwoods.” 

We  appreciate  your  sponsorship  of  the  bill 
to  create  the  superior  Redwoods  National 
Park  and  wish  to  state  that  we  and  many 
others  far  into  the  future  will  be  grateful 
if  this  part  of  our  great  State  can  be  con¬ 
served  for  all  the  Nation  to  enjoy. 

Yours  very  truly i 

Mrs.  Hollis  P.  Allen, 
Corresponding  Secretary. 


INCLUSION  OF  MORNING 
BUSINESS 

The  PRESIDING  OFFICER.  Is  there 
further  morning  business?  If  not,  morn¬ 
ing  business  lHconcludecI. 

PARTICIPATION  SALES  ACT  OF  1966 

Mr.  MUSKIE.  Mr.  President,  I  ask 
unanimous  consent  that  the  unfinished 
business  be  laid  before  the  Senate. 

The  PRESIDING  OFFICER.  Without 
objection,  the  Chair  lays  before  the 
Senate  the  unfinished  business,  which  i3 
S.  3283. 

The  Senate  resumed  the  consideration 
of  the  bill  (S.  3283)  to  promote  private 
financing  of  credit  needs  and  to  provide 
for  an  efficient  and  orderly  method  of 
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liquidating  financial  assets  held  by  Fed¬ 
eral  credit  agencies,  and  for  other  pur¬ 
poses. 

Mr.  MUSKIE.  Mr.  President,  I  sug¬ 
gest  the  absence  of  a  quorum. 

The  PRESIDING  OFFICER.  The 
clerk  will  call  the  roll. 

The  legislative  clerk  proceeded  to  call 
the  roll. 

Mr.  MUSKIE.  Mr.  President,  I  ask 
unanimous  consent  that  the  order  for 
the  quorum  call  be  rescinded. 

The  PRESIDING  OFFICER.  Without 
objection,  it  is  so  ordered. 

Mr.  MUSKIE.  Mr.  President,  over  the 
years  successive  administrations  and  we 
in  the  Congress  have  endeavored  to  pro¬ 
mote  the  flow  of  private  savings  and 
credit  into  uses  that  will  help  accom¬ 
plish  necessary  and  desirable  social  pur¬ 
poses.  In  addition  to  the  flow  of  such 
funds  through  the  private  institutions  of 
the  market,  the  Government,  and  its 
agencies  have  helped  to  channel  and  di¬ 
rect  the  flow  of  funds  into  worthwhile 
purposes — private,  as  well  as  public. 

By  facilitating  the  channeling  of  pri¬ 
vate  funds  into  programs  now  supported 
by  Government  loans,  the  intervention 
of  Government  can  bring  into  more  ef¬ 
fective  use  the  vast  capital  resources  of 
the  private  market.  It  can  reduce  the 
need  for  expanding  the  Federal  budget 
to  accomplish  desired  ends.  It  can  also 
make  use  of  the  flexibility,  ingenuity,  and 
competitive  forces  of  the  private  market 
in  serving  the  economy’s  needs. 

Mr.  WILLIAMS  of  Delaware.  Mr. 
President,  will  the  Senator  yield? 

Mr.  MUSKIE.  I  am  happy  to  yield  to 
the  Senator  from  Delaware. 

Mr.  WILLIAMS  of  Delaware.  I  won¬ 
der  if  the  Senator  would  not  wish  a 
quorum  call  in  view  of  the  fact  that 
there  are  not  many  Senators  present. 

I  understand  this  bill  deals  with  the 
authority  to  dispose  of  $33  billion  worth 
of  assets.  In  my  opinion  it  is  one  of  the 
major  bills  coming  before  this  session  of 
Congress  because  if  the  bill  is  enacted,  as 
I  understand  it,  it  would  be  possible  for 
the  administration  to  spend  up  to  $33 
billion  without  including  it  as  a  part  of 
the  national  debt  or  without  including 
it  as  normal  expenditures. 

In  other  words,  if  this  bill  is  passed  it 
would  be  possible  for  the  administration 
to  operate  with  $30  billion  deficits  be¬ 
tween  now  and  1968  and  not  show  as  a 
deficit  so  far  as  the  American  people  are 
concerned.  I  believe  that  we  should  have 
a  quorum  call  and  have  Senators  present 
to  let  the  people  know  with  what  we  are 
dealing.  This  is  the  greatest  camouflage 
and  coverup  of  deficits  ever  proposed  in 
'Congress.  I  am  therefore  wondering 
whether  the  Senator  would  not  wish  to 
have  a  quorum  call  before  he  begins  his 
remarks  in  support  of  the  bill. 

Mr.  MUSKIE.  The  Senator’s  request 
for  a  quorum  call  is  pretty  well  camou¬ 
flaged  by  an  argument  against  the  bill 
but,  nevertheless,  I  am  happy  to  accede. 
The  fact  is,  I  discussed  the  advisability 
of  having  a  quorum  call  before  I  began 
my  remarks,  and  both  the  Senator  from 
Delaware  and  the  Senator  from  Utah 
[Mr.  Bennett]  felt  that  it  was  not  nec¬ 
essary.  However,  I  am  happy  to  suggest 
the  absence  of  a  quorum. 


The  PRESIDING  OFFICER  (Mr. 
Stennis  in  the  chair).  The  clerk  will 
call  the  roll. 

The  legislative  clerk  called  the  roll, 
and  the  following  Senators  answered  to 
their  names: 

[No.  71  Leg.] 


Bayh 

Bennett 

Burdick 

Cannon 

Dominick 

Douglas 

Hartke 

Jordan,  N.C. 

Kennedy,  Mi 


Long,  La. 
Mansfield 
McGee 
McGovern 
Metcalf 
Muskie 
Nelson 
Pearson 
.  Robertson 


Russell,  Ga. 
Smith 
Stennis 
Talmadge 
Tydings 
Williams,  N.J. 
Williams,  Del. 
Yarborough 


Mr.  LONG  of  Louisiana.  I  announce 
that  the  Senator  from  Alaska  [Mr.  Bart¬ 
lett],  the  Senator  from  Tennessee,  [Mr. 
Bass],  the  Senator  from  Idaho  [Mr. 
Church],  the  Senator  from  Pennsyl¬ 
vania  [Mr.  Clark],  the  Senator  from 
Tennessee  [Mr.  Gore],  the  Senator  from 
Oklahoma  [Mr.  Harris],  the  Senator 
from  Arizona  [Mr.  Hayden],  the  Senator 
from  Alabama  [Mr.  Hill],  and  the  Sena¬ 
tor  from  Utah  [Mr.  Moss]  are  absent  on 
official  business. 

I  also  announce  that  the  Senator  from 
New  Mexico  [Mr.  Anderson],  the  Senator 
from  New  York  [Mr.  Kennedy],  the  Sen¬ 
ator  from  New  Mexico  [Mr.  Montoya], 
the  Senator  from  South  Carolina  [Mr. 
Russell],  the  Senator  from  Alabama 
[Mr.  Sparkman],  and  the  Senator  from 
Ohio  [Mr.  Young]  are  necessarily  absent. 

Mr.  KUCHEL.  I  announce  that  the 
Senators  from  Nebraska  [Mr.  Curtis 
and  Mr.  Hruska]  are  necessarily  absent. 

The  Senator  from  Hawaii  [Mr.  Fong] 
is  absent  on  official  business. 

The  PRESIDING  OFFICER  (Mr. 
Hartke  in  the  chair) .  A  quorum  is  not 
present. 

Mr.  MUSKIE.  Mr.  President,  I  move 
that  the  Sergeant  at  Arms  be  directed 
to  request  the  attendance  of  absent 
Senators. 

The  PRESIDING  OFFICER.  The 
question  is  on  agreeing  to  the  motion  of 
the  Senator  from  Maine. 

The  motion  was  agreed  to. 

The  PRESIDING  OFFICER.  The  Ser¬ 
geant  at  Arms  will  execute  the  order  of 
the  Senate. 

After  a  little  delay,  the  following  Sen¬ 
ators  entered  the  Chamber  and  answered 
to  their  names: 


Aiken 

Hart 

Mundt 

Allott 

Hickenlooper 

Murphy 

Bible 

Holland 

Neuberger 

Boggs 

Inouye 

Pastore 

Brewster 

Jackson 

Pell 

Byrd,  Va. 

Javits 

Prouty 

Byrd,  W.  Va. 

Jordan,  Idaho 

Proxmire 

Carlson 

Kuchel 

Randolph 

Case 

Lausche 

Ribicoff 

Cooper 

Long,  Mo. 

Saltonstall 

Cotton 

Magnuson 

Scott 

Dirksen 

McCarthy 

Simpson 

Dodd 

McClellan 

Smathers 

Eastland 

McIntyre 

Symington 

Ellender 

Miller 

Thurmond 

Ervin 

Mondale 

Tower 

Fannin 

Fulbright 

Gruening 

Monnoney 

Morse 

Morton 

Young,  N.  Dak. 

The  PRESIDING  OFFICER  (Mr, 

Jordan  of  Idaho  in  the  chair) .  A  quorum 
is  present. 

Mr.  MUSKIE.  Mr.  President,  effec¬ 
tive  fusion  of  public  credit  and  private 
credit  has  been  accomplished  through 
the  combination  of  various  Federal  lend¬ 
ing  programs  with  borrowing  by  the  lend- 
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ing  agencies  or  the  sale  of  their  assets 
to  private  investors.  The  asset-sales 
program  has  received  great  impetus  since 
the  mid-1950’s. 

The  policy  of  asset  sales  has  been  en¬ 
dorsed  by  the  distinguished  Private  Com¬ 
mission  on  Money  and  Credit,  of  which 
Secretary  of  the  Treasury  Fowler  was  a 
member  and  which  issued  its  authorita¬ 
tive  report  in  1961,  and  by  President  Ken¬ 
nedy’s  Committee  on  Federal  Credit 
Programs,  of  which  former  Secretary  of 
the  Treasury  Dillon  was  Chairman.  I 
might  add  that  it  was  given  high  priority 
repeatedly  in  President  Eisenhower’s 
budgets  and  was  urged  in  a  minority  re¬ 
port  of  the  House  Ways  and  Means  Com¬ 
mittee  in  1963. 

But  despite  major  efforts  to  draw  on 
private  credit,  the  portfolio  of  direct 
Federal  loans  outstanding  held  by  the 
Government  and  its  agencies  has  in¬ 
creased  in  recent  years.  It  was  $25.1 
billion  on  June  30,  1961,  and  $33.1  billion 
on  June  30,  1965. 

This  has  direct  consequences  on  the 
Federal  budget  and,  thus,  on  the  policies 
followed  by  any  administration.  Money 
for  direct  lending  programs  must  be 
budgeted.  This  means  that  it  must  be 
matched  by  tax  revenue  or  by  additional 
debt,  or  else  that  it  must  take  the  place 
of  some  other  program,  which  then  must 
be  postponed  or  dropped.  The  money 
appropriated  to  a  direct  lending  pro¬ 
gram,  although  it  comes  from  current 
receipts,  is  tied  up,  often  for  years,  in 
direct  loans  to  individuals,  businesses, 
and  institutions,  regardless  whether 
there  are  private  funds  available  which 
could  take  its  place. 

This  situation  led  originally  to  the  pro¬ 
gram  of  direct  sales  of  federally  held  as¬ 
sets,  which  had  the  objective  of  reducing 
the  portfolio  of  direct  loans  held  by  the 
Government.  But  problems  occurring 
with  the  direct  asset-sales  program  have 
become  increasingly  troublesome. 

For  one,  we  sometimes  have  as  many 
as  half  a  dozen  agencies  selling  their 
loan  paper,  frequently  to  a  limited  mar¬ 
ket,  and  often  in  competition  with  each 
other.  These  agencies  have  greatly  dif¬ 
ferent  degrees  of  experience  and  exper¬ 
tise  in  the  field:  some  are  very  well 
qualified  to  carry  on  the  sales — and  some 
are  less  so.  Finally,  we  have  found  that 
the  direct,  uncoordinated  sale  of  assets 
can  conflict  with  the  Treasury’s  debt 
management  operations.  This  is  very 
disturbing. 

The  best  technique  we  have  at  hand  to 
cope  with  all  these  problems  is  to  group 
assets  consisting  of  loan  paper  into  pools 
and  to  sell  shares  or  participations  in  the 
pools.  This  is  proposed  in  the  partici¬ 
pation  sales  legislation  which  we  have 
received  from  the  President. 

The  pools  can  gain  diversity  from  the 
grouping  of  various  kinds  of  loans.  The 
sales  will  be  centralized,  expertly  han¬ 
dled,  and  coordinated  with  the  Treasury, 
Further,  the  participations  will  consti¬ 
tute  an  excellent  and  sought-after  in¬ 
vestment  commanding  a  broad  market. 

The  technique  is  not  new.  The  Ex¬ 
port-Import  Bank  of  Washington  has 
used  it,  since  1962,  to  sell  about  $1.7  bil¬ 
lion  of  its  direct  loans  which  otherwise 
might  not  have  been  marketable.  The 
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Federal  National  Mortgage  Association, 
“Fannie-May,”  acting  under  the  Housing 
Acts  of  1964  and  1965,  has  sold  $1.6  bil¬ 
lion  of  participation  certificates  in  its 
own  mortgage  holdings  and  those  of  the 
Veterans’  Administration. 

The  basic  provisions  of  the  President’s 
proposal  are  taken  directly  from  the 
Housing  Acts  of  1964  and  1965.  The 
earlier  act  authorized  FNMA  to  act  as 
trustee  for  the  sale  of  participations  in 
pools  of  first  mortgages.  The  1965  act 
extended  this  authority. 

Tire  Participation  Sales  Act  before  us — 
S.  3283 — which  is  designed  to  carry  out 
the  President’s  proposal,  will  broaden 
use  of  the  pooling  technique  by  extend¬ 
ing  it  to  all  agencies  of  the  Federal  Gov¬ 
ernment  which  hold  financial  assets. 
Sales  of  participation  will  be  managed 
and  coordinated  by  FNMA,  serving  as 
trustee. 

The  cost  of  selling  participations 
through  FNMA,  judging  from  past  ex¬ 
perience,  may  be  about  one-fourth  to 
three-eights  of  1  percent  more  than  di¬ 
rect  Treasury  borrowings  for  comparable 
maturities.  This  is  not  a  negligible 
difference.  But  it  is  a  modest  one,  con¬ 
sidering  the  gains  from  strengthening 
private  credit  flows  into  our  programs. 
In  time,  as  the  participation  certificates 
gain  wider  acceptance  and  marketability, 
they  are  likely  to  command  rates  closer 
in  line  with  Treasury  issues.  And,  of 
course,  asset  sales  through  participation 
certificates  will  command  lower  rates 
than  would  the  direct  sale  of  the  under¬ 
lying  loans. 

Moreover,  because  of  the  4  Vi  -percent 
ceiling  on  the  interest  rate  that  may  be 
paid  in  new  issues  of  Federal  Govern¬ 
ment  bonds,  the  Treasury,  in  the  pres¬ 
ent  state  of  the  market,  must  confine  its 
offerings  to  securities  maturing  in  less 
than  5  years.  As  a  consequence  of  this 
and  other  market  conditions,  interest 
rates  on  longer  term  securities  are  now 
generally  somewhat  lower  than  shorter- 
term  rates.  Since  issues  of  the  proposed 
participation  certificates  may  have 
longer  maturities,  their  sales  could  tap 
that  sector  of  the  market  at  relatively 
favorable  rates.  Issues  of  longer  term 
securities  would  give  a  broader  maturity 
distribution  in  the  debt  structure  and  at¬ 
tract  funds  from  a  wider  range  of 
investors. 

The  resulting  lessened  reliance  on 
shorter  term  issues  would  help  avoid  in¬ 
creasing  the  liquidity  of  the  economy  and 
thus  exert  an  anti-inflationary  influence. 

The  proposed  legislation  preserves — 
and  in  some  cases  strengthens — con¬ 
gressional  control  over  the  Federal 
credit  programs.  No  new  credit  pro¬ 
gram  or  enlargement  of  a  credit  pro¬ 
gram  is  involved  in  it.  Existing  limits 
on  the  amount  of  new  loans  that  can  be 
written  in  a  particular  year  and  on  the 
amount  of  loans  outstanding  at  a  given 
time  will  remain. 

Perhaps  the  most  important  control 
written  into  the  bill  is  this:  No  assets  of 
any  program  can  be  pooled  under  it 


without  explicit  congressional  author¬ 
ization  in  advance.  Specific  appropria¬ 
tion  acts  must  precede — and  set  the  size 
of — sales  of  participations  in  the  loans 
of  any  of  our  credit  programs.  This  is 
an  addition  to  present  congressional 
control. 

In  this  connection,  let  me  pause  to 
deal  with  one  note  of  criticism  which 
has  been  voiced  in  connection  with  this 
legislation.  The  administration  has 
been  charged  with  attempting  to  pro¬ 
vide  for  back-door  financing.  I  assume 
back-door  financing  means  financing 
programs  without  having,  to  budget  for 
them. 

The  congressional  controls  written 
into  the  bill  are  there  for  all  to  see. 
There  is  no  way  to  finance  a  program — 
or  a  part  of  a  program — under  this  bill 
without  congressional  authorization. 

The  budget  effect  of  this  proposal  is 
clear — 

In  fiscal  1964  we  replaced  $1.1  billion 
in  public  credit  with  private  credit. 

In  fiscal  1965  we  replaced  $1.6  billion. 

In  fiscal  1966  we  expect  to  replace 
about  $3.3  billion.  With  the  participa¬ 
tion  sales  act,  we  will  be  able  in  fiscal 
1967  to  substitute  private  credit  in  the 
fashion  I  have  described  for  about  $4.7 
billion  in  public  credit — more  than  four 
times  the  total  in  fiscal  1964. 

The  increase  will  result  largely  from 
broadening  the  use  of  the  participation 
sales  technique  to  include  assets  of  the 
Farmers  Home  Administration,  the  Office 
of  Education’s  academic  facilities  loan 
program,  the  college  housing  loan  pro¬ 
gram  and  the  public  facilities  loan  pro¬ 
gram  of  the  Department  of  Housing  and 
Urban  Development’s  Community  Facili¬ 
ties  Administration,  and  the  Small  Busi¬ 
ness  Administration.  Sales  of  assets 
.  from  these  programs  will  supplement 
the  presently  operating  participation 
sales  programs  based  on  home  mort¬ 
gages  held  by  FNMA  and  by  the 
Veterans’  Administration  and  on  loans 
by  the  Export-Import  Bank. 

Mr.  BENNETT.  Mr.  President,  will 
the  Senator  from  Maine  yield  at  that 
point? 

Mr.  MUSKIE.  I  am  happy  to  yield 
to  the  Senator  from  Utah. 

Mr.  BENNETT.  The  Senator  has  been 
listing  a  number  of  agencies  which  are 
holding  obligations,  which  obligations 
would  be  covered  by  this  Participations 
Act.  In  our  hearings  the  other  day,  51 
programs  were  included  in  this  author¬ 
ity.  If  the  Senator  does  not  have  the 
list,  I  would  be  glad  to  ask  unanimous 
consent  at  this  point,  that  page  18  of  our 
report  containing  this  list  of  51  agencies 
be  printed  in  the  Record,  because  I  be¬ 
lieve  it  is  important  that  the  complete 
record  be  made. 

Mr.  MUSKIE.  I  have  no  objection  to 
that  inclusion  and,  Mr.  President,  I  ask 
unanimous  consent  to  have  it  printed  in 
the  Record. 

There  being  no  objection,  the  list  was 
ordered  to  be  printed  in  the  Record,  as 
follows: 


Outstanding  direct  loans,  and  guaranteed 
and  insured  loans  for  Federal  credit  pro¬ 
grams  classified  by  agency  or  program 


[In  millions  of  dollars] 


1965  actual 

Agency  or  program 

Direct 

loans 

Guaran¬ 
teed  and 
insured 
loans 

A.  MAJOR  AGENCIES  OR  PROGRAMS 

Office  of  Economic  Opportunity . 

Department  of  Agriculture: 

Commodity  Credit  Corporation. 

17 

2, 115 

419 

Rural  Electrification  Adminis- 

4,072 

1,990 

Farmers  Home  Administration.. 

727 

Department  of  Commerce: 

Economic  Development  Ad- 

12f) 

Maritime  Administration  . . 

109 

419 

Department  of  Defense:  Military 

79 

Department  of  Health,  Education, 
and  Welfare: 

Office  of  Education _ 

538 

Public  Health  Service..  _  ... 

13 

Department  of  Housing  and  Urban 
Development: 

Federal  National  Mortgage  As- 

2,121 

300 

Federal  Housing  Administra- 

tion.  _  _ _ 

527 

49,  042 

Public  housing  program . . 

60 

5,033 

College  housing  program _ _ 

Urban  renewal  program _ 

1,  927 
196 

1,382 

Other  major  programs _ _ 

432 

Department  of  the  Interior:  Recla- 

90 

Department.  of  State:  Agency  for 
International  Development-  .  . 

8,997 

144 

Treasury  Department: 

Loans  to  District  of  Columbia.— 

139 

Foreign  loans _ 

3,  763 

Veterans’  Administration _ 

1,  649 

30, 951 

Export-Import  Bank  of  Washington. 

2,490 

2,617 

Small  Business  Administration . 

1, 147 

104 

Total,  major  agencies  or  pro¬ 
grams  __ - - 

32,  507 

91, 138 

R.  OTHER  AGENCIES  OR  PROGRAMS 

Department  of  Agriculture:  Soil 
Conservation  Service _ _ _ 

15 

Department  of  Commerce:  Aircraft 

loan  guarantees _ _ 

Department  of  Defense: 

9 

Loans  for  construction  of 
Ryukyu  power  system _ 

9 

Defense  ' production  loans  and 
guarantees _ _ _ 

14 

49 

Department  of  Health,  Education, 
and  Welfare: 

Community  facility  loans  — 
Hospital  construction  activities.. 

0 

4 

Assistance  to  refugees  in  the 
United  States _ _  _ 

6 

Departmrnt  of  Housing  and  Urban 
Development: 

Urban  mass  transportat  ion  loans. 

2 

Liquidating  programs  (Com¬ 
munity  Facilities  Administra- 

13 

Communitv  disposal  program... 

4 

Department  of  the  Ulterior: 

Alaska  public  works  (repayable 
investment) _  _ 

16 

Bureau  of  Indian  Affairs  ._.  __ 

24 

Defense  Production  Act  loans _ 

8 

Fisheries  loans  _ _ 

6 

Ship  mortgage  insurance _  _. 

5 

Guam  rehabilitation  program _ 

2 

Minerals  exploration  program _ 

1 

Department  of  Labor:  Manpower 
development  and  training  loans _ 

0 

Department  of  State: 

3 

Loans  to  the  United  Nations _ 

107 

Treasury  Department: 

Defense  Production  Act  loans 
(liquidating)..  _ _ 

4 

Reconstruction  Finance  Cor¬ 
poration  (liquidating) _ 

Civil  defense  loans _ 

5 

0 

131 

Federal  Home  Loan  Bank  Board: 
Federal  Savings  and  Loan  Insur¬ 
ance  Corporation  fund..  _ 

Footnote  at  end  of  table. 
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Outstanding  direct  loans,  and  guaranteed 
and  insured  loans  for  Federal  credit  pro¬ 
grams  classified  by  agency  or  program — 
Continued 

[In  millions  of  dollars] 


1965  actual 

Agency  or  program 

Direct 

loans 

Guaran¬ 
teed  and 
insured 
loans 

n.  other  agencies  or 
trogra  ms— continued 

General  Services  Administration: 
Fublic  Works  Administration 

58 

Surplus  property  sales  credit _ 

100 

Interstate  Commerce  Commission: 

214 

National  Capital  Planning  Commis¬ 
sion:  Advances  to  the  District  of 

(') 

4 

Veterans’  Administration: 

Service  disabled  veterans  fund  _ . 

Vocational  rehabilitation  fund... 

m 

Veterans  special  term  insurance 

6 

Veterans  insurance  and  indem- 

1 

Veterans  reopened  insurance 

(l) 

547 

Total,  other  agencies  or  pro¬ 
grams . . . 

276 

All  agencies.  . . . 

33, 054 

91,  414 

i  Less  than  $1,000,000  outstanding. 


Note. — Figures  may  not  add  due  to  rounding. 

Mr.  MUSKIE.  Let  me  say  to  the  Sen¬ 
ator  from  Utah  that  what  I  have  just 
said  describes  the  plans  which  the  ad¬ 
ministration  has  to  make  use  of  this  au¬ 
thority  in  fiscal  year  1967. 

Mr.  BENNETT.  I  wanted  to  be  clear 
that  they  were  in  a  position  to  extend  it 
to  all  the  other  agencies,  so  far  as  the 
authority  given  by  the  bill  is  concerned. 

Mr.  MUSKIE.  The  Senator  is  correct. 

Mr.  McGOVERN.  Mr.  President,  will 
the  Senator  from  Maine  yield? 

Mr.  MUSKIE.  I  am  happy  to  yield  to 
the  Senator  from  South  Dakota. 

Mr.  McGOVERN.  I  invite  the  atten¬ 
tion  of  the  Senator  from  Maine  to  the 
concern  which  has  been  expressed  by 
some  rural  electrification  groups,  several 
of  which  have  talked  to  me  about  their 
fears  that  obligations  issued  to  the  REA 
might  be  involved  under  the  terms  of  the 
proposed  legislation.  It  is  my  under¬ 
standing  that  the  legislation  is  drafted 
in  such  a  way  as  not  intending  to  apply 
to  obligations  of  the  REA.  Could  the 
Senator  give  me  assurances  that  that,  in 
fact,  is  the  intent  of  the  proposed  legis¬ 
lation? 

Mr.  MUSKIE.  There  is  printed  in  the 
committee  report  a  letter  from  Mr. 
Schultze,  Director  of  the  Bureau  of  the 
Budget,  which  discusses  the  question 
raised  by  the  Senator.  One  paragraph 
in  that  letter  reads  as  follows: 

I  can  assure  you  that  in  no  event  under 
the  legislation  now  before  your  committee 
will  any  participations  be  sold  in  any  REA 
loans. 

That  letter  was  written  to  the  chair¬ 
man  of  the  committee,  the  Senator  from 
Virginia  [Mr.  Robertson], 

It  is  not  the  intent  to  cover  soft  loans 
or  low-interest  loans  of  that  kind.  This 
has  particular  reference  to  the  REA  pro¬ 
posal.  It  would  not  cover,  and  there  is 
no  intent  to  cover,  for  example,  foreign 
aid  loans  which  now  amount  to  about 


$10  billion,  which  are  included  in  the 
$33  billion  cited  by  the  distinguished 
Senator  from  Utah. 

That  $10  million  will  not  be  included. 
There  are  other  very  low  interest-rate 
loans  which  it  is  not  intended  to  try  to 
program  under  the  bill. 

Mr.  McGOVERN.  I  had  intended  to 
offer  an  amendment  which  would  make 
it  clear  that  no  part  of  this  act  would 
apply  to  any  obligations  issued  to  the 
Rural  Electrification  Administration. 
However,  in  view  of  the  assurances  given 
me  by  the  Senator  from  Maine,  and  also 
the  statement  which  he  has  just  quoted 
from  the  Director  of  the  Bureau  of  the 
Budget,  I  shall  withhold  my  amendment. 
However,  I  do  wish  to  be  very  sure  that 
it  will  not  be  necessary  to  offer  my 
amendment. 

Mr.  MUSKIE.  I  thank  the  Senator. 

Mr.  President,  I  ask  unanimous  con¬ 
sent  to  have  printed  in  the  Record  the 
text  of  the  letter  written  by  Mr.  Schultze, 
Director  of  the  Budget,  to  the  Senator 
from  Virginia  [Mr.  Robertson]  chair¬ 
man  of  the  Committee  on  Banking  and 
Currency,  on  April  29,  1966. 

There  being  no  objection,  the  letter 
was  ordered  to  be  printed  in  the  Record, 
as  follows: 

Executive  Office  of  the 

President, 

Bureau  of  the  Budget, 
Washington,  D.C.,  April  29,  1966. 
Hon.  A.  Willis  Robertson, 

Chairman,  Committee  on  Banking  and  Cur¬ 
rency,  V.S.  Senate,  Washington,  D.C. 

Dear  Mr.  Chairman:  You  have  inquired 
whether  there  is  any  intention  on  the  part 
of  the  administration  to  seek  the  congres¬ 
sional  authorization  which  would  be  required 
to  include  any  rural  electrification  or  tele¬ 
phone  loans  in  participation  pools  estab¬ 
lished  under  the  provisions  of  the  Partici¬ 
pation  Sales  Act  of  1966. 

As  you  know,  the  President  has  proposed 
legisuation  to  establish  Federal  banks  for 
rural  electrification  and  telephone  systems 
in  order  to  provide  supplementary  financing 
for  the  Rural  Electrification  Administration 
program.  We  believe  that  favorable  congres¬ 
sional  action  on  this  proposed  legislation  will 
assure  a  fully  adequate  supply  of  credit  to 
meet  the  needs  of  rural  electric  and  tele¬ 
phone  cooperatives. 

I  can  assure  you  that  in  no  event  under 
the  legislation  now  before  your  committee 
will  any  participations  be  sold  in  any  REA 
loans. 

Sincerely  yours, 

Charles  L.  Schultze,  Director. 

Mr.  MUSKIE.  Mr.  President,  before 
the  colloquy  with  the  distinguished  Sen¬ 
ator  from  Utah  [Mr.  Bennett]  and  the 
distinguished  Senator  from  South  Da¬ 
kota  [Mr.  McGovern]  I  had  listed  the 
administration’s  program  for  sales  under 
the  proposals  if  enacted  in  fiscal  year 
1967. 

Sales  of  assets  from  these  programs 
will  supplement  the  presently  operating 
participation  sales  programs  based  on 
home  mortgages  held  by  FNMA  and  by 
the  Veterans’  Administration  and  on 
loans  by  the  Export-Import  Bank — par¬ 
ticipation  sales  programs  which  I  indi¬ 
cated  earlier  have  previously  been 
authorized  by  Congress  and  have  been 
previously  operated  successfully. 

Further,  this  bill  will  enable  us  to 
stop  the  upward  trend  in  the  total  of 
direct  Federal  loans  outstanding. 
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In  fiscal  1966,  we  expect  to  hold  the 
total  to  just  over  $33  billion — only  $200 
million  above  the  level  of  fiscal  1965.  In 
fiscal  1967,  we  expect  to  reduce  the  total 
outstanding  to  approximately  $31.5  bil¬ 
lion.  In  later  years,  there  may  even  be  a 
declining  trend  in  the  volume  of  Fed¬ 
eral  resources  immobilized  in  loans. 

Mr.  BENNETT.  Mr.  President,  will 
the  Senator  from  Maine  yield? 

Mr.  MUSKIE.  I  yield. 

Mr.  BENNETT.  I  have  a  poor  memory, 
but  it  seems  to  me  that  in  our  hearings 
we  were  told  they  expected  the  total  cf 
the  Federal  loans  in  fiscal  1967,  about 
which  we  are  talking,  to  reach  $39  billion. 

Mr.  MUSKIE.  In  the  event  the  pro¬ 
posed  legislation  is  not  enacted  and  no 
sales  were  made  under  existing  authority 
in  fiscal  1963  and  fiscal  1967. 

Mr.  BENNETT.  No — I  believe  whether 
it  is  enacted  or  not. 

Mr.  MUSKIE.  That  is  not  my  recol¬ 
lection.  I  attended  the  hearings.  Of 
course,  the  record  of  the  hearings  will 
speak  for  itself  on  that  point. 

Mr.  BENNETT.  I  want  to  make  this 
point  clear — and  perhaps  I  should  wait 
until  my  turn  to  speak — that  we  may  be 
talking  about  balances.  The  Senator 
may  be  talking  about  the  total  of  loans 
minus  the  volume  of  participations  out 
against  them.  But  I  am  sure  the  Senator 
from  Maine  knows  that  the  loans  are 
still  the  property  of  the  Federal  Govern¬ 
ment  and  that  the  participations  do  not 
wipe  out  the  loans. 

Mr.  MUSKIE.  The  Senator  is  correct 
on  that  point.  In  the  same  way,  FHA 
obligations  are  obligations  of  the  Govern¬ 
ment,  totaling  I  believe — what  is  it — the 
guarantee? 

Mr.  BENNETT.  The  guarantee? 

Mr.  MUSKIE.  It  is  many  billions  of 
dollars.  It  seems  to  me  that  that  figure 
approaches  $100  billion  for  all  types  of 
guaranteed  and  insured  loans.  Thus,  in 
that  same  sense,  there  will  be  a  Federal 
guarantee,  or  at  least  an  agency  guar¬ 
antee  behind  these  participations  to  save 
the  purchasers  from  loss.  But,  in  terms 
of  the  accounting  which  we  have  tradi¬ 
tionally  used  in  measuring  the  direct 
loans  outstanding,  the  figures  I  have  just 
read  are  accurate. 

Mr.  BENNETT.  Then  the  Senator 
means  that  the  velocity  or  the  volume 
of  the  loan  programs  will  be  cut  down 
deliberately  on  account  of  policy,  that 
there  will  be  fewer  loans  made  for  college 
housing. 

Mr.  MUSKIE.  That  is  not - 

Mr.  BENNETT.  That  is  the  point  I 
am  trying  to  clear  up. 

Mr.  MUSKIE.  The  point  I  am  try  mg 
to  make  is  that  the  total  of  direct  Federal 
loans  outstanding - 

Mr.  BENNETT.  Yes. 

Mr.  MUSKIE.  It  is  hoped  will  be  re¬ 
duced — 

Mr.  BENNETT.  That  would  only  be 
by - 

Mr.  MUSKIE.  By  the  use  of  the  par¬ 
ticipation  sales. 

Mr.  BENNETT.  The  participation 
sales  have  nothing  to  do  with  the  amount 
of  Federal  direct  loans  outstanding. 
Federal  direct  loans  are  made  by  the 
agencies  and  they  can  only  reduce  those 
already  made,  and  only  reduce  them 
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when  they  are  paid  off.  Total  volume 
can  only  be  reduced  at  a  rate — move  at  a 
slower  rate  if  the  Treasury  or  the  admin¬ 
istration  begins  to  taper  off  the  program. 

Mr.  MUSKIE.  I  understand  the  point 
the  Senator  is  making,  and  I  am  not  try¬ 
ing  to  distort  it.  Perhaps  I  can  put  it 
this  way :  I  believe  that  we  agree  on  what 
the  impact  of  this  will  be,  that  the  total 
of  direct  loans  outstanding,  outside  of 
those  involved  in  participation  pools 
which  have  been  sold,  will  be  the  figures 
which  I  have  indicated. 

Mr.  BENNETT.  But  those  involved  in 
participation  pools  have  to  be  sold.  They 
are  still  on  the  books. 

Mr.  MUSKIE.  That  is  another  argu¬ 
ment.  We  are  talking  now  about  the 
validity  of  figures  which  I  am  trying  to 
explain.  I  would  be  able  now,  and  at  a 
later  point,  to  get  into  a  discussion  of 
whether  there  have  been  sales  or  not, 
sales  of  the  paper  that  is  involved,  but 
we  are  now  talking  about  the  meaning 
of  the  figures  I  have  given.  I  have  tried 
to  make  that  clear.  I  am  not  interested 
in  trying  to  distort.  The  Senator  is 
right  when  he  says  that  the  paper  which 
makes  up  these  pools  will  continue  to  be 
obligations.  The  loans  will  continue  to 
be  serviced  by  the  agencies  which  hold 
them  and  will  continue  to  be  contingent 
liabilities  of  the  Government  in  the  way 
that  I  have  tried  to  describe.  But,  under 
these  pools,  participation  certificates  will 
have  been  sold.  No  one  has  said  today, 
on  this  side,  that  we  are  selling  paper. 
We  are  selling  certificates  in  the  partic¬ 
ipation  pools. 

Mr.  BENNETT.  That  is  right. 

Mr.  MUSKIE.  I  believe  that  point 
should  be  made  clear.  The  Senator  is 
right  when  he  says  that  would  be 
clear - 

Mr.  BENNETT.  It  is  clear  to  me. 

Mr.  MUSKIE.  And  I  hope  that  the 
Record  following  our  colloquy  will  make 
it  clear. 

Mr.  BENNETT.  I  appreciate  the  pa¬ 
tience  of  the  Senator  from  Maine.  I 
probably  should  not  have  interrupted 
him  at  the  point  that  I  did.  Later  on,  I 
should  like  to  return  to  this  same  issue 
and  develop  it  from  my  own  point  of 
view. 

Mr.  MUSKIE.  I  do  not  object  to  the 
interruptions.  May  I  say  to  the  Senator 
that  I  am  getting  educated  in  the  proc¬ 
ess.  I  think,  since  we  are  not  going  to 
get  to  a  vote  today,  any  colloquy  on  this 
subject  may  be  useful  to  Senators  who 
will  read  the  Record,  which  may  en¬ 
lighten  them  in  connection  with  the  vote 
when  it  comes. 

Mr.  BENNETT.  I  thank  the  Senator. 

Mr.  MUSKIE.  In  connection  with  the 
programs  to  be  affected  by  this  bill,  let 
me  mention  another  unfounded  criticism 
which  has  been  made.  It  goes  something 
like  this:  Selling  these  Federal  assets 
amounts  to  turning  over  worthwhile  pro¬ 
grams  to  the  profit-motivated  designs  of 
operators  in  the  private  money  markets. 

If  this  were  true,  we  would  be  well  ad¬ 
vised  not  only  to  look  askance  at  the 
legislation  before  us  but  also  to  rethink 
the  asset  sales  policy  of  the  last  10  years 
or  more.  But  this  charge  has  no  foun¬ 
dation  in  fact. 


Sales  of  pool  participants  would  not 
give  the  buyers  any  control  whatsoever 
over  the  programs  under  which  loans  are 
made. 

We  in  the  Congress  would  enact  the 
programs  and  maintain  control  over  the 
administering  agencies.  Further,  the 
agencies  responsible  for  administering 
the  lending  programs  would  retain  their 
responsibility. 

The  question  we  face  is  not  whether 
we  want  to  turn  control  of  Federal  lend¬ 
ing  programs  over  to  the  private  market. 
It  is  whether  we  want  programs  in  which 
we  have  a  keen  interest  to  become  in¬ 
creasingly  subject  to  the  fiscal  squeeze 
that  growing  demands  place  upon  the 
Federal  budget. 

There  have  also  been  charges  about 
“budget  gimmicery”  in  relation  to  the 
bill.  This  accusation  relates  to  the 
budget  treatment  of  assets  when  they 
are  sold. 

As  we  should  all  know,  the  sales  of  as¬ 
sets  are  treated  in  the  budget  as  negative 
expenditures,  rather  than  as  receipts. 
Those  who  level  the  charge  of  budget 
gimmicery  should  realize  that  this  pro¬ 
cedure  is  neither  something  new  with 
this  bill  nor  something  new  with  this  ad¬ 
ministration.  It  is  nothing  more  or  less 
than  the  conventional  budget  treatment 
given  the  entire  program  of  asset  sales 
dating  back  to  the  mid-1950’s  or  earlier. 

An  argument  against  the  method  of 
accounting  used  in  handling  asset  sales 
in  the  Federal  budget  is  less  an  argument 
against  this  bill  than  against  the  entire 
asset  sales  program  already  authorized 
by  Congress. 

We  have  at  hand  a  useful  technique 
which  broadens  the  bridge  between  the 
private  market  and  our  Federal  lending 
programs.  We  owe  it  to  the  taxpayers, 
to  the  many  people  who  need  the  assist¬ 
ance  our  credit  programs  can  provide 
and  to  the  private  enterprise  economy 
which  has  sustained  us  so  well  through¬ 
out  our  history  to  take  fullest  advantage 
of  the  vast  resources  of  the  private 
market. 

Let  me  close  by  quoting  from  the  Presi¬ 
dent’s  letter  transmitting  the  legislation 
to  us.  No  one  can  speak  more  force¬ 
fully  for  this  bill  than  the  President  him¬ 
self  : 

The  participation  sales  act  of  1966  will  per¬ 
mit  us  to  conserve  our  budget  resources  by 
substituting  private  for  public  credit  while 
still  meeting  urgent  credit  needs  in  the  most 
efficient  and  economical  manner  possible. 

It  will  enable  us  to  make  the  credit  market 
stronger,  more  competitive,  and  better  able 
to  serve  the  needs  of  our  growing  economy. 

But  above  all,  the  legislation  will  benefit 
millions  of  taxpayers  and  the  many  vital 
programs  supported  by  Federal  credit.  The 
act  will  help  us  move  this  Nation  forward  and 
bring  a  better  life  to  all  the  people. 

Mr.  WILLIAMS  of  Delaware.  I  wish 
to  ask.  if  the  Senator  does  not  feel  that 
this  method  of  financing  will  cost  sub¬ 
stantially  more  to  the  American  taxpay¬ 
er  than  the  ordinary  way  of  borrowing 
by  floating  bond  issues. 

Mr.  MUSKIE.  I  have  explained  that 
in  my  prepared  statement.  It  would 
cost  more — I  suspect  there  would  be  a 
difference  between  us  as  to  just  how 
much  more — through  the  use  of  partici¬ 


pation  sales  than  by  direct  Treasury  bor¬ 
rowing  ;  but  I  point  out  that  this  method 
has  been  in  effect  since  the  mid-1950’s, 
and  we  have  decided  that  it  is  desirable  in 
order  to  reduce  the  commitment  of  pub¬ 
lic  money  to  these  loan  programs. 

Mr.  WILLIAMS  of  Delaware.  If  the 
Senator  from  Maine  will  yield  further,, 
has  he  changed  his  mind  since  1959? 
At  that  time  we  had  up  before  the  Senate 
a  resolution  which  condemned  the  sale 
of  mortgages  in  this  way.  At  that  time 
I  notice  that  the  Senator  from  Maine 
supported  the  resolution  condemning  this 
very  practice  on  the  ground  that  it  rep¬ 
resented  an  unnecessary  cost  to  the  tax¬ 
payers.  I  am  wondering  why  the  Senator 
has  had  a  change  of  heart  since  that 
time. 

Mr.  MUSKIE.  I  am  glad  to  reply  to 
the  Senator.  He  is  correct  if  he  says 
that  my  stand  in  1959  as  compared  with 
at  this  time  is  a  record  of  inconsistency, 
but  I  merely  point  out  that,  on  the  SBA 
measure  which  was  before  this  body 
earlier  this  year,  there  was  a  record  of 
inconsistency  on  both  sides.  I  recall  that 
on  the  vote  in  1959  the  vote  on  the  Sena¬ 
tor’s  side  of  the  aisle  was  29  to  3  against 
the  position  of  the  Senator  from  Dela¬ 
ware.  The  Senator  from  Delaware  was 
able  to  convince  only  three  Senators  on 
his  side  of  the  aisle  as  to  the  merits  of 
voting  as  he  voted. 

I  think  it  is  interesting  to  indicate 
that  the  Senator  from  Delaware  had 
nothing  to  say  on  that  proposal.  Wheth¬ 
er  his  silence  at  that  time  in  comparison 
with  his  discussion  this  afternoon  is  in¬ 
consistent  is  for  him  to  decide. 

I  may  point  out  that  in  1959  I  had 
grave  reservations  about  this  particular 
device,  although  there  was  a  difference 
in  the  amount,  but  the  same  fundamental 
question  was  involved.  I  am  not  quib¬ 
bling  over  the  difference  as  long  as  the 
Senator  does  not  quibble  over  it.  If 
neither  one  of  us  quibbles  over  the  differ¬ 
ences,  then  I  will  say  I  had  grave  reserva¬ 
tions  in  1959.  Since  that  time  I  have 
become  convinced  that  the  growing  loan 
money  in  the  Government’s  portfolio  of 
direct  loans  is  a  problem  which  must  be 
dealt  with. 

I  am  persuaded  that  I  was  wrong  with 
respect  to  the  fundamental  objective 
then  and  that  my  position  now  is  right. 
Since  the  present  administration  is  a 
Democratic  administration,  and  the  one 
involved  at  that  time  was  a  Republican 
administration,  I  can  probably  be  accused 
of  inconsistency  directly  attributed  to 
party  loyalty,  but  that  is  not  the  case. 
I  have  become  convinced  as  a  matter  of 
merit. 

Mr.  WILLIAMS  of  Delaware.  I  feel  at 
this  time,  as  I  did  in  1959  under  a  Repub¬ 
lican  administration,  that  this  is  not  the 
proper  way  to  finance  the  Federal  Gov¬ 
ernment.  I  so  voted  at  the  time,  as  the 
Senator  knows,  and  I  shall  vote  in  the 
same  manner  this  time. 

Mr.  MUSKIE.  But  the  Senator  did  not 
oppose  it  very  vigorously  then. 

Mr.  WILLIAMS  of  Delaware.  I  said 
it  with  the  greatest  vigor  I  know  how — 
by  a  “no”  vote. 

Mr.  MUSKIE.  If  the  Senator  from 
Delaware  will  confine  himself  to  the 
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same  kind  of  opposition  at  this  time,  and 
vote  “no” - 

Mr.  WILLIAMS  of  Delaware.  The 
Senator  from  Maine  is  making  an  elo¬ 
quent  argument.  If  he  likewise  will 
vote  “no”  I  would  be  willing  to  have  him 
forego  his  oratory. 

Mr.  MUSKIE.  Is  the  Senator  ready  to 
go  to  a  vote  this  afternoon? 

Mr.  WILLIAMS  of  Delaware.  If  we 
can  win.  I  am  always  ready  to  go  to  a 
vote  when  I  think  we  have  the  votes. 
The  man  who  is  now  in  the  White  House 
then  led  the  fight  as  a  Senator  against 
this  same  procedure.  It  was  argued 
then  that  this  was  an  expensive  way  to 
finance  the  debt,  that  it  was  confusing, 
and  that  it  was  a  way  to  dodge  and  avoid 
showing  what  the  true  deficit  was.  I 
agreed  with  Mr.  Johnson  at  that  time. 
I  agreed  with  him  that  the  purpose  was 
to  try  to  camouflage  from  the  American 
people  the  true  deficit.  The  only  differ¬ 
ence  is  that  in  1959  we  were  under  a 
Republican  administration,  and  today 
we  are  under  a  Democratic  administra¬ 
tion.  But  it  is  still  wrong.  I  wish  the 
Senator  from  Maine  would  follow  that 
same  argument  which  his  party  ad¬ 
vanced  in  1959,  and  let  us  defeat  it 
overwhelmingly. 

Mr.  MUSKIE.  The  then  majority 
leader  was  not  persuasive  with  29  Mem¬ 
bers  who  voted  on  the  other  side  of  the 
position  taken  by  the  Senator  from  Dela¬ 
ware  in  1959.  Those  Senators  were  not 
persuaded  by  the  position  of  the  Senator 
from  Delaware  until  the  Small  Business 
Administration  bill  came  to  this  body  a 
few  weeks  ago.  So  there  is  a  record  of 
inconsistency  on  both  sides  of  the  aisle; 
almost  100  percent. 

Mr.  WILLIAMS  of  Delaware.  No,  not 
quite.  I  voted  against  this  proposal  in 
1959  and  will  vote  against  it  again  today. 

Mr.  MUSKIE.  Let  us  get  it  straight. 

Mr.  WILLIAMS  of  Delaware.  I  am 
hoping  that  merely  because  this  method 
is  now  proposed  by  a  Democratic  Presi¬ 
dent,  Members  of  the  Senate  on  that 
side  of  the  aisle  will  not  all  click  their 
heels  and  follow  what  the  President 
wants.  I  hope  they  will  examine  the 
merits  of  this  measure  and  realize  that 
there  is  no  difference  fundamentally  be¬ 
tween  what  the  issue  was  in  1959  and 
what  it  is  now.  As  an  example  of  what 
it  is  costing,  it  has  been  brought  out 
that  the  American  taxpayers  will  have 
to  pay  one-half  of  1  percent  additional  in 
interest  rates. 

Mr.  MUSKIE.  May  I  just  make  a 
reply  to  what  the  Senator  has  just  said? 

Mr.  WILLIAMS  of  Delaware.  Yes. 

Mr.  MUSKIE.  I  would  urge  the  Sen¬ 
ator,  if  consistency  is  the  objective  for 
which  he  now  argues,  to  persuade  the 
colleagues  on  his  side  of  the  aisle  to 
prove  their  consistency. 

Mr.  WILLIAMS  of  Delaware.  I  am 
not  dealing  with  consistency.  We  are 
debating  a  $33  billion  sale  of  Govern¬ 
ment  assets.  When  the  Senator  from 
Maine  said  that  Senators  have  changed 
their  positions  100  percent,  I  point  out 
that  I  have  not  changed  my  position 
today. 

Mr.  MUSKIE.  I  suggest  it  is  incon¬ 
sistent  that  when  there  is  a  Republican 
administration  in  office,  the  Senator 


from  Delaware  is  strangely  silent,  and 
merely  casts  a  “no”  vote,  as  he  did  in 
1959;  and  yet  today  he  is  articulate  on 
the  subject.  I  say  that  is  being  incon¬ 
sistent. 

Mr.  WILLIAMS  of  Delaware.  If  the 
Senator  will  look  at  the  remai'ks  I  made 
at  that  time  he  will  see  that  when  the 
Secretary  was  before  the  Finance  Com¬ 
mittee  I  joined  the  chairman  of  our  com¬ 
mittee  and  condemned  the  Secretary 
of  the  Treasury  for  endorsing  exactly 
what  the  Johnson  adminstration  now 
proposes.  The  Secretary  was  before  our 
committee  to  request  an  increase  in  the 
national  debt  ceiling.  The  amounts  are 
different,  but  the  principle  is  the  same. 
The  amount  involved  was  $335  million. 

Mr.  MUSKIE.  There  is  no  quarrel 
with  that - 

Mr.  WILLIAMS  of  Delaware.  Here 
we  are  dealing  with  $33  billion.  So 
there  is  a  difference  there. 

Mr.  MUSKIE.  May  I  say  to  the  Sen¬ 
ator  on  that  point  that  it  was  not  just 
$335  million  involved  in  1959.  The  ad¬ 
ministration  had  authority  to  deal  with 
much  more  money. 

Mr.  WILLIAMS  of  Delaware.  I  agree 
with  that. 

Mr.  MUSKIE.  So  if  we  are  going  to 
talk  about  this,  let  us  not  talk  about 
$335  million.  Let  us  talk  about  whether 
the  same  kind  of  contention  was  made 
in  1959.  I  do  not  have  that  figure,  but 
it  was  several  billion  dollars. 

Mr.  WILLIAMS  of  Delaware.  I  agree 
as  to  authority. 

Mr.  MUSKIE.  The  Senator  is  talk¬ 
ing  about  the  authorization  figure.  I 
said  on  the  floor  we  were  talking  about 
$4.7  billion  for  fiscal  1967,  a  part  of  which 
would  be  covered  under  existing  au¬ 
thorization  without  the  need  for  the 
passage  of  this  bill.  We  are  not  talking 
about  $33  billion.  If  the  Senator  wants 
to  talk  about  $335  million  we  will  talk 
about  that  also  and  not  about  $33  bil¬ 
lion,  but  that  part  of  the  $4.7  billion  we 
were  discussing  for  1967. 

Mr.  WILLIAMS  of  Delaware.  Thirty- 
three  billion  dollars  is  in  the  figure. 

Mr.  MUSKIE.  It  is  not  the  figure  I 
quoted.  I  have  not  used  that  figure. 

Mr.  WILLIAMS  of  Delaware.  I  have, 
but  whether  it  be  $335  million  or  $33  bil¬ 
lion  we  have  substantially  the  same 
principle.  It  is  not  identical,  but  it  is 
substantially  the  same  principle  in¬ 
volved. 

Mr.  MUSKIE.  That  is  one  point  on 
which  we  agree  thus  far  in  the  colloquy. 

Mr.  WILLIAMS  of  Delaware.  I  was 
voting  against  it  in  1959,  and  I  shall  vote 
against  it  this  time. 

I  agree  fully  with  what  the  then  ma¬ 
jority  leader,  the  man  who  is  now  in  the 
White  House,  said  at  that  time.  It  was 
argued  then  that  it  was  a  method  of 
camouflaging  a  direct  deficit.  Under  the 
Eisenhower  administration  it  was  such  a 
vehicle,  and  today  it  is  the  same  camou¬ 
flage  multiplied  tenfold. 

Mr.  MUSKIE.  To  complete  the  rec¬ 
ord  on  the  inconsistency  issue,  I  have 
before  me  a  record  of  the  vote  on  the  sale 
of  participations  in  the  SBA  loan.  On 
the  vote  to  recommit,  26  Republicans 
voted  “yea” — which  I  interpret,  since  we 
agree  that  the  1959  issue  is  fundamen¬ 


tally  the  same  as  this  issue — there  were 
26  Republican  “yeas”  contrasted  with  29 
Republican  votes  on  the  other  side  of  the 
issue  in  1959.  There  were  no  Republican 
“nays”  on  this  vote  on  the  SBA  loan  pool. 

I  admit  my  own  inconsistency  and  I 
undertook  to  explain  that.  My  credi¬ 
bility  on  that  point  may  not  satisfy  the 
Senator  from  Delaware  any  more  than  I 
can  help  entertain  such  reasons  for  his 
silence  in  1959,  which  is  in  some  contrast 
to  his  figures  articulated  here  this  after¬ 
noon. 

Mr.  WILLIAMS  of  Delaware.  The 
Senator  will  admit  in  1959,  on  vote  No. 
177,  taken  on  August  20,  1959 - 

Mr.  MUSKIE.  The  Senator  voted 
“no.” 

Mr.  WILLIAMS  of  Delaware.  I  was 
joined  in  that  “no”  vote  by  the  Senator 
from  Maine  and  the  Senator  from  Texas, 
Mr.  Johnson,  along  with  100  percent  of 
the  Members  on  his  side — I  do  not  believe 
any  of  them  voted  the  other  way.  We 
voted  for  the  resolution  to  condemn  this 
practice  as  an  unsound  and  misleading 
method  of  camouflaging  the  true  deficit. 
It  does  not  represent  “truth  in  Govern¬ 
ment.” 

Mr.  MUSKIE.  Does  the  Senator  con¬ 
demn  those  on  his  side  of  the  aisle  who 
are  inconsistent  in  1966 - 

Mr.  WILLIAMS  of  Delaware.  I  am 
not  condemning  anyone. 

Mr.  MUSKIE.  With  their  votes  in 
1959? 

Mr.  WILLIAMS  of  Delaware.  We  are 
not  censuring  Members  of  the  Senate. 

Mr.  MUSKIE.  Would  the  Senator 
chastize  them  the  same  way  he  did  the 
President  of  the  United  States? 

Mr.  WILLIAMS  of  Delaware.  No.  I 
am  merely  stating  the  record.  Perhaps 
they  had  a  change  of  heart. 

Mr.  MUSKIE.  Other  Senators  have, 
and  that  seems  to  be  a  virtue  on  this 
issue. 

The  Senator  from  Delaware  may  stand 
as  the  only  Senator  on  this  issue  when 
the  vote  is  over. 

Mr.  WILLIAMS  of  Delaware.  No. 
For  example,  there  is  a  member  of  the 
committee  who  filed  minority  views  on 
this  same  bill  who  was  consistent 
through  the  vote. 

Mr.  MUSKIE.  I  am  for  consistency, 
when  it  is  a  virtue. 

Mr.  WILLIAMS  of  Delaware.  The 
Senator  from  South  Carolina  signed  the 
minority  views  against  the  bill.  He 
voted  similarly  in  1959. 

Mr.  MUSKIE.  So  we  are  going  to 
have  two  consistent  Senators  when  this 
vote  is  over. 

Mr.  WILLIAMS  of  Delaware.  1 
pointed  out  that  this  bill  will  cost  one- 
half  percent  more  in  interest  charges  to 
the  taxpayers.  Since  that  time  author¬ 
ity  to  sell  the  SBA  notes  has  passed  and 
a  block  of  FNMA  mortgages  have  been 
sold  at  a  cost  of  six-tenths  of  1  percent 
more  to  finance.  That  means,  if  there 
are  sold  another  $8  billion  it  is  going  to 
cost  the  American  taxpayers  several  mil¬ 
lion  dollars  more  to  finance  the  Federal 
Government  than  it  would  if  it  were 
done  in  the  normal  manner.  At  the 
same  time  this  would  reduce  the  true 
amount  of  the  deficit. 
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Mr.  MUSKIE.  Mr.  President,  we  are 
departing  a  little  bit  from  where  we  were 
in  my  speech  when  we  engaged  in  this 
colloquy,  but  it  is  interesting  to  pursue 
the  points  raised  by  the  Senator  from 
Delaware. 

I  indicated  earlier  in  colloquy  that  the 
Senator  and  I  would  undoubtedly  dis¬ 
agree  as  to  the  cost  of  the  program.  I* 
base  that  comment  on  the  table  which 
he  put  in  the  Record  in  the  course  of  the 
debate  on  the  SB  A  program. 

Mr.  WILLIAMS  of  Delaware.  The 
Senator  is  correct. 

Mr.  MUSKIE.  In  that  table  he  under¬ 
took  to  compare  actual  costs  of  FNMA, 
participation  with  the  interest  rate  on 
outstanding  treasuries. 

I  am  assured  by  the  Treasury  that  if 
there  had  been  no  offerings  of  treasuries 


at  that  time,  in  the  unsettled  state  of  the 
market,  those  rates  would  have  been 
higher  than  those  in  the  table  of  the  Sen¬ 
ator  from  Delaware. 

I  have  two  tables  and  I  would  be  glad 
to  put  them  in  the  Record  so  that  the 
Senator  from  Delaware  may  digest  them 
between  now  and  the  next  time  this  mat¬ 
ter  is  taken  up. 

I  have  a  table  on  yields  on  selected 
issues  of  securities,  based  on  market 
prices  of  April  29,  1965.  The  source  is 
the  Morgan  Guaranty  Trust  Co.  Bond 
Department. 

Mr.  President,  I  ask  unanimous  con¬ 
sent  that  these  figures  may  be  inserted 
in  the  Record  at  this  point. 

There  being  no  objection,  the  table 
was  ordered  to  be  printed  in  the  Record, 
as  follows : 


Yields  on  selected  issues  of  securities,  based  on  market  prices,  Apr.  29,  1965 


[In  percent  per  annum] 


Direct  obligations 

FNMA  participation  certificates 

Yield  to 

Yield  to 

Maturity  date 

Coupon  rate 

maturity 

Maturity  date 

Issue  yield 

maturity 

at  bid  price 

at  bid  price 

Nov.  15,  1967 _ 

iVa 

i  4. 96 

Apr.  1,  1967 _ 

5.40 

5.12 

Aug.  15,'  1971 _ 

4 

4.88 

Apr.  1,  1971 _ 

5.50 

4.  99 

Aug.  15'  1973  _ 

4 

4.  87 

Apr.  1,  1973 _ 

5.  50 

5.03 

Feb.  15,'  1980 _ 

4 

4.68 

Apr-  1,  1981 _ 

5.25 

5.  07 

1  When  issued. 

Source:  Morgan  Guaranty  Trust  Co.,  bond  department. 

Mr.  MUSKIE.  On  short-term  treas¬ 
uries,  the  coupon  rate  for  securities  with 
a  maturity  date  of  November  15,  1967, 
was  4y8,  and  the  yield  to  maturity  at  the 
bid  price  was  4.96.  That  is  short-term 
securities. 

On  participation  securities,  from  1967 
to  1981,  the  issue  yields  were  5.4,  5.5,  and 
5.25,  but  the  yield  to  maturity  at  market 
prices  for  comparable  securities  was  5.12, 
4.99,  5.03,  and  5.07,  compared  with  the’ 
4.96  on  short-term  treasuries. 

Mr.  WILLIAMS  of  Delaware.  Mr. 
President,  will  the  Senator  yield? 

Mr.  MUSKIE.  The  Senator  may  look 
at  those  tables. 

Mr.  WILLIAMS  of  Delaware.  Mr. 
President,  will  the  Senator  yield  on  that 
point  with  regard  to  the  table? 

Mr.  MUSKIE.  I  yield. 

Mr.  WILLIAMS  of  Delaware.  What 
yield  did  they  have  quoted  for  bonds  ma¬ 
turing  in  1980  and  1981? 

Mr.  MUSKIE.  4.68  on  Treasuries. 

Mr.  WILLIAMS  of  Delaware.  That  is 
correct. 

Mr.  MUSKIE.  On  FNMA  participa¬ 
tion  certificates — 5.07  percent. 

Mr.  WILLIAMS  of  Delaware.  That  is 
a  difference  of  0.7  on  the  longest  and 
about  0.4  on  the  short  terms. 

Mr.  MUSKIE.  But  treasuries  cannot 
be  issued  on  the  long  term. 


Mr.  WILLIAMS  of  Delaware.  Now  we 
are  getting  to  the  point  at  issue. 

Mr.  MUSKIE.  It  is  a  point  that  I  am 
not  trying  to  dodge. 

Mr.  WILLIAMS  of  Delaware.  There 
is  a  legal  ceiling  of  414  percent  on  Gov¬ 
ernment  bonds  maturing  beyond  5  years. 
The  administration,  under  the  guise  that 
it  is  promoting  cheaper  interest  rates, 
does  not  want  to  ask  Congress  to  remove 
this  artificial  ceiling  so  they  are  in  ef¬ 
fect  selling  only  short-term  Government 
bonds.  Not  only  is  this  monetizing  the 
debt,  but  it  is  costing  more  than  if  they 
would  repeal  that  ceiling  and  sell  in 
normal  channels. 

Under  this  bill  they  can  dodge  this 
ceiling  and  sell  15-  and  20-year  partici¬ 
pation  certificates.  Thus  they  get 
around  the  ceiling  on  interest  rates  and 
get  around  the  responsibility  of  report¬ 
ing  the  true  deficit,  but  as  far  as  the 
taxpayer  is  concerned  they  are  paying 
5.60  percent  interest. 

Mr.  MUSKIE.  The  increased  cost  is 
also  involved  in  the  direct  sale  of  assets 
which  President  Eisenhower  in  several 
budget  messages  urged  upon  Congress, 
and  which  the  minority  in  the  House 
Ways  and  Means  Committee  in  1963 
urged  upon  the  Congress. 

They  were  not  concerned  about  the 
4  y4 -percent  ceiling.  They  urged  direct 


sale  of  these  direct  loans  to  avoid  in¬ 
creasing  the  debt  ceiling. 

This  was  the  argument  made  by  the 
minority  in  the  House  of  Representa¬ 
tives. 

The  minority  spoke  for  both  sides  of 
Congress.  It  was  a  different  tone.  I 
shall  read  from  the  minority  views  of  the 
House  Ways  and  Means  Committee  re¬ 
port,  88th  Congress,  1st  session — May 
1963 — to  provide  temporary  increases  in 
public  debt  limit. 

The  administration  also  can  always  re¬ 
duce  its  borrowing  requirements  by  addi¬ 
tional  sales  of  marketable  Government  as¬ 
sets. 

For  example,  when  the  Secretary  of  the 
Treasury  was  before  the  committee  on  Feb¬ 
ruary  27,  we  suggested  that  it  was  incumbent 
upon  the  administration  to  show  “good 
faith”  before  coming  to  the  Congress  for 
an  additional  increase  in  borrowing  au¬ 
thority.  We  pointed  out  that  the  Govern¬ 
ment  held  about  $30  billion  in  loans,  many 
of  which  were  readily  marketable.  In  fact, 
there  was  a  very  good  market  for  many  of 
these  loans.  Instead  of  increasing  its  offer¬ 
ing  of  these  loans  to  private  lenders,  the  ad¬ 
ministration  was  then  acting  on  the  sup¬ 
position  that  the  Congress  would  automati¬ 
cally  accede  to  a  request  for  an  increase  in 
its  borrowing  authority. 

The  Senator  from  Delaware  said  ear¬ 
lier  the  proposal  in  1959  and  this  pro¬ 
posal  were  fundamentally  alike;  that 
they  involved  direct  sale  of  Government 
paper,  but  they  are  fundamentally  alike. 

We  can  say  that  the  admonition  given 
to  the  administration  by  the  minority  of 
the  House  Ways  and  Means  Committee 
in  May  1963  supports  this  legislation. 
That  report  was  signed  by  the  follow¬ 
ing  members  of  the  minority:  John  W. 
Byrnes,  Howard  H.  Baker,  Thomas  B. 
Curtis,  Victor  A.  Knox,  James  B.  Utt, 
Jackson  E.  Betts,  Bruce  Alger,  Steven 
B.  Derounian,  Herman  T,  Schneebeli, 
Harold  R.  Collier. 

There  has  been  no  attempt  to  describe 
this  as  not  involving  some  cost.  Of 
course,  it  involves  cost,  just  as  direct 
sales  involve  cost.  Does  this  mean  we 
should  hang  onto  these  loans  forever 
and  never  attempt  to  sell  them  on  the 
market,  because  they  involve  some  cost 
to  the  Treasury  to  free  these  public 
moneys  for  use  in  other  desirable  pro¬ 
grams?  Of  course  it  involves  cost.  The 
Senator  from  Delaware  and  I  disagree 
up  to  this  point  on  what  that  cost  is. 

The  Senator  has  placed  his  figures  in 
the  Record  and  I  have  submitted  some. 
I  now  offer  another  table  and  ask  unani¬ 
mous  consent  that  it  be  included  in  the 
Record.  I  invite  the  Senator’s  examina¬ 
tion  of  this  table. 

There  being  no  objection,  the  table 
was  ordered  to  be  printed  in  the  Record, 
as  follows: 
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Yield  differentials— Dealer  quotes  on  FNMA  participation  certificate  issue  of  Apr.  4,  1966, 
and  direct  Treasury  issues  for  Apr.  22,  1966 


FNMA  participation  certificates 

Treasury 
issues — 
market 
yields 

Participation 
certificates — 
Treasury 
yields, 
spread 

Maturity  dates 

Coupon 

rates 

Market 

yields 

Apr.  1,  1967 _ _ _ 

5. 40 

5.270 

4. 87 

0. 40 

Apr.  1,  1968 _ 

5.  45 

5. 140 

4.89 

.25 

Apr.  1,  1969 _ 

5.  50 

5.  260 

4.  89 

.37 

Apr.  1,  1970 _ 

5.  50 

5.050 

4.  85 

.20 

Apr.  1,  1971 _ _ _ 

5.  50 

5. 120 

4.  82 

.30 

A  nr.  1,  1972 _ 

5.  50 

5.  095 

4.  87 

.23 

Apr.  1,  1973 _ 

5.  50 

5. 120 

4.  87 

.25 

Apr.  1,  1974 _ _ _ _ _ 

5.  50 

5.130 

4.  83 

.30 

Apr.  1,  1975 _ 

5.  50 

5.145 

4.  77 

.37 

Apr.  1,  1976 _ 

5.  45 

5.085 

4.  75 

.33 

Apr-  1,  1977 _ _ _ _ _ 

5.  45 

5.085 

4.  74 

.34 

Apr.  1,  1978 _ _ _ 

5.  40 

5.075 

4.72 

.36 

Apr.  1,  1979 _ _ _ _ 

5.  35 

5.085 

4.71 

.37 

Apr.  1,  1980 _ 

5.  30 

5.075 

4.  70 

.38 

Apr.  1,  1981 _ _ _ _ _ 

5.  25 

5.  060 

4.69 

.37 

Average _ _  _ _ _ _ _ 

.32 

Note.— Market  yields  shown  are  calculated  from  the  mean  of  bid  and  asked  price  quotations.  Treasury  market 
yields  are  interpolated  from  calculated  yields  on  specific  issues  for  various  dates. 


Source:  Office  of  the  Secretary  of  the  Treasury,  Office  of  Debt  Analysis,  May  2,  1966. 


Mr.  MUSKIE.  Mr.  President,  it  is  im¬ 
portant  to  nail  down  the  cost.  It  is  im¬ 
portant  that  we  not  minimize  it  and  that 
we  not  exaggerate  it.  I  have  no  desire 
to  distort  the  record  on  this  issue.  I  be¬ 
lieve  that  when  the  record  is  clear  and 
when  the  Senator  and  I  fully  understand 
our  opposing  points  of  view,  he  and  I  are 
going  to  disagree  as  to  its  wisdom. 
Nevertheless,  I  think  it  should  be  clear. 

There  is  an  additional  cost.  We  can 
agree  on  that  point,  which  is  the  second 
point  we  have  agreed  on  this  afternoon. 
How  much  that  cost  will  be  is  the 
question. 

Mr.  WILLIAMS  of  Delaware.  Mr. 
President,  will  the  Senator  yield? 

Mr.  MUSKIE.  I  yield. 

Mr.  WILLIAMS  of  Delaware.  The 
Senator  is  correct  about  the  minority 
views  that  were  filed  in  1959,  and  I  am 
familiar  with  them.  But  that  does  not 
mean  that  I  agree  with  those  views. 

When  this  question  was  before  the 
Committee  on  Finance,  the  chairman  of 
the  committee,  the  former  senior  Senator 
from  Virginia,  Mr.  Byrd,  led  the  fight 
against  this  proposal,  and  I  joined  him  at 
that  time,  as  the  record  will  show,  in  con¬ 
demning  it.  I  did  not  go  along  with  the 
minority  views  when  they  were  before 
the  committee,  and  the  Senator  from 
Virginia  led  this  argument. 

I  still  say  that  there  may  be  arguments 
on  both  sides,  but  I  still  feel,  as  I  did  in 
1959,  that  this  is  not  the  proper  way  to 
finance  the  Federal  debt.  We  both  agree 
that  it  is  going  to  be  more  expensive. 
I  will  admit  that  neither  of  us  can  pro¬ 
ject  into  the  future  and  tell  exactly  what 
the  higher  cost  will  be.  All  we  can  do  is 
to  look  at  what  happened  in  the  past. 

The  one  sale  to  which  I  referred  per¬ 
haps  was  higher  than  the  average,  but 
that  one  sale  averaged  better  than  one- 
half  of  1  percent.  Perhaps  later  this  will 
come  closer  to  one-quarter  of  a  percent, 
as  the  Secretary  of  the  Treasury  pro¬ 
jected.  No  one  knows.  But  why  pay 
this  one-quarter  of  1  percent  when  it  is 
not  necessary?  That  is  the  point  I  am 
making.  One-quarter  of  1  percent  is 
$214  million  for  each  billion  dollars,  and 
if  the  Government  sells  $8  billion  worth 
of  bonds  it  is  putting  out  $20  million  a 


year.  Why  pay  this  extra  interest?  The 
money  goes  to  no  source  except  the  bank¬ 
ing  industry.  There  is  no  advantage  in 
this  situation  to  the  taxpayers,  and  it  is 
an  unnecessary  cost. 

In  addition,  the  American  people  are 
given  a  false  sense  of  security  by  being 
led  to  believe  that  the  Government  is  op¬ 
erating  and  paying  for  the  cost  of  all 
these  Great  Society  programs  without 
creating  a  deficit.  We  are  creating  a 
deficit.  The  Senator  will  admit,  I  am 
sure,  that  if  we  sell  $1  billion  of  these 
bonds  under  this  formula  it  will  reduce 
the  reported  deficit  to  the  American  peo¬ 
ple  by  exactly  that  same  amount;  it  will 
reduce  the  amount  of  the  national  debt 
by  that  much  as  is  reported  to  the  public. 

Mr.  MUSKIE.  To  the  best  of  my 
knowledge,  all  of  the  obligations  of  the 
Federal  Government  never  have  been 
totally  reflected  in  the  figures  in  the  na¬ 
tional  debt. 

In  connection  with  the  FHA,  there  is  a 
contingent  liability,  which  we  are  not 
worried  about,  because  the  FHA-guar- 
anteed  loans  have  been  good.  The  de¬ 
fault  experience  has  been  good.  Never¬ 
theless,  it  is  an  obligation. 

If  the  Senator  wants  to  be  technical 
about  it,  the  Government  sold  this  paper 
directly  all  during  the  administration  of 
President  Eisenhower.  That  had  the 
same  effect.  As  a  matter  of  fact,  the 
purpose  of  the  $335  million  proposal  in 
1959  was  to  reduce  the  impact  on  the 
Federal  debt  ceiling.  The  Senator  knows 
this. 

Mr.  WILLIAMS  of  Delaware.  The 
Senator  misunderstood  my  question. 
Perhaps  I  did  not  state  it  clearly.  My 
question  is;  Does  not  the  Senator  agree 
with  me  that  to  the  extent  that  bonds 
were  sold  under  this  formula  or  under 
the  formula  used  by  the  other  admin¬ 
istration — I  am  not  distinguishing  be¬ 
tween  them — for  each  $1  billion  we  sell 
it  would  have  the  net  effect  of  reducing 
by  exactly  that  much  the  deficit  as  it  is 
reported  at  the  end  of  the  fiscal  year? 
It  also  reduces  the  necessity  of  increas¬ 
ing  the  national  debt  by  that  much. 
That  is  the  point.  Whether  we  sell  $1 
million  worth,  $1  billion  worth,  or  $10 
billion  worth,  the  reported  national 


deficit  of  the  Government  is  reduced.  Is 
that  not  true? 

Mr.  MUSKIE.  Let  me  describe  the 
other  side  of  the  situation;  then  I  will 
answer  the  Senator’s  question. 

When  the  loans  are  made,  and  when 
appropriation  is  made  for  them,  the  total 
amount  is  included  as  expenditures. 

Mi'.  WILLIAMS  of  Delaware.  That  is 
true. 

Mr.  MUSKIE.  Even  so,  it  is  a  capital 
expenditure,  although  it  is  going  to  be 
repaid. 

So  if  it  is  proper  to  include  the  amount 
as  an  operating  expenditure  when  it  is 
made,  it  is  appropriate  to  give  a  credit 
against  that  expenditure  when  it  is  sold 
as  it  is  under  this  bill. 

Mr.  WILLIAMS  of  Delaware.  I  am  not 
questioning  the  propriety  of  the  method. 
I  am  merely  trying  to  get  it  straight. 

Mr.  MUSKIE.  I  believe  I  can  set  the 
record  a  little  straighter  this  way  than 
by  answering  the  Senator’s  question 
“Yes”  or  “No.” 

Mr.  WILLIAMS  of  Delaware.  If  the 
Senator  were  to  answer  the  question  he 
would  agree  with  me  that  the  only  an¬ 
swer  he  could  give  would  be  “Yes,”  that 
the  reported  deficit  of  the  Government 
is  reduced  by  the  exact  amount  by  which 
the  bonds  are  to  be  sold. 

Mr.  MUSKIE.  I  do  not  think  the 
dficit  will  be  reduced.  It  will  be  offset 
by  the  receipt  of  an  asset. 

Mr.  WILLIAMS  of  Delaware.  Now  we 
are  in  complete  agreement.  The  deficit 
would  not  be  reduced  1  penny  although 
it  would  appear  to  be  when  reported  by 
the  administration. 

Mr.  MUSKIE.  We  are  not  in  agree¬ 
ment  as  to  the  words  and  the  emphasis 
the  Senator  uses. 

Mr.  WILLIAMS  of  Delaware.  The 
Senator  spoke  my  thoughts  better  than 
I  could. 

Mr.  MUSKIE.  I  could  not  do  that. 

Mr.  WILLIAMS  of  Delaware.  I  agree 
that  it  does  not  reduce  the  deficit.  It 
merely  covers  up  the  amount  of  the 
deficit  so  that  the  American  people  will 
not  know  the  true  deficit.  In  other- 
words,  if  there  is  a  $5  billion  deficit  nor¬ 
mally,  and  an  extra  $5  billion  of  bonds 
is  sold,  a  balanced  budget  can  be  reported 
under  this  system.  That  is  misleading 
the  American  people. 

Mr.  SALTONSTALL.  Mr.  President, 
will  the  Senator  yield,  partly  for  a  ques¬ 
tion  and  partly  for  an  observation? 

Mr.  MUSKIE.  I  yield. 

Mr.  SALTONSTALL.  I  recently 
joined  in  the  debate  on  this  problem 
with  relation  to  small  business.  With¬ 
out  going  into  a  long  discussion  at  this 
time,  I  invite  the  Senator’s  attention  to 
S.  1013,  a  bill  which  I  introduced  and 
which  the  Senate  passed  several  months 
ago.  Although  the  bill  has  been  passed 
by  the  Senate,  it  has  been  held  up  in  the 
House  Ways  and  Means  Committee,  be¬ 
cause  the  Treasury  Department  is  not 
in  favor  of  it. 

I  believe  the  bill  is  of  value  because  it 
affords  an  opportunity  to  know  what  the 
full  debt — the  full  liability  of  the  Gov¬ 
ernment — of  the  Government  may  be. 

The  statutory  debt,  as  the  Senator 
knows,  is  approximately  $320  billion.  I 
invite  the  Senator’s  attention  to  that  un- 
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disclosed  or  unreported  debt.  I  cite  only 
two  or  three  examples,  because  I  do  not 
want  to  burden  the  Record  with  many. 

As  of  June  30,  1962,  the  total  loans 
guaranteed  or  insured  by  the  Govern¬ 
ment  agencies  amounted  to  $60,792  mil¬ 
lion,  and  they  had  on  hand  to  offset  that 
$725  million. 

That  is  one  set  of  figures  that  I  give 
the  Senator.  Then  on  the  annuity  and 
pension  systems  of  the  Civil  Service,  the 
Federal  Government,  as  of  March  7, 
1966,  had  an  acturial  deficit  of  $37,738 
million. 

Without  debating  the  merits  of  the  bill, 
which  I  did  debate  with  relation  to  the 
small  business  loans — which  involves  the 
same  principle — I  believe  that  we  should 
have  some  knowledge  periodically,  on 
either  a  semiannual  or  annual  basis,  of 
the  undisclosed  or  nonstatutory  debt  of 
the  Government.  This  debt  involves  a 
very  substantial  figure. 

The  Committee  on  Finance  reported 
the  bill  twice.  The  bill  was  passed  by 
the  Senate  twice.  I  hope  that  before 
this  session  of  Congress  is  concluded  the 
bill,  either  in  its  present  form  or  in  a 
different  form,  will  be  passed  by  Congress 
and  sent  to  the  President. 

This  would  give  the  people  of  the 
country  as  well  as  Members  of  Congress 
information  on  the  total  obligations  of 
the  Federal  Government. 

By  carrying  out  the  purpose  of  the  bill, 
we  would  increase  the  undisclosed  or 
nonstatutory  debt  of  the  Government. 
I  shall  not  argue  that  question  any  fur¬ 
ther  today.  However,  the  purpose  of  the 
bill  is  to  give  us  knowledge  of  the  debt. 
As  I  understand  it,  the  bill  that  the  Sen¬ 
ator  from  Maine  is  advocating  would  in¬ 
crease  the  undisclosed  and  unreported 
debt  of  the  Government. 

Mr.  MUSKIE.  Mr.  President,  S.  1013 
has  a  most  laudable  objective.  How¬ 
ever,  it  should  be  pointed  out  that  the 
kinds  of  programs  we  are  discussing 
with  respect  to  the  pending  bill  are  fully 
disclosed.  For  example,  the  Bureau  of 
the  Budget  each  year  issues  special 
Analysis  E,  a  14  page  booklet  disclosing 
the  Federal  credit  programs. 

On  the  very  first  page  appears  a  chart 
which  indicates,  over  the  period  from 
1956  to  1967,  the  annual  growth  of  direct 
loans  outstanding,  the  growth  in  the 
amount  of  new  commitments  made  each 
year  for  direct  loans  and  for  guaranteed 
and  insured  loans.  The  growth  indi¬ 
cated  for  the  guaranteed  loan  has  been 
sharper  and  larger  than  that  for  the 
direct  loan  program. 

Mr.  SALTONSTALL.  What  is  the 
total  figure? 

Mr.  MUSKIE.  The  total  figure  for 
commitments  for  1967,  which  is  an  esti¬ 
mate,  is  $36.3  billion. 

Mr.  SALTONSTALL.  That  certainly 
is  not  the  full  obligation  of  the  Federal 
Government. 

Mr.  MUSKIE.  On  page  57  of  that 
analysis  is  a  listing  of  all  of  the  outstand¬ 
ing  direct  loans  and  guaranteed  and  in¬ 
sured  loans  for  major  Federal  credit 
programs,  classified  by  agency  or  pro¬ 
gram.  In  that  table,  the  1967  estimate 
of  guaranteed  and  insured  loans  is  $108 
billion. 


Mr.  SALTONSTALL.  In  addition  to 
that,  the  nonstatutory  debt  of  the  Gov¬ 
ernment  includes  all  the  actuarial  defi¬ 
cits  relating  to  pensions  and  so  forth. 

Mr.  MUSKIE.  The  Senator  is  correct. 

Mr.  SALTONSTALL.  I  believe  we 
should  have  a  record  once  or  twice  a 
year  of  the  total  obligations  of  the  Gov¬ 
ernment. 

Mr.  MUSKIE.  I  believe  this  analysis 
is  such  a  record.  However,  the  Senate 
obviously  desires  it  in  a  different  form. 
I  would  have  no  objection  to  that. 

Mr.  SALTONSTALL.  I  desire  a  full 
report  which  would  include  all  actuarial 
deficits,  which  are  responsibilities  of  the 
Federal  Government. 

Mr.  MUSKIE.  I  understand  the  point 
of  the  Senator  and  I  would  agree. 

Mr.  SALTONSTALL.  I  debated  the 
same  question  with  relation  to  the  small 
business  loans  for  the  same  reason  that 
I  believe  the  Senator  is  now  advocating 
the  pending  bill,  to  give  the  Government 
a  chance  to  sell  to  banks  and  private  in¬ 
dividuals,  through  certificates,  some  of 
its  obligations. 

Mr.  MUSKIE.  I  thank  the  Senator. 

The  PRESIDING  OFFICER  (Mr.  Mon¬ 
dale  in  the  chair) .  -  The  Senator  from 
Louisiana  is  recognized. 

Mr.  LONG  of  Louisiana.  Mr.  Presi¬ 
dent,  I  do  not  belieye  we  would  have 
much  of  a  problem  involved  here  if  the 
Government  were  to  keep  a  dual-entry 
set  of  books,  as  any  private  business 
would  do. 

We  have  heard  a  lot  of  conversation 
about  the  debt  we  owe,  and  the  Govern¬ 
ment  does  owe  quite  a  bit  of  debt.  How¬ 
ever,  if  one  were  to  borrow  some  money 
from  a  bank,  he  would  submit  a  state¬ 
ment  of  his  net  worth.  He  would  first 
list  his  assets  and  then  his  liabilities.  He 
would  subtract  his  liabilities  from  his 
assets  and  come  up  with  a  figure  of  net 
worth,  if  that  is  an  accurate  statement. 

Unfortunately,  for  one  reason  or  an¬ 
other,  we  are  required  by  laws  passed 
over  the  years  to  record  nothing  but  lia¬ 
bilities.  The  statement  does  not  list  the 
assets  of  the  Government  or  attempt  to 
keep  up  with  the  assets. 

If  the  Senator  were  to  try  to  make  a 
decision  on  whether  to  put  more  money 
in  his  business  or  borrow  more  money  or 
invest  more  capital  or  have  stock  issued 
for  the  purpose  of  going  into  any  venture, 
the  first  thing  he  would  want  to  know  is 
his  financial  worth,  or  assets  over  lia¬ 
bilities. 

I  insisted  on  amending  the  Saltonstall 
proposal  to  provide  that,  in  addition  to 
knowing  what  all  these  contingent  lia¬ 
bilities  are,  we  should  have  a  list  of  the 
contingent  assets. 

I  suspect  that  we  would  find  that  ap¬ 
proximately  $75  billion  of  the  assets  are 
assets  which  the  U.S.  Government  owes 
to  the  U.S.  Government.  We  would  list 
them  as  assets. 

If  we  compared  the  financial  state¬ 
ment  of  the  Senator  from  Maine - 

Mr.  MUSKIE.  Mr.  President,  I  am  not 
sure  that  I  would  want  my  financial 
statement  to  be  compared  with  that  of 
the  U.S.  Government. 

Mr.  LONG  of  Louisiana.  If  the  Sen¬ 
ator  were  to  own  a  small  bank  and  all 


the  bank  stock,  and  if  the  bank  were  to 
owe  the  Senator  $100,000  because  the 
Senator  had  that  much  money  on  deposit 
in  the  bank,  as  far  as  the  Senator  would 
be  concerned,  that  would  be  $100,000 
that  he  owed  to  himself. 

Approximately  $75  billion  of  the  na¬ 
tional  debt  consists  of  obligations  that 
the  United  States  owes  to  the  United 
States.  That  is  a  rather  ridiculous  way 
of  counting  up  the  national  debt,  since 
$75  billion  is  offset  immediately. 

The  last  time  that  I  looked  into  the 
situation,  approximately  $25  billion  in 
bonds  were  held  by  the  Federal  Reserve 
Board.  The  Federal  Government  owns 
the  Federal  Reserve  Board.  That  $25 
billion  consists  of  assets  of  the  U.S.  Gov¬ 
ernment.  Yet  that  is  counted  as  part  of 
the  debt. 

There  is  approximately  $50  billion  in 
trust  funds.  These  trust  funds  are  sup¬ 
ported  by  regular  contributions  of  em¬ 
ployees,  and  taxes  are  levied  by  the  Gov-  * 
ernment. 

It  can  be  argued  that  we  have  contin¬ 
gent  liabilities  which  the  balances  on 
hand  support,  but  we  do  not  propose  to 
reduce  the  amount  in  the  funds.  We 
propose  to  increase  the  amount.  It  will 
have  to  be  increased  as  interest  pay¬ 
ments  coming  out  of  general  revenue,  or 
the  funds  will  have  to  be  increased  by 
taxes  or  employee  contributions. 

In  any  event,  to  the  extent  that  we 
hold  the  $50  billion,  we  are  that  much 
ahead  of  where  we  would  be  if  we  did  not 
have  that  amount  on  hand.  That  is  $75 
billion  of  national  debt  that  the  Federal 
Government  owes  to  the  Federal  Govern¬ 
ment. 

In  addition  to  that,  no  one  ever  bothers 
to  put  down  what  the  value  of  our  physi¬ 
cal  assets  are.  We  have  many  physical 
assets.  The  j-eal  estate  values  alone,  if 
one  looks  at  the  value  of  the  land  that  we 
hold  and  the  improvements  that  have 
been  placed  on  the  land,  would  greatly 
exceed  the  amount  of  the  national  debt 
in  that  one  item  alone — real  estate  value 
plus  improvements  on  real  estate  that 
the  Government  owns. 

I  understand  that  that  item  is  on  the 
books  as  acquisition  cost.  The  Louisi¬ 
ana  Purchase,  for  example,  was  only  3 
cents  an  acre.  We  debated  the  tidelands 
off  Louisiana  and  the  Senator  from 
Louisiana  had  a  grossly  inflated  idea  of 
its  cost,  but  it  is  still  worth  a  great  deal 
of  money. 

Mr.  DOUGLAS.  Mr.  President,  I  point 
out  to  my  good  friend,  the  Senator  from 
Louisiana,  that  we  forced  him  and  his 
cohorts  to  let  the  Federal  Government 
have  the  rights  to  the  oil  beyond  the 
3 -mile  and  3 -league  limit  out  to  the 
edge  of  the  Continental  Shelf.  That 
action  has  already  brought  $900  million 
to  the  Federal  Government  and  $900  mil¬ 
lion  is  now  in  escrow,  which  will  come  to 
the  Federal  Government.  In  all,  it  is 
now  predicted  that  $30  billion  will  come 
to  the  Federal  Government  from  royal¬ 
ties  on  the  oil  taken  from  the  Con¬ 
tinental  Shelf.  That  is  a  very  real  as¬ 
set  and  source  of  revenue. 

Mr.  LONG  of  Louisiana.  I  believe  the 
Senator’s  figure  is  very  much  exag¬ 
gerated,  but  I  would  be  willing  to  concede 
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that  the  resources  beneath  the  sea  off 
the  submerged  lands  are  worth  a  great 
deal  of  money,  and  it  will  run  into  bil¬ 
lions  of  dollars,  although  I  would  not 
be  so  optimistic  as  to  think  their  value 
would  be  $30  billion,  as  the  Senator  has 
suggested.  But  that  goes  down  in  the 
books  at  zero  value. 

Mr.  DOUGLAS.  That  is  correct. 

Mr.  LONG  of  Louisiana.  As  a  mat¬ 
ter  of  fact,  as  of  now,  the  Government 
does  not  even  get  the  benefit  of  the 
[revenues  coming  in  from  it,  because 
[there  is  still  litigation  pending,  and  the 
final  settlement  has  not  yet  been  made. 
;So  even  what  comes  in  does  not  go  down 
Ion  the  books. 

;  But  if  we  simply  had  an  honest  state¬ 
ment,  such  as  a  bank  would  have,  as  to 
[what  the  assets  and  liabilities  are,  we 
;would  be  looking  at  a  net  worth  picture 
twhich  would  make  everybody  happy. 
Instead,  we  have  only  a  statement  in 
[negative  terms,  with  the  result  that  we 
have  to  have  laws  such  as  this  to  try  to 
[offset  some  of  the  mischief  contrived 
Mown  through  the  years  to  make  it  look 
las  though  the  Government  is  hopelessly 
bankrupt,  when  the  Government  is  in 
fact  wealthier  than  all  the  other  govern¬ 
ments  of  the  world  put  together — cer¬ 
tainly  wealthier  than  all  the  govern¬ 
ments  of  the  free  world  put  together — 
land  our  assets  over  liabilities  are  greater 
|now  than  they  have  ever  been. 

Mr.  DOUGLAS.  I  heartily  concur  in 
what  my  good  friend  the  Senator  from 
Louisiana  has  said.  The  value  of  real 
and  personal  property  owned  by  the  Gov¬ 
ernment  is  approximately  $325  billion  at 
original  cost,  with  no  allowance  for  the 
oil  and  gas  rights  beneath  the  Gulf  of 
Mexico  and  off  the  coast  of  California. 

In  addition  to  that,  there  is  the  shale 
oil  under  the  public  lands  on  the  western 
slope  of  the  Rockies.  The  Geological 
Survey  estimates  that  there  are  2  trillion 
barrels  of  oil  equivalent  there  in  depos¬ 
its  yielding  more  than  10  gallons  per  ton 
of  shale — not  a  million,  not  a  billion,  but 
2  trillion  barrels  of  oil.  At  the  current 
price  of  approximately  $2.85  a  barrel, 
these  deposits  could  yield  oil  worth  ap¬ 
proximately  $5.7  trillion. 

Eighty  percent  of  these  reserves,  or 
perhaps  $4.56  trillion  worth,  is  owned  by 
the  Government.  We  got  these  areas  as 
a  result  of  the  Mexican  war — on  the 
whole,  I  think,  an  unjust  war;  but  we 
paid  the  Mexican  Government  $15  mil¬ 
lion  in  settlement,  and  we  took  about  a 
third  or  half  of  the  Mexican  Republic  in 
return. 

Now,  at  one-eighth  royalties,  on  the  oil 
taken  from  the  shale  under  Government- 
owned  land,  we  would  have  revenues  of 
approximately  $570  billion,  $250  billion 
more  than  the  total  of  the  national  debt. 
I  have  introduced  a  bill  to  insure  that 
the  people  obtain  the  full  value — to  be 
sure  that  we  have  no  Republican  Teapot 
Domes  on  that  oil — and  to  devote  the 
revenues  to  the  payment  of  the  national 
debt.  Of  course,  the  processes  for  ex¬ 
tracting  the  oil  from  the  shale  are  not 


perfected,  but  we  are  in  hot  pursuit  of 
doing  so  and  there  is  every  reason  to 
believe  the  technology  will  be  perfected 
ultimately.  Moreover,  the  extraction 
would  be  according  to  need  so  that  the 
effect  on  prices  would  not  be  to  com¬ 
pletely  depress  them.  And  in  any  case 
the  reserves  are  so  large  that  even  at  a 
substantially  lower  price  there  would  be 
enough  revenue  to  cover  the  debt.  So 
this  may  be  a  painless  way  of  eliminating 
the  national  debt;  and  our  friend  the 
Senator  from  Delaware  [Mr.  Williams! 
should  take  full  cognizance  of  the  vast 
assets  we  have  as  a  Nation  and  cease  to 
be  a  Cassandra. 

Mr.  LONG  of  Louisiana.  Mr.  Presi¬ 
dent,  may  I  suggest  to  my  friend  the  Sen¬ 
ator  from  Illinois  that  I  believe  he  like¬ 
wise  has  overstated  the  value  to  the 
United  States  of  those  resources,  for  the 
reason  that  if  we  produced  all  that  oil, 
my  guess  is  the  price  of  oil  would  go 
down  very  much,  because  the  increase  in 
supply  would  very  drastically  reduce  the 
price  of  the  product. 

But  even  so,  it  is  a  very  vast  asset,  and 
as  the  Senator  has  correctly  stated,  all 
the  property  of  the  Government  is  stated 
at  so-called  acquisition  cost.  If  one  con¬ 
sidered  the  actual  present-day  value  of 
those  properties,  it  would  be  far  greater, 
perhaps  even  several  times  greater,  than 
the  acquisition  cost  stated  on  the  books. 

Mr.  DOUGLAS.  The  acquisition  cost 
of  the  shale  oil  reserves  in  the  Rockies 
could  not  exceed  the  $15  million  paid 
to  Mexico. 

Mr.  MUSKIE.  Mr.  President,  I  thank 
my  friends  from  Illinois  and  Louisiana 
for  their  helpful  interjections.  It  is  re¬ 
assuring,  from  time  to  time,  to  receive 
a  little  support  on  this  side  of  the  aisle, 
as  well  as  comments  on  the  other  side. 

It  is  my  desire  to  make  the  Record 
clear.  I  have  no  intention  whatsoever 
to  distort  the  Record.  I  want  the  essen¬ 
tial  nature  of  this  bill  to  be  understood, 
and  how  it  would  operate;  and  I  think 
when  it  is  understood,  the  good  sense  of 
the  proposal  will  make  itself  evident. 

That  is  my  position  this  afternoon, 
Mr.  President,  and  any  comments,  ob¬ 
servations,  or  information  from  either 
side  of  the  aisle  which  contributes  to 
that  end  I  am  eager  to  have  in  the 
Record. 

Mr.  WILLIAMS  of  Delaware.  Just  one 
question;  I  understand  consideration  of 
the  bill  is  going  over  until  Thursday. 

I  notice  among  the  assets  listed  in  the 
committee  report  to  be  sold  is  an  item — 
Treasury  Department,  foreign  loans, 
$3,763  million. 

Does  that  include  the  debt  owed  by  the 
British  Government,  totaling  about  $3 
billion  loaned  that  country  around 
1946?  Do  I  understand  that  under  the 
proposed  legislation  the  Treasury  De¬ 
partment  could  discount  that  note? 

Mr.  MUSKIE.  Technically,  that  is 
why  it  is  listed,  but  there  is  certainly  no 
intention - 

Mr.  WILLIAMS  of  Delaware.  I  am 
just  asking  if  that  note,  representing 
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around  a  $3  billion  obligation  which  the 
British  Government  owes  and  which  was 
borrowed  back  -around  1945,  could  be 
one  of  the  items  sold? 

Mr.  MUSKIE.  This  is  the  item  de¬ 
scribed  as  foreign  loans? 

Mr.  WILLIAMS  of  Delaware.  Yes. 

Mr.  MUSKIE.  Three  billion  seven 
hundred  and  sixty-three  million  dollars; 
that  is  the  item  to  which  the  Senator 
refers?  Yes;  this  is  described  in  the 
table  as  “Outstanding  direct  loans,  and 
guaranteed  and  insured  loans  for  Federal 
credit  programs  classified  by  agency  or 
program.” 

Mr.  WILLIAMS  of  Delaware.  One 
further  question  on  that.  Since  that 
loan  could  be  discounted  or  sold,  if  we 
sold  that  note  to  the  banking  industry 
at  the  5  percent,  or  5.25,  whatever  per¬ 
cent  we  may  pay  for  the  discounting 
provision,  it  would  still  have  a  guarantee 
of  the  U.S.  Government  to  pay  this  par¬ 
ticipation  certificate  should  the  loan  de¬ 
fault,  would  it  not? 

Mr.  MUSKIE.  There  is  no  intention 
whatsoever  to  deal  with  that  particular 
loan  under  this  bill. 

Mr.  WILLIAMS  of  Delaware.  But  if 
the  loan  were  sold - 

Mr.  MUSKIE.  The  Senator  is  posing 
a  hypothetical  situation  which  I  cannot 
conceive. 

Mr.  WILLIAMS  of  Delaware.  Sup¬ 
pose  we  strike  that  authority  out  of  the 
bill,  then,  because  it  is  in  the  bill. 

Mr.  MUSKIE.  There  is  no  intention, 
for  example,  to  undertake  to  include  the 
foreign  aid  loans,  the  soft  loans,  and  so 
on.  There  is  no  intention  to  program 
that  under  this  bill  whatsoever. 

Mr.  WILLIAMS  of  Delaware.  Well, 
suppose  we  amended  the  bill  and  con¬ 
fined  it  only  to  those  loans  which  are 
intended  for  resale,  because  the  bill  as 
drafted  does  give  the  administration  au¬ 
thority  to  sell  the  full  $33  billion  listed, 
including  this  war  debt  that  is  owed  to 
the  U.S.  Government. 

Mr.  MUSKIE.  May  I  say  to  the  Sen¬ 
ator  that  under  the  bill  as  drafted,  the 
specific  loans  and  the  specific  size  of 
participation  sales  must  be  approved  by 
the  Appropriations  Committee  of  the 
Congress.  There  is  absolute  congres¬ 
sional  control  on  every  item  listed  in  the 
table  to  which  the  Senator  is  referring. 

I  will  be  happy  to  put  in  the  Record  at 
this  point  the  participation  sales  which 
the  administration  anticipates  would  be 
programed  under  this  bill  for  fiscal 
years  1965,  1966,  and  1967,  that  is,  those 
that  have  been  programed  under  existing 
legislation  and  those  that  would  be  pro¬ 
gramed  under  this  proposed  legislation 
for  those  fiscal  years. 

That  will  give  you  some  idea  of  the 
loans  that  the  Treasury  has  in  mind. 

Mr.  President,  I  ask  unanimous  con¬ 
sent  to  have  this  table  printed  in  the 
Record. 

There  being  no  objection,  the  table  was 
ordered  to  be  printed  in  the  Record,  as 
follows: 
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(In  millions  of  dollars] 
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Agency  and  program 

Actual 
as  of 
June 

30,  1965 

Esti¬ 
mate 
as  of 
June 

30,  1966 

1.  Substantial  sales  (and  private  refinancing)  ot  the  following 
types  of  assets  are  underway  or  are  now  planned  under  pro¬ 
posed  participation  sales  legislation.  (Remainder  is  less 
attractive  to  buyers  or  must  be  retained  to  provide  excess 
pool  coverage  or  "to  help  carry  out  program  requirements) : 

Department  of  Agriculture:  Farmers  Home  Administra- 

1,990 

2,054 

Department  of  Defense:  Military  assistance  credits  > - 

79 

40 

Department  of  Health,  Education,  and  Welfare:  Aca¬ 
demic  facility  loans _ 

2 

66 

Department  of  Housing  and  Urban  Development: 

Federal  National  Mortgage  Association  2 _  --  . 

2,121 

1,427 

Federal  Housing  Administration  3 .  - . . 

527 

490 

College  housing  loans _ _  _  - 

1,927 

2,170 

Public  facility  loans . .  —  - 

184 

206 

Veterans’  Administration: 

Direct  loans _ 

1,145 

498 

Vendee  loans _  _ _ _ 

504 

370 

Export-Import  Bank - -  -  --- 

2, 490 

2,091 

Small  Business  Administration -  - 

1,147 

1,072 

12, 116 

10,  484 

2.  Sales  of  certificates  against  pools  of  crop  support  loans  (ma- 

turing  annually  in  August)  provide  short-term  substitution 
of  private  for  public  credit,  but  any  considerable  expansion 
would  require  substantial  increases  in  interest  rates: 
Department  of  Agriculture:  Commodity  Credit  Corpo¬ 
ration  (subtotal) -  -  ..  -  -  - - 

2,115 

1,874 

3.  Limited  future  sales  or  private  refinancing  of  some  of  the 

following  types  of  assests  may  prove  feasible  (but  will 
probably  require  fa)  larger  discounts  or  supplementary 
payments  than  previously  planned,  (b)  removal  of  statu¬ 
tory  prohibitions  on  sales  and/or  (c)  volume  sufficient  to 
warrant  sales  effort): 

Office  of  Economic  Opportunity . . . . 

17 

47 

Department  of  Commerce: 

Economic  Development  Administration  - -  — 

126 

183 

Maritime  Administration,  - - 

109 

101 

Agency  and  program 

Actual 
as  of 
June 

30,  1965 

Esti¬ 
mate 
as  of 
June 

30,  1966 

3.  Limited  future  sales  or  private  refinancing — Con. 
Department  of  Health,  Education,  and  Welfare: 

536 

692 

13 

38 

Department  of  Housing  and  Urban  Development: 

60 

59 

95 

151 

196 

214 

Treasury  Department :  Loans  to  District  of  Columbia — 
General  Services  Administration _ 

139 

158 

149 

166 

1,  449 

1,800 

4.  No  feasible  method  of  making  major  sales  of  the  following 
types  of  assets  is  now  apparent  (because  of  (a)  intergovern¬ 
mental  agreements,  (b)  repayments  in  foreign  currencies, 
(c)  very  low  or  nominal  interest  returns  and/or  (d)  ques¬ 
tionable  investment  quality) : 

Department  of  Agriculture:  Rural  Electrification 

4,072 

4,  262 

63 

Department  of  Housing  and  Urban  Development:  Pub- 

64 

Department  of  the  Interior:  Reclamation  loans _ 

90 

105 

Department  of  State: 

8,  997 
107 

10,  510 
119 

Loans  to  United  Nations.. _ _ _ _ _ 

Treasury  Department:  Foreign  loans _ 

3,763 

131 

3, 728 

156 

Federal"  Home  Loan  Bank  Board:  Federal  Savings  and 
Loan  Insurance  Corporation _ 

Subtotal 

17,  224 

18, 943 

Total  _ _ _ 

32,  904 
150 

33, 101 
175 

Minor  programs  not  included  above _ 

Grand  total  _ 

33,054 

4  33, 276 

1  Sales  by  Export-Import  Bank  of  military  assistance  loans  transferred  from  Defense  are  included  in  the  Bank’s  total  sales. 

2  Excludes  secondary  market  operations  trust  fund. 

3  Sales  by  Federal  National  Mortgage  Association  of  FHA-owned  loans  transferred  from  FITA  are  included  in  FNMA  total  sales. 

4  Revised  from  original  1967  budget  estimate  of  $33,111,000,000. 


Mr.  MUSKIE.  Mr.  President,  since 
we  are  talking  about  specific  loans  that 
may  or  not  be  involved,  there  has  been 
some  discussion  why  the  legislation  has 
been  pending  before  the  committee  as  to 
veterans  loans.  I,  therefore,  ask  unani¬ 
mous  consent  to  have  printed  in  the  Rec¬ 
ord  letters  from  the  Veterans  of  Foreign 
Wars,  the  Disabled  American  Veterans, 
the  American  Legion,  and  AMVETS,  in 
support  of  the  proposed  legislation. 

There  being  no  objection,  the  letters 
were  ordered  to  be  printed  in  the  Record, 
as  follows: 

Veterans  of  Foreign  Wars 

of  the  United  States, 
Washington,  D.C.,  April  29,  1966. 
Senator  Edmund  S.  Muskie, 

U.S.  Senate, 

Washington,  D.C. 

Dear  Senator  Muskie:  The  Participation 
Sales  Act  of  1966,  S.  3283,  currently  before 
the  Senate  has  been  reviewed  by  national  of¬ 
ficers  and  staff  personnel  of  the  Veterans  of 
Foreign  Wars  of  the  United  States. 

The  Veterans  of  Foreign  Wars  of  the  Unit¬ 
ed  States  believe  that  the  proposed  Par¬ 
ticipation  Sales  Act  of  1966  will  be  of  bene¬ 
fit  to  veterans  desiring  VA  direct  or  guar¬ 
anteed  loans  in  the  future. 

The  favorable  effect  of  participation  by 
private  capital  on  Government  loan  pro¬ 
gram  financing  in  the  marketing  of  $925 
million  in  direct  loans  and  vendee  accounts 
by  the  Veterans’  Administration.  This  has 
extended  the  limit  of  credit  to  permit  thou¬ 
sands  of  additional  loans  to  veterans  with¬ 
out  Treasury  borrowing. 

As  intended,  and  as  provided  in  the  pro¬ 
posed  legislation  agency  control  of  individual 
loans  will  not  be  impaired.  The  Veterans 
of  Foreign  Wars  believes  this  to  be  an  abso¬ 


lutely  essential  stipulation  to  insure  that 
veterans  will  continue  to  deal  only  with 
the  Veterans’  Administration  with  respect 
to  current  or  future  VA  direct  loans  which 
may  be  committed  to  pool  as  security  for 
participations  to  be  sold  for  the  purpose  of 
substituting  private  capital  for  Federal  funds 
and  credit. 

It  is  of  manifest  importance  to  veterans 
and  to  this  organization  that  the  veterans 
loan  program  funding  as  administered  by 
the  VA  not  be  burdened  by  deficiences  re¬ 
sulting  from  inclusion  of  lower  interest  rate 
hearing  loans  of  other  Federal  agencies. 
Each  agency  should  be  obligated  to  the  fund 
for  whatever  deficiences  are  attributable  to 
their  respective  utilization  of  this  procedure 
of  selling  assets.  It  is  believed  that  the  pro¬ 
posed  legislation  satisfies  this  requirement. 

While  the  VA  direct  loan  revolving  fund 
is  now  clearly  adequate  to  meet  current 
needs,  it  is  conceivable  that  in  the  future 
additional  funds  will  be  necessary  to  meet 
the  increased  demand  for  direct  VA  loans 
by  qualified  veterans  in  areas  of  direct 
loan  eligibility.  Increased  marketing  of  VA 
mortgage  assets  through  the  pooling  device 
conceived  in  the  proposal  under  discussion 
would  doubtless  make  more  funds  available 
for  VA  direct  loans.  Likewise,  the  loan 
guarantee  revolving  fund  for  payment  of 
claims  resulting  from  defaults  on  VA  guar¬ 
anteed  private  loans  would  be  replenished 
and  stabilized,  .thus  insuring  prompt  pay¬ 
ment  of  all  proper  claims  to  lending  agen¬ 
cies,  encouraging  them  to  continue  to  par¬ 
ticipate  in  the  guaranteed  loan  program. 

Therefore,  the  Veterans  of  Foreign  Wars 
of  the  U.S.  recommends  enactment  of  the 
proposed  Participation  Sales  Act  of  1966. 


Sincerely, 


Andy  Borg, 
Commander  in  Chief. 


Disabled  American  Veterans, 

April  29,  1966. 

Hon.  Edmund  S.  Muskie, 

Committee  on  Banking  and  Currency, 

U.S.  Senate, 

Washington,  D.C. 

Dear  Senator  Muskie:  The  Senate  Com¬ 
mittee  on  Banking  and  Currency,  of  which 
you  are  a  member,  is  currently  holding  hear¬ 
ings  in  connection  with  S.  3283,  to  promote 
private  financing  of  credit  needs  and  to  pro¬ 
vide  for  an  efficient  and  orderly  method  of 
liquidating  financial  assets  held  by  Federal 
credit  agencies,  and  for  other  purposes. 

The  Participation  Sales  Act  of  1966  will  en¬ 
courage  greater  use  of  this  country’s  private 
capital  assets  in  financing  education  and  the 
general  welfare  through  loan  programs.  One 
of  our  country’s  major  lending  programs  is 
that  authorized  by  veterans  legislation. 

The  Disabled  American  Veterans  (DAV) 
supports  only  that  legislation  which  is  de¬ 
signed  for  the  benefit  of  those  veterans  who 
have  incurred  disabilities  as  a  result  of  hon¬ 
orable  service  in  the  Armed  Forces.  Recog¬ 
nizing  that  adequate  financing  is  a  founda¬ 
tion  of  any  continuing  program,  a  review  of 
this  act  shows  that  it  warrants  our  endorse¬ 
ment. 

The  provisions  of  this  act  have  been  tested 
and  proved  by  a  Veterans’  Administration 
lending  program  in  which  numerous  mem¬ 
bers  of  the  DAV  have  participated.  This  in¬ 
cludes  guaranteed  loans  and  direct  loans  to 
disabled  veterans,  and  the  special  program 
for  partial  Federal  financing  of  special  homes 
for  certain  disabled  veterans.  These  are  part 
of  one  of  Government’s  largest  lending  pro¬ 
grams,  administered  by  the  VA,  which  has 
sold  almost  $1  billion  loans  to  private  capi¬ 
tal.  The  Participation  Sales  Act  of  1966 
would  extend  the  same  privilege  of  “pooling” 
loans  to  other  Federal  agencies. 
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We  find  that  the  new  act  in  no  way- 
changes  the  veterans  program  administra¬ 
tion,  and  that  the  VA  will  continue  to  deal 
directly  with  the  veteran.  It  provides  sell¬ 
ing  of  mortgage  loans  through  the  Federal 
National  Mortgage  Association,  which  acts  as 
marketing  agent  for  the  loans  to  private 
capital.  This,  in  turn,  permits  use  of  the 
capital  from  sales  of  the  loans.  The  VA 
experience  has  shown  that  this  practice  has 
allowed  loans  to  thousands  of  additional 
veterans. 

The  DAV  support  of  the  President’s  policy 
of  defending  freedom  against  communism 
in  Vietnam  is  unwavering,  as  is  the  support 
of  necessary  expenditures  to  fight  the  war. 
As  veterans  who  have  suffered  at  the  hands  of 
enemies  who  would  deny  our  freedom,  we 
best  understand  that  the  primary  responsi¬ 
bility  of  Government  is  security  of  our 
country. 

Since  the  provisions  of  this  act  strengthen 
the  method  of  financing  by  our  Government, 
and  encourages  private  enterprise  participa¬ 
tion  in  the  loan  programs,  it  is  consonant 
with  the  aims  of  the  DAV. 

The  goals  of  the  DAV  remain  consistent: 
Benefits  for  those'  who  gave  so  much  in  serv¬ 
ice  to  their  country.  Adequate  financing  of 
those  benefits  is  essential.  Therefore,  I  urge 
you  to  support  this  legislation  and  its  pas¬ 
sage  by  congress. 

Sincerely,  t 

Claude  L.  Callegary, 
National  Commander. 


The  American  Legion, 

April  29,  1966. 

Hon.  Edmund  S.  Muskie, 

U.S.  Senate, 

Old  Senate  Office  Building, 

Washington,  D.C. 

Dear  Senator  Muskie:  This  has  reference 
to  S.  3283,  a  bill  to  promote  private  finan¬ 
cing  of  credit  needs  and  to  provide  for  an 
efficient  and  orderly  method  of  liquidating 
financial  assets  held  by  Federal  credit  agen¬ 
cies.  I  note  that  you,  speaking  for  the  Com¬ 
mittee  on  Banking  and  Currency,  reported 
the  measure  favorably,  without  amendment, 
on  April  28,  1966. 

I  am  advised  that  this  bill  would  authorize 
Federal  agencies  administering  credit  pro¬ 
grams  to  enter  into  agreements  with  the 
Federal  National  Mortgage  Association, 
whereby  that  association  would  sell  to  pri¬ 
vate  investors  interest-earning  shares,  known 
as  participation  certificates,  based  upon  a 
pooling  of  Government  loan  certificates.  I 
am  told  that  this  plan,  in  effect,  would  serve 
to  substitute  private  for  public  credit. 

The  Veterans’  Administration  has  since 
1964  used  this  technique  to  sell  a  substantial 
number  of  its  veterans  housing  mortgages, 
under  a  similar  authorization  contained  in 
Public  Law  88-560.  S.  3283  would  encom¬ 
pass  this  authorization  and  extend  it  to  in¬ 
clude  certain  other  Federal  agencies. 

The  impact  of  the  proposed  legislation 
upon  present  VA  operations  is  the  primary 
concern  of  the  American  Legion.  It  is  our 
understanding  that  the  sale  of  participation 
certificates  under  the  provisions  of  this  bill 
would  not  give  the  purchasers  any  control 
over  the  programs  under  which  the  loans 
were  made.  The  veteran  would  continue  to 
deal  directly  with  the  Veterans’  Administra¬ 
tion,  the  agency  which  administers  his  hous¬ 
ing  loan  program. 

We  have  been  assured  by  the  Veterans’  Ad¬ 


ministration  that  the  provisions  of  this  bill 
will  favorably  affect  the  operations  of  the 
VA.  Accordingly,  the  American  Legion  fa¬ 
vors  the  enactment  of  S.  3283. 

Sincerely  yours, 

L.  Eldon  James, 
National  Commander. 


AMVETS  National  Headquarters, 

Washington,  D.C.,  April  29,  1966. 
Hon.  Edmund  S.  Muskie, 

Committee  on  Banking  and  Currency, 

U.S.  Senate,  Washington,  D.C. 

Dear  Senator  Muskie:  The  President  of 
the  United  States  has  called  for  passage  of 
S.  3283,  which  if  enacted  into  law,  will  permit 
greater  use  of  private  capital  assets  in  financ¬ 
ing  education  and  general  welfare  through 
loan  programs. 

One  of  the  major  Government  lending 
programs  is  authorized  by  the  loan  provi¬ 
sions  of  veterans  legislation.  The  validity 
of  the  principle  embraced  in  this  proposed 
law  has  already  been  tested  and  proved  by 
this  veterans  lending  program.  Since  1964, 
nearly  $1  billion  in  these  loans  have  been 
pooled  and  marketed  to  private  financial  in¬ 
stitutions  through  the  Federal  National 
Mortgage  Association  (FNMA).  This  has 
permitted  thousands  of  extra  loans  to  vet¬ 
erans  without  extra  Treasury  borrowing. 

The  act  would  permit  the  same  practice 
by  other  Federal  agencies,  in  permitting 
pooling  to  market  Government-backed  loans 
to  private  capital.  The  officers  of  AMVETS 
have  reviewed  the  proposed  legislation  and 
find  that  its  passage  will  bring  absolutely  no 
change  in  the  management  of  the  VA  guaran¬ 
teed  or  direct  loans  to  veterans  on  homes  and 
businesses.  The  VA  will  continue  to  be  the 
administering  agency,  and  the  veteran,  as 
always,  will  deal  with  the  VA. 

We  also  find  that,  under  the  proposed  law. 
Congress  will  retain  full  control  of  appropri¬ 
ations,  and  in  many  areas  congressional  con¬ 
trol  will  be  strengthened.  No  veterans  bene¬ 
fits  funds  can  be  diverted  elsewhere. 

The  members  of  this  organization  fully 
recognize  that  fighting  a  godless  enemy  in 
Vietnam  is  costly,  but  necessary.  Its  cost  is 
nothing  compared  to  the  human  suffering  if 
freedom  is  lost.  This  organization  is  on 
record  strongly  supporting  the  necessary  ex¬ 
penditures  for  the  Vietnam  conflict  and  the 
President’s  policy  of  resisting  the  Commu¬ 
nist  conspiracy  that  has  threatened  to  bury 
us.  As  veterans,  we  recognize  that  a  primary 
responsibility  of  Government  is  security  of 
our  country. 

We  also  stand  firmly  on  the  long- 
established  principle  that  the  veterans  of 
this  country  are  fully  entitled  to  the  bene¬ 
fits  provided  under  present  laws,  and  more. 
For  without  those  who  respond  to  the  call  to 
colors,  there  would  be  no  freedom,  no  United 
States  as  we  know  it. 

This  organization  is  seeking  liberalized  ex¬ 
penditures  in  compensation  for  those  who 
suffered  wounds  in  wars,  bigger  pensions  for 
those  veterans  who  are  in  need,  and  greater 
aid  to  the  widows  and  children  of  those  who 
served.  We  further  seek  strengthening  of 
veterans  preference  in  Government  jobs,  an¬ 
other  benefit  granted  veterans  by  the  latest 
GI  bill  and  previous  veterans  legislation. 

Recognizing  the  need  for  adequately  fi¬ 
nancing  veterans  benefits,  including  those 
rightfully  extended  to  millions  of  veterans 
under  the  new  GI  bill  passed  by  this  Con¬ 
gress,  and  the  need  for  financing  other  pro¬ 
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grams  improving  the  general  welfare,  the 
AMVETS  endorses  the  principles  embodied  in 
S.  3283. 

The  act  obviously  enhances  and  improves 
Government’s  method  of  financing,  en¬ 
couraging  a  greater  partnership  of  private 
enterprise  and  Government.  This  improve¬ 
ment  and  this  partnership  is  compatible  with 
the  goals  of  this  organization,  and  we 
strongly  urge  its  passage. 

Sincerely, 

Ralph  E.  Hall, 

AMVETS  National  Commander. 

Mr.  BENNETT.  Mr.  President,  I  am 
the  ranking  minority  member  of  this 
committee.  Ordinarily,  when  a  bill  such 
as  this  is  discussed,  after  a  statement  by 
the  Senator  in  charge  of  the  bill  has  been 
made,  an  opportunity  is  given  for  his  op¬ 
posite  number  to  make  a  statement.  I 
have  enjoyed  this  colloquy  this  after¬ 
noon. 

UNANIMOUS -CONSENT  AGREEMENT 

I  ask  unanimous  consent  that  when 
the  Senate  meets  on  Thursday  and  the 
bill  again  becomes  the  pending  business, 
I  may  have  the  privilege  of  the  floor. 

The  PRESIDING  OFFICER.  Is  there 
objection?  The  Chair  hears  none  and  it 
is  so  ordered. 

Mr.  THURMOND.  Mr.  President,  the 
Participation  Sales  Act  of  1966  now 
pending  before  the  Senate,  deserves 
much  more  study  and  consideration  than 
it  has  so  far  received.  If  it  were  sub¬ 
jected  to  the  degree  of  both  public  and 
congressional  scrutiny  which  it  war¬ 
rants,  I  am  confident  it  would  be  re¬ 
jected.  There  is  little  likelihood  that 
the  bill,  S.  3283,  will  receive  anywhere 
near  the  amount  of  public  attention  that 
a  proposal  of  its  magnitude  and  far- 
reaching  implications  would  seem  to  re¬ 
quire,  and,  at  this  point,  even  less  chance 
that  it  will  be  rejected.  Nevertheless,  I 
intend  to  do  what  I  can  to  both  bare  its 
essential  elements  to  further  study  and 
to  persuade  my  colleagues  of  its  faults 
and  hopefully,  therefore,  to  contribute  to 
its  rejection  by  the  Senate. 

S.  3283,  would  establish  an  almost  en¬ 
tirely  new  pattern  of  Government  financ¬ 
ing  for  a  wide  range  of  governmental  de- 
-  partments,  agencies,  and  instrumentali¬ 
ties.  The  amount  of  money  involved,  at 
the  present  time,  exceeds  $33  billion,  and 
there  is  every  indication  that  it  will  in¬ 
crease  in  future  years.  Beginning  on 
page  18  of  the  Banking  and  Currency 
Committee  report  on  the  bill  is  a  table 
showing  the  agencies  involved  and  the 
amount  of  money  held  by  each  entity. 

I  ask  unanimous  consent  to  have  this 
table  printed  in  the  Record. 

The  PRESIDING  OFFICER  (Mr.  Mc¬ 
Govern  in  the  chair).  Is  there  objec¬ 
tion? 

There  being  no  objection,  the  list  was 
ordered  to  be  printed  in  the  Record,  as 
follows: 
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Outstanding  direct  loans,  and  guaranteed  and  insured  loans  for  Federal  credit  programs  classified  by  agency  or  program 


[In  millions  of  dollars] 


Agency  or  program 


A.  MAJOB  AGENCIES  OK  PROGRAMS 

Office  of  Economic  Opportunity . . — 

Department  of  Agriculture: 

Commodity  Credit  Corporation _ 

Rural  Electrification  Administration... . — 

Farmers'IIome  Administration . . . . . 

Department  of  Commerce: 

Economic  Development  Administration _ _ — 

Maritime  Administration . . . . . 

Department  of  Defense:  Military  assistance  credits . 

Department  of  Health,  Education,  and  Welfare: 

Office  of  Education . . . . - . — 

Public  Health  Service . . 

Department  of  Housing  and  Urban  Development: 

Federal  National  Mortgage  Association - 

Federal  Housing  Administration - - - 

Public  housing  program - - - 

College  housing  program . — - - 

Urban  renewal  program . . . — , - 

Other  major  programs . . — 

Department  of  the  Interior:  Reclamation  loans . . — 

Department  of  State:  Agency  for  International  Develop¬ 
ment _ _ _ _ _ _ _ 

Treasury  Department: 

Loans  to  District  of  Columbia . . . 

Foreign  loans - - - - - 

Veterans’  Administration _ _ '. - 

Export-Import  Bank  of  Washington . . . . 

Small  Business  Administration . . . . . 

-Total,  major  agencies  or  programs - - 

B.  OTHER  AG  ENCIES  OR  PROGRAMS 

Department  of  Agriculture:  Soil  Conservation  Service - 

Department  of  Commerce:  Aircraft  loan  guarantees. . . 

Department  of  Defense: 

Loans  for  construction  of  Ryukyu  power  system . 

Defense  production  loans  and  guarantees. . . 

Department  of  Health,  Education,  and  Welfare: 

Community  facility  loans _ _ _ 

Hospital  construction  activities,. . . . . . 

Assistance  to  refugees  in  the  United  States . . . 


1965  actual 


Direct 

loans 

Guaran¬ 
teed  and 
Insured 
loans 

17 

2,115 

419 

4,072 

1,990 

727 

126 

109 

419 

79 

538 

13 

2, 121 

300 

527 

49,  042 

60 

5,033 

1,927 

196 

1,382 

432 

90 

8,997 

144 

139 

3,  763 

1,649 

30,  951 

2,490 

2,  617 

1,  147 

104 

32.  507 

91, 138 

15 

9 

9 

14 

49 

(I) 

4 

6 

1  Less  than  $1,000,000  outstanding. 

Note.— Figures  may  not  add  due  to  rounding. 


Agency  or  program 

1965  actual 

Direct 

loans 

Guaran¬ 
teed  and 
insured 
loans 

B.  OTHER  AGENCIES  OR  PROGRAMS - continued 

Department  of  Housing  and  Urban  Development: 

2 

13 

4 

16 

24 

8 

6 

Liquidating  programs  (Community  Facilities  Admin- 

Department  of  the  Interior: 

Ship  mortgage  insurance _  _ 

5 

2 

1 

(>) 

3 
107 

4 

5 

(>) 

131 

58 

100 

Department  of  Labor:  Manpower  development  and  training 

Department  of  State: 

Repatriation  loans. __  _  _  _ _ 

Treasury  Department: 

Federal  Home  Loan  Bank  Board:  Federal  Savings  and  Loan 

General  Services*  Administration: 

Interstate  Commerce  Commission:  Guaranteed  railroad 

214 

National  Capital  Planning  Commission:  Advances  to  the 

(‘) 

4 

(■) 

5 

1 

(>) 

Veterans'  Administration: 

547 

276 

33, 054 

91,414 

Mr.  THURMOND.  Mr.  President,  a 
mere  glance  at  this  list  discloses  the  com¬ 
prehensive  range  of  activities  and  agen¬ 
cies  which  this  bill  covers.  Although 
this  list  is  included  in  the  combined 
views  of  Senator  Bennett,  the  ranking 
minority  member  of  the  committee,  Sen¬ 
ator  Hickenlooper  and  myself,  the  list 
was  not  available  to  the  Committee  dur¬ 
ing  the  2  days  of  hearings  or  during  the 
executive  session  in  which  the  bill  was  re¬ 
ported  to  the  Senate.  The  only  guide 
the  committee  members  had  available 
during  the  hearings  and  executive  ses¬ 
sion  as  to  the  agencies  which  might  be 
covered  by  the  bill  was  an  official,  but 
similar,  list  included  in  the  Banking  and 
Currency  Committee  on  S.  2499.  These 
hearings  were  held  last  year  on  a  bill  to 
grant  the  Small  Business  Administration 
authority  similar  to  that  now  proposed  to 
be  given  numerous  other  Government 
agencies.  That  list  was  included  in  a 
letter,  which  was  inserted  in  the  hearing 
record,  from  the  distinguished  Senator 
from  Texas  [Mr.  Tower], 

The  lack  of  an  official  list  of  the  agen¬ 
cies  concerned  until  after  the  bill  was 
approved  in  committee  characterizes  the 
consideration,  or  lack  of  it,  to  which  this 
bill  has  so  far  been  subjected. 

The  ostensible  purpose  of  this  proposal, 
according  to  its  proponents,  is  to  pro¬ 
mote  private  financing  of  credit  needs 
and  to  replace  public  credit  with  private 
funds.  On  closer  examination,  it  is  evi¬ 


dent  that  this  argument  is  without  merit. 
This  bill  merely  establishes  a  new  method 
of  Government  borrowing,  but  the  bor¬ 
rowing  is  done  in  such  a  way  that  it  will 
not  become  a  part  of  the  formal  debt, 
subject  to  the  debt  ceiling,  nor  will  it  be 
subject  to  disclosure  as  part  of  the  ad¬ 
ministrative  budget  deficit. 

S.  3283  would  enable  any  one  or  all  of 
the  listed  agencies  to  enter  into  a  trust 
agreement  with  the  Federal  National 
Mortgage  Association  whereby  the 
FNMA  would  issue  and  sell  participation 
certificates  based  on  pools  of  loans  set 
aside  by  the  agency  for  that  purpose. 
Custody,  control,  collection,  and  servic¬ 
ing  of  the  obligations  would  remain  with 
the  Government  agency  which  had  origi¬ 
nally  made  the  loan,  but  the  beneficial 
title  would  be  deemed  to  have  passed  to 
FNMA  in  trust.  In  short,  none  of  the 
assets  are  actually  transferred  through 
sale  to  private  rather  than  public  owner¬ 
ship. 

The  assets  are  to  be  used  as  collateral 
for  the  issuance  of  other  federally  guar¬ 
anteed  obligations  in  the  form  of  partici¬ 
pation  certificates  which  are  to  be  sold  in 
the  private  market.  This  is,  in  reality 
then,  a  borrowing  transaction.  In  the 
event  of  a  default  on  the  original  obliga¬ 
tion,  the  agency  will  nevertheless  be  obli¬ 
gated  on  the  participation  certificate  and 
will  therefore  stand  to  lose  twice  on  es¬ 
sentially  the  same  transaction.  There  is 


a  double  obligation  to  repay  the  partici¬ 
pation  certificates  as  the  underlying  obli¬ 
gations  will  be  guaranteed  by  the  agency 
establishing  the  trust,  and  timely  pay¬ 
ments  of  principal  and  interest  on  the 
certificates  will  be  guaranteed  by  FNMA. 
FNMA’s  guarantee,  in  turn,  is  supported 
by  borrowing  authority  from  the  U.S. 
Treasury. 

Although  the  participation  certificates 
will  not  be  full  faith  and  credit  obliga¬ 
tions  of  the  United  States,  as  a  practical 
matter,  the  moral  obligation  of  the  Gov¬ 
ernment  to  back  up  the  certificates  is  en¬ 
tirely  clear.  In  the  final  analysis,  then, 
it  may  well  be  that  the  Treasury  will 
have  to  step  in  and  bail  out  the  agencies 
and  FNMA. 

With  the  foregoing  facts  in  mind,  it 
may  occur  to  some  to  ask,  “Why  avoid 
Treasury  borrowing  in  the  first  place?” 
The  answer  is  fairly  obvious  to  the  dis¬ 
cerning  student  of  Government  financ¬ 
ing.  The  primary  reason  is,  of  course,  to 
avoid  making  this  significant  sum  a  part 
of  the  budget  deficit  and  avoid  includ¬ 
ing  it  in  the  formal  debt  subject  to  the 
debt  ceiling  limitation.  This  is  advan¬ 
tageous  only  from  a  standpoint  of  avoid¬ 
ing  disclosure  of  the  total  Government 
debt.  It  does  not  avoid  or  prevent  fu¬ 
ture  debt;  and  in  fact,  as  we  shall  see, 
in  all  probability,  it  will  increase  debt 
above  that  which  would  be  created  if 
the  Treasury  were  to  borrow  the  money 
initially. 
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There  are  several  questions  raised  by 

this  proposal  which  need  to  be  answered. 
The  first  is,  “Does  this  bill  in  truth  rep¬ 
resent  a  method  of  replacing  public 
financing  with  private  financing?” 

The  answer  to  this  question  is  de¬ 
cidedly  in  the  negative.  The  operating 
funds  of  the  Government  ultimately 
come,  in  all  instances,  from  private 
sources.  If  the  independent  agencies  in¬ 
volved  borrow  the  money  from  the  Treas¬ 
ury,  the  Treasury  must  in  turn  borrow 
the  money  from  the  general  public  or 
take  them  from  funds  already  in  the 
Treasury  as  a  result  of  taxation.  I  can 
see  no  difference  in  that  procedure  from 
the  one  where  proposed  where  the 
agency  would  borrow  from  the  general 
public  through  an  agreement  with 
FNMA. 

Question  No.  2,  “Will  the  procedure 
here  proposed  to  be  authorized  result  in 
a  more  efficient  and  orderly  method  of 
liquidating  financial  assets  held  by  Fed¬ 
eral  agencies?” 

Once  again,  the  answer  to  this  ques¬ 
tion  is  in  the  negative.  It  has  already 
been  shown  that  the  assets  held  by  the 
Government  agencies  will  remain  the 
property  of  the  Government  agencies  for 
all  purposes,  such  as  serving  the  debt, 
and  so  forth.  Any  default  on  the  obliga¬ 
tions  secured  by  these  agreements  must 
be  borne  by  the  agency  and  ultimately 
the  Treasury  of  the  United  States. 

Question  No.  3,  “Would  the  financing 
procedure  proposed  to  be  authorized  by 
this  bill  result  in  terms  more  favorable 
to  the  Government  than  under  normal 
procedures?”  The  answer  to  this  ques¬ 
tion  is  not  only  in  the  negative  in  that 
the  terms  would  not  be  more  favorable 
to  the  Government,  but  all  the  testimony 
is  conclusive  on  the  point  that  the  terms 
of  the  participation  certificates  will  be 
decidedly  less  favorable  to  the  Govern¬ 
ment  than  would  a  Treasury  obligation. 
Administration  witnesses  who  testified  on 
this  bill  and  congressional  proponents  are 
frank  in  their  admission  that  the  rates  of 
interest  required  to  make  these  partici¬ 
pation  certificates  attractive  to  the  public 
will  be  greater  than  would  the  rate  of 
interest  on  a  Treasury  obligation.  This 
is  not  theory;  this  is  fact,  and  it  is  at¬ 
tested  to  by  the  experience  of  the  Export- 
Import  Bank.  The  Export-Import  Bank 
has  for  some  time  had  the  authority  to 
issue  participation  certificates.  The 
General  Accounting  Office  audited  the  is¬ 
suance  of  two  offers  of  participation  cer¬ 
tificates  by  the  Export-Import  Bank,  and 
their  reports  reveal  that  the  interest  rate 
differentials  amounted  to  more  than  $7 
million. 


Question  No.  4  is,  “Would  the  enact¬ 
ment  of  this  legislation  be  a  brake  on 
inflation?”  In  my  judgment,  the  enact¬ 
ment  of  this  legislation  will  not  stop  the 
inflationary  trend  which  is  so  evident  in 
our  country  today.  Without  doubt,  un¬ 
necessary  and  extravagant  Government 
expenditures  and  an  ever-increasing 
Federal  deficit  is  contributing  substan¬ 
tially  to  inflation.  This  bill  would  not 
decrease  Government  expenditures  nor 
would  it  decrease  the  level  of  the  Gov¬ 
ernment  s  debt.  It  would  only  avoid  the 
normal  public  disclosure  of  the  debt,  but 
the  debt  would  nevei’theless  still  exist. 
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I  fail  to  see  how,  under  these  circum¬ 

stances,  it  can  be  seriously  argued  that 
this  bill  is  an  anti-inflationary  measure. 

Mr.  President,  one  amendment  to  this 
bill  which  was  originally  added  in  the 
House  of  Representatives  and  has  been 
included  in  the  bill  as  reported  by  the 
Senate  Committee  on  Banking  and  Cur¬ 
rency  deserves  mentioning.  It  is  the  so- 
called  Widnall  amendment  which  re¬ 
quires  prior  approval  by  Congress  in  an 
appropriation  act  before  any  specific  is¬ 
sue  of  participation  certificates  can  be 
offered  to  the  public.  To  this  extent, 
congressional  approval  is  required. 

Mr.  President,  it  seems  to  me  that  the 
administration  is  very  anxious  to  push 
this  bill  through  as  fast  as  possible.  I 
regret  that  the  administration  is  trying 
to  push  through  Congress  important 
legislation  in  such  a  short  period  of  time. 
I  regret  that  the  administration  feels  it 
has  an  obligation  to  run  the  Congress  as 
well  as  the  executive  branch  of  Govern¬ 
ment. 

In  the  House  report,  on  page  35,  Repre¬ 
sentative  Paul  A.  Fino  had  this  state¬ 
ment  to  make  : 

I  regret  that  we  had  only  1  day  of  hearings 
on  this  bill,  which  was  incredibly  reported 
out  of  committee  the  day  after  the  Presi¬ 
dential  message  was  received.  This  program 
is  like  Pandora’s  box — the  Nation  would  not 
accept  it  if  they  knew  what  was  in  it.  As 
usual,  deception  is  the  objective  and  public 
ignorance  of  what  is  going  on  is  administra¬ 
tion  bliss. 

This  bill  was  reported  by  the  Senate 
committee  after  only  2  days  of  hearing, 
one  of  which  was  held  prior  to  the  in¬ 
troduction  of  the  bill  in  the  Senate. 
Committee  action  was  taken  before  it 
was  known  which,  or  even  how  many. 
Government  departments,  agencies,  or 
instrumentalities  would  be  covered  by 
the  all-encompassing  language  of  the 
bill. 

To  my  way  of  thinking,  this  is  an  un¬ 
sound  manner  in  which  to  legislate.  The 
most  logical,  and  certainly  the  surest, 
way  to  strike  a  blow  for  economic  stabil¬ 
ity  is  to  curtail  unnecessary  and  ex¬ 
travagant  expenditures  by  the  Govern¬ 
ment. 

S.  3283  embodies  a  proposal  by  which 
the  Government  would  embark  upon  a 
new  policy  of  financing  the  activities  of 
its  many  and  diversified  credit  agencies. 
I  am  convinced  that  this  is  an  unsound 
proposal  for  the  reasons  I  have  stated. 
It  is  past  time  that  we  in  Congress  and 
the  administration  face  the  financial 
realities  of  the  day,  as  bad  as  they  may 
be,  and  stop  trying  to  avoid  unpleasant 
but  necessary  steps  by  reliance  on  gim¬ 
micks  such  as  this.  In  the  interest  of 
both  economic  stability  and  truth  in 
borrowing,  the  Senate  should  reject  this 
bill. 


TEXAS  GULF  SULPHUR  PROFITS 
SOAR  AT  THE  EXPENSE  OF  ECON¬ 
OMY 

Mr.  PROXMIRE.  Mr.  President,  the 
other  day  Texas  Gulf  Sulphur  Co. — 
America’s  largest  sulfur  producer — re¬ 
ported  huge  first-quarter  profits  and 
sales  gains.  Corporate  earnings  soared 
103  percent  and  sales  increased  52  per¬ 


cent.  Total  first-quarter  revenues  sharp-? 
ly  advanced  to  $29  million,  up  from  $19 
million  in  the  same  period  last  year./ 

The  company  expects  to  pile  up  profits 
for  the  remainder  of  1966.  A  top/orpo- 
rate  official  already  predicted:  / 

We  expect  to  have  a  much  bett </ year  than 
last  year.  ./ 

I  might  point  out  thaY  Texas  Gulf 
Sulphur’s  1965  sales  were  40  percent 
ahead  of  1964.  Its  W65  net  income 
reached  an  all  time  high — 1965  profits 
were  up  55  percent  o/er  1964  and  90  per¬ 
cent  over  1963.  / 

So  we  have  a/at  increase  on  top  of 
a  big  increase  added  to  a  huge  increase. 
Higher  profi/  are  almost  always  good 
news  in  this  country.  Certainly  it  is 
welcome  nows  for  the  executives  of  Texas 
Gulf.  Their  bonus  checks  and  the  value 
of  theh/stock  options  will  surely  reflect 
the  UI3  percent  increase  in  company 
profits. 

But  is  it  such  good  news  for  the  econ¬ 
omy  and  the  American  public?  Lost 
■'amidst  the  report  of  rapidly  rising  profits 
is  this  crucial  fact — and  I  quote  from 
the  New  York  Times  of  April  29,  1966; 

Much  of  the  increase  in  Texas  Gulf’s  profit 
margins  was  apparently  attributable  to  re¬ 
cent  increases  in  sulfur  prices. 

Sulfur  is  a  basic  industrial  chemical. 
Over  the  past  2  years,  world  demand  for 
this  vital  material  has  been  outstripping 
supply.  This  heavy  demand  has  created 
pressures  for  higher  sulfur  prices.  And 
this  pressure,  in  turn,  has  led  to  price 
instability  in  the  sulfur  market. 

Rather  than  follow  the  path  of  respon¬ 
sible  price  restraint  as  so  many  of  its 
industrial  counterparts  across  the  Nation 
have  done,  Texas  Gulf  is  instead  pursu¬ 
ing  a  path  of  putting  profits  before  the 
national  interest.  I  find  this  especially 
disturbing  in  view  of  the  high  produc¬ 
tivity  advances  in  the  sulfur  industry. 

Consider  what  this  means. 

Texas  Gulf’s  price  hikes  translate  into 
higher  prices  to  industrial  customers, 
many  of  whom  are  making  ammunition 
for  our  men  in  Vietnam.  Before  long, 
these  increases  will  be  passed  along  to 
farmers,  to  homeowners,  and  to  con¬ 
sumers.  And  so  the  value  of  the  wage 
earner’s  hard-earned  dollar  becomes 
eatensaway. 

Texas  Gulf  should  be  lowering  prices, 
not  raising  them  or  holding  them  at  pres¬ 
ently  highNevels. 

Whether\ne  subscribes  to  the  Presi¬ 
dent’s  wage-price  guideposts,  as  I  do,  the 
sulphur  pricing,  is  unconscionable.  It  is 
transparently  inflationary. 

Something  must  be  done.  The  first 
step,  I  believe,  is  \p  to  the  Congress. 
Texas  Gulf  Sulphur  occupies  a  preferred 
tax  position  through  its  23 -percent  de- 
jpletion  allowance.  In  view  of  the  cir- 
4  cumstances  surrounding  its  large  profits, 
the  continuation  of  this  special  tax  sub¬ 
sidy  is  open  to  serious  question.  I  think 
the  time  is  ripe  for  Congres/to  take 
a  hard  look  at  it.  \ 


U.S.  POLICY  TOWARD  CHINA/ 

Mr.  KENNEDY  of  Massachusetts.  m\ 
President,  I  intend  to  address  the  Senate 
this  afternoon  on  the  subject  of  China. 
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HIGHLIGHTS:  Senate  passed  participation  sales  bill, 
report  on  2nd  supplemental  appropriation  bill. 

SENATE 


1.  PARTICIPATION  SALES.  Passed,  39-22,  with  amendments  the  participation  sales 
bill,  S.  3283  (pp.  9445-76). 

The  committee  report  states: 

"S.  3283  will  permit  the  Federal  National  Mortgage  Association,  as  trustee, 
to  sell  to  investors  participation  certificates  based  on  a  pool  or  pools  of 
notes  or  other  obligations  representing  loans  made  or  otherwise  acquired  by 
Federal  credit  agencies.  Sales  of  participation  certificates  on  behalf  of  any 
agency  must  be  specifically  approved  in  advance  in  an  appropriation  act. 


"Funds  obtained  from  the  sale  of  such  participation  certificates  would  be 
available  to  the  respective  agencies  to  meet  loan  demands  to  the  extent  of 
their  authorized  lending  limits  and  any  amounts  not  currently  so  used  would 
reduce  their  outstanding  borrowings  or  advances  from  the  U.  S.  Treasury." 


2.  WEATHER  RESEARCH.  Received  from  the  Commerce  Department  a  report  on  weather- 

research  progress  and  plans,  p.  9392 

V 

3.  COMMITTEE  CHAIRMAN.  Sen.  Randolph  was  elected  Chairman  of  the  Public  Works 
Committee.  p.  9397 


-I  PI 


4.  FARM  PRICES.  Sen.  McGovern  announced  that  35  Senators  have  become  cosponsors 

of  his  resolution  intended  to  "end  efforts  to  freeze  or  roll  back  far jrt  prices 
which  are  below  parity"  and  commended  the  decisions  to  resume  pork  purchases 
and  to  increase  the  wheat  allotment,  p.  9400 

5.  FOREIGN  TRADE X  Sen.  Javits  spoke  in  favor  of  discretionary  authority  for  the 

President  to  expend  "most  favored  nation"  benefits  to  East  European  Communist/ 
countries,  pp.  9405-6  / 


6,  WHEAT  ALLOTMENT.  Serk  Carlson  announced  and  commended  tl 
to  increase  the  wheat  Allotment .  p.  9410 


President’s  decision 


7.  SCHOOL-MILK  APPROPRIATIONS^  Sen.  Proxmire  commended7 the  testimony  of  the  Na¬ 
tional  Farmers  Union  on  school-milk  appropriatiot)^.  pp.  9414-5 

8.  DRUG  COORDINATION.  The  Governn^nt  Operations  ppmmittee  submitted  a  report, 
"Interagency  Drug  Coordination"  \p'»  9396) .  Sen.  Ribicof f  discussed  the  report 
including  comments  regarding  foodXadditivet;  pp.  9426-8 


9.  POVERTY.  Sen.  Yarborough  said  Federal 
Mexican- Americans  in  the  Southwest. 


itipoverty  programs  are  bypassing 
9428-31 


10.  FOOD  FOR  INDIA.  Sen.  Mondale  inserted  artrcles  on  food  needs  in  India.  pp. 

9437-8 

11.  FARM  LABOR.  Sen.  Holland  inserted  a  Farm  Bure au\recommendat ion  for  importation 

of  farm  laborers  and  deplored  Secretary  Wirtz*  position  on  the  matter,  pp, 
9444-5  '  x 


12.  INFLATION.  Sen.  JavitSytharged  the  administration  wittk"  drift  and  delay"  on 

inflation,  pp.  9478-^ 

13.  LEGISLATIVE  PROGRAM^  Sen.  Mansfield  said  defense  and  atomic\energy  bills  will 

be  considered  ne/t  week  and  that  he  hopes  the  Interior  and  Treasury-Post  Office 
appropriation  Jyllls  will  also  be  ready,  p.  9475 

14.  ADJOURNED  until  Mon. ,  May  9.  p.  9481 

HOUSE 

15.  APPROPRIATIONS.  Received  the  conference  report  on  H.  R.  14012,  the  supplemental 

appropriation  bill  (H.  Rept.  1476).  The  Senate  item  of  $30,000,000  for  ttoN 
emergency  credit  revolving  fund  was  reported  in  technical  disagreement,  but 
the  House  conferees  said  they  will  offer  a  motion  to  concur  in  the  item. 


lay  5,  1966 
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iy  way  of  comment,  I  wish  to  say  that 
I  think  every  thinking  person  in  this  Na¬ 
tion  knows  that  there  is  substance  to  the 
statement  of  President  Shuman,  except 
one,  kpd  that  is  Secretary  of  Labor,  Mr. 
Willard  Wirtz. 

I  reg\et  very  much  that  he  continues 
his  adamant  point  of  view  under  which 
he  is  withholding  normal  and  adequate 
supplies  fef  labor — unemployed  labor 
from  Canada,  Mexico,  and  the  British 
West  IndieS\— which  is  required  by  fruit 
and  vegetabl\  people  to  produce  and  har¬ 
vest  their  cro) 

I  remind  hifn  that  there  has  been  no 
more  acceptable,  form  of  mutual  foreign 
aid  in  the  past,  and  there  is  no  more  ac¬ 
ceptable  form  available  now,  than  to  al¬ 
low  the  people  wlip  are  unemployed  in 
these  friendly  nations  adjoining  us — 
some  of  which  are  just  across  the  border 
from  our  Nation  in  Canada  and  Mexico, 
and  some  removed  by  V  few  miles  of  wa¬ 
ter,  as  in  the  case  of  yie  British  West 
Indies — to  come  in  to  help,  to  make  sure 
that  our  farmers  can  ha  ye  an  adequate 
supply  of  labor  to  produce  and  harvest 
their  highly  perishable  crop! 

The  remarks  of  Mr.  Shiiman,  speak¬ 
ing  as  he  does  for  an  organisation  with 
over  1%  million  farm  familie'y  as  mem¬ 
bers,  are  worthy  of  notice.  Tlrey  should 
command  the  respect  and  attention  of 
the  entire  Nation. 

So  far  as  I  am  concerned,  I  hojte  that 
they  will  finally  get  the  attention  Vf  the 
Secretary  of  Labor,  who  for  so  Iona  has 
been  taking  such  an  intolerable  position 
over  that  which  should  be  his  position  if 
he  expects  to  bolster  production  of  nee< 
ed  crops  and  food  produced  by  growei 
of  fruit  and  vegetables  in  this  Nation. 

PARTICIPATION  SALES  ACT  OP 
1966 

The  Senate  resumed  the  consideration 
of  the  bill  (S.  3283)  to  promote  private 
financing  of  credit  needs  and  to  provide 
for  an  efficient  and  orderly  method  of 
liquidating  financial  assets  held  by  Fed¬ 
eral  credit  agencies,  and  for  other  pur¬ 
poses. 

Mr.  BENNETT.  Mr.  President,  the 
Senate  is  considering  the  proposal  of  the 
Treasury  Department,  S.  3283,  to  give 
the  Government  the  right  to  sell  partici¬ 
pation  certificates  backed  by  the  loans 
held  by  a  number  of  Federal  agencies  and 
to  use  them  as  collateral. 

The  bill  is  rather  complicated,  and  the 
Senator  from  Utah  has  found  it  difficult 
to  understand  the  implications  of  some  of 
its  ramifications.  He  is  not  sure  now 
that  he  really  understands  them.  I  feel 
that  it  is  unforttmate  that  the  Senate 
has  been  trying  to  act  hastily  with  re¬ 
spect  to  the  proposed  legislation.  I  am 
sure  that  even  the  48-hour  delay  since 
this  matter  was  discussed  last  Tuesday 
has  provided  an  opportunity  to  improve 
the  bill  and  to  eliminate  some  of  the 
problems  that  have  been  recognized  by 
both  sides. 

In  my  discussion  today,  I  shall  attempt 
to  explain  to  the  Senate  my  understand¬ 
ing  of  what  the  bill  does  and  what  it 
means.  I  shall  present  my  discussion 
from  two  points  of  view:  I  shall  discuss 
how  I  believe  the  law  would  operate  if 


the  bill  were  passed.  Then  I  shall  talk 
about  some  of  the  possible  consequences 
of  that  operation  and,  from  my  point 
of  view,  some  of  the  pitfalls  of  which  we 
must  be  aware. 

We  start  with  the  realization  that  the 
Federal  Government  has  been  engaged 
for  many  years  in  the  business  of  mak¬ 
ing  direct  loans  to  individuals,  corpora¬ 
tions,  municipal  bodies,  and  agencies  of 
various  kinds.  Based  on  the  table  that 
was  included  in  the  Record  on  Tuesday, 
51  agencies  are  now  making  these  loans, 
and,  at  the  latest  date  of  inventory,  these 
agencies  hold  approximately  $33  billion 
worth  of  loans.  The  interest  rates  on 
those  loans  vary  from  2  percent  on  the 
REA  loans,  which  is  less  than  half  the 
cost  to  the  Government  today  to  borrow 
money,  to  more  than  5V2  percent,  which 
is  approximately  equal  to  the  present 
market  price. 

These  problems  are  continuing.  In 
other  words,  the  agencies  are  still  mak¬ 
ing  loans.  The  $33-billion  figure  may 
have  been  true  for  one  particular  day,  but 
it  is  undoubtedly  higher  today,  and  it 
will  become  higher  in  the  future. 

In  the  meantime,  Congress  is  looking 
at  other  problems  which  conceivably 
might  increase  the  variety  and  number 
of  these  loans. 

In  his  testimony  before  the  Commit¬ 
tee  on  Banking  and  Currency,  under 
questioning,  Under  Secretary  of  the 
Treasury  Barr  estimated  that  by  the  end 
of  fiscal  year  1967 — which  means  by 
July  1968— the  volume  of  these  loans  out¬ 
standing  could  exceed  $39  billion,  an  in¬ 
crease  of  roughly  $6  billion  above  the 
present  total. 

This  situation  results  in  a  drain  on  the 
.Treasury  and  on  the  budget.  In  order  to 
offset  the  drain,  the  administration  pro¬ 
poses  to  use  these  loans  as  collateral — 
not  to  sell  the  loans,  as  has  been  done 
in  the  past,  but  to  use  them  as  collat¬ 
eral — and  to  issue  against  them  what 
might  be  called  mortgages.  These  obli¬ 
gations  would  be  in  the  form  of  partici¬ 
pation  certificates,  which  would  mature 
in  6  to  10  years,  with  an  estimated  aver¬ 
age  of  7  years. 

In  one  sense,  I  should  not  use  the  word 
“mortgage,”  because  any  person  who 
bought  a  participation  certificate  would 
not  buy  the  right  to  come  to  the  Treas¬ 
ury  and  foreclose  on  the  security.  Ac¬ 
tually,  he  would  buy  a  right  to  an  income, 
which  would  be  determined  in  a  way  I 
shall  discuss  shortly.  He  also  would  buy 
the  right  to  an  effective,  complete  guar¬ 
antee  by  the  Federal  Government  that 
his  interest  would  be  paid  and  that  his 
principal  would  be  paid  when  it  was  due. 

In  this  way  it  is  better  than  a  private 
mortgage,  but  in  essence  it  has  the  same 
characteristics  because  the  Treasury  is 
going  to  tie  up  this  collateral,  these  loans, 
and  hold  them  as  security  for  the  pay¬ 
ment  of  the  certificates  it  issues  against 
the  collateral.  As  I  understand  it,  the 
way  this  is  proposed  to  operate  is  that 
these  agencies  would  be  given  the  power 
to  turn  over  to  the  Federal  National 
Mortgage  Association  a  block  of  these 
loans  and  the  FNMA  would  be  given  the 
power  to  accept  them  in  trust. 

The  bill  provides  that  the  title  would 
be  deemed  to  have  passed  to  FNMA.  I 


believe  the  title  should  actually  pass  and 
not  merely  be  deemed  to  have  passed.  I 
believe  an  amendment  to  that  effect  will 
be  offered  and  accepted.  This  is  one  of 
the  improvements  that  we  have  made  in 
the  bill  over  the  last  48  hours. 

FNMA,  which  was  originally  set  up  to 
be  a  secondary  loan  for  home  mortgages 
guaranteed  by  FHA,  would  now  become  a 
kind  of  investment  agency  which  would 
take  assets  and  loans  from  other  Federal 
agencies  as  though  they  were  its  own, 
gather  them  into  groups,  and  then  issue 
new  indebtedness  against  them. 

The  loans  would  remain  the  property 
and  the  responsibility  of  the  Federal 
Government,  and  a  new  kind  of  paper 
would  come  into  being. 

One  of  the  things  that  has  concerned 
me,  and  on  which  I  am  not  sure  that 
I  have  a  clear  answer,  is  whether  FNMA 
could  accumulate  these  loans  from  a 
number  of  agencies,  join  them  in  the 
same  pool,  and  issue  certificates  against 
a  variety  of  loans.  I  am  not  sure  whether 
it  is  proposed  to  take  loans  from  sepa¬ 
rate  agencies  and  make  separate  pools 
out  of  them.  I  do  not  know  that  that  is 
vital,  but  I  hope  we  can  clear  the  matter 
up  before  we  finish  our  work  on  the  bill. 

I  ask  the  Senator  from  Maine  whether, 
as  a  matter  of  policy,  the  practice  is  to 
be  adopted  that  the  Treasury  propose 
to  mix  loans  from  various  agencies  and 
put  them  in  the  same  bundle,  or  does 
the  Treasury  propose  to  build  homo¬ 
genous  pools  with  loans  from  a  single 
agency? 

Mr.  MUSKIE.  I  believe  the  accurate 
way  to  answer  that  question  is  that  the 
Treasury  would  not  like  to  foreclose 
mixed  pools.  By  leaving  the  door  open 
to  this  possibility,  they  might  be  able 
to  make  the  issues  of  participation  cer¬ 
tificates  more  attractive  to  the  market. 

Mr.  BENNETT.  It  is  an  open  ques¬ 
tion. 

Mr.  MUSKIE.  It  is  an  open  ques¬ 
tion,  and  it  is  desired  to  keep  it  as  a 
possibility. 

Mr.  BENNETT.  If  each  pool,  regard¬ 
less  of  how  it  is  set  up,  were  to  become 
security  for  a  participation  certificate  or 
for  a  number  of  certificates,  and  if  the 
man  who  bought  the  certificate  had  no 
right  to  go  back  on  the  collateral,  then 
obviously  the  Federal  Government  would 
have  the  responsibility.  The  bill  recog¬ 
nizes  that  and  the  administration  ac¬ 
cepts  it. 

If  any  single  loan  in  the  pool  were  to 
become  bad,  it  must  be  replaced  by  a  good 
loan.  I  can  foresee  that  this  replace¬ 
ment  process  will  become  almost  con¬ 
tinuous,  if  not  for  that  reason,  then  for 
the  reason  that  there  will  be  different 
maturities  on  the  debt  obligations  in  the 
pool.  Constant  management  would  be 
required,  and  it  is  proposed  that  that 
management  be  with  the  originator  of 
the  direct  loan  placed  in  the  pool. 

The  government  agency  would  hold 
the  original  notes.  It  would  service 
them.  It  would  have  the  obligation  to 
collect  the  interest  and  principal  on  those 
notes.  If  some  note  were  to  become  bad 
or  mature,  the  Government  agency  would 
have  the  obligation  of  replacing  that  note 
in  the  pool  with  a  note  of  equal  value. 
If  collection  were  to  become  a  problem. 
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if  the  debtor  had  a  problem  in  paying  his 
interest  or  principal  when  due,  it  would 
be  the  Federal  Government  agency  that 
he  would  have  to  deal  with,  and  not  with 
the  holder  of  the  participation  certificate. 

Having  created  the  participation  cer¬ 
tificates,  the  Federal  Government  pro¬ 
poses  to  go  out  in  the  money  market  and 
sell  them.  It  is  my  understanding  that 
they  expect  to  sell  them  through  a  pro¬ 
fessional  private  underwriter  just  as  pri¬ 
vate  bond  issues  and  private  equity  stock 
issues  are  sold.  Whether  it  will  be  a 
single  company  or  individual  or  a  syndi¬ 
cate  remains  to  be  seen.  It  will  probably 
be  a  syndicate. 

That  would  mean  that  somebody  must 
buy  the  participation  certificates.  There 
would  be  bidding  or  at  least  negotiation 
on  the  price.  The  participation  certif¬ 
icates  would  undoubtedly  bear  a  fixed 
rate  of  interest.  However,  their  effective 
yield  would  vary  as  the  money  market 
varied. 

These  participation  certificates  would 
be  negotiable.  They  would  be  bought 
and  sold  in  the  money  market  by  in¬ 
vestors,  and  the  effective  rates  would 
vary  as  the  market  rate  varied. 

The  certificates  would  be  negotiable 
and  would  not  be  redeemable  by  the 
Federal  Government  until  maturity. 

It  is  my  understanding  that,  in  effect, 
as  soon  as  the  certificates  are  sold,  the 
Federal  Government  would  not  be  in¬ 
terested  in  who  bought  them.  In  many 
respects  these  would  become  replace¬ 
ments  for  the  long-term  standard  Gov¬ 
ernment  bonds  that  have  become  so  dif¬ 
ficult  to  sell. 

It  is  true  that  the  phrase  “full  faith 
and  credit  of  the  United  States”  is  not 
used  in  these  investment  participation 
certificates.  But  anyone  who  realizes 
that  the  Federal  Government  effectively 
guarantees  that  the  interest  and  prin¬ 
cipal  will  be  repaid  and  guarantees  that 
the  collateral  can  be  kept  effective  by 
agreeing  to  replace  any  bad  collateral 
can  realize  that  these  have  a  guarantee 
equally  as  valid  as  if  the  full  faith  and 
credit  of  the  United  States  were 
pledged.  The  only  real  difference  is  a 
tax  difference. 

By  this  device  the  administration 
would  get  an  opportunity  to  go  into  the 
long-term  money  market  for  money, 
which  privilege  is  now  denied,  with  re¬ 
spect  to  its  normal  long-term  bonds  be¬ 
cause  we  have  a  4  *4 -percent  interest 
ceiling  on  long-term  bonds,  and  the  in¬ 
terest  level  on  long-term  securities  in 
the  market  today  is  so  much  higher  than 
that  ceiling  that  the  Government  can¬ 
not  sell  its  bonds. 

This  leads  us  into  the  problem  which 
we  faced  in  Congress  for  a  number  of 
years.  Some  of  us  feel,  and  I  am  one, 
that  the  4% -percent  ceiling  is  archaic, 
that  it  is  a  nuisance,  that  it  is  an  un¬ 
necessary  barrier.  It  is  felt  that  if  it  is 
possible  to  get  around  the  ceiling  by  this 
kind  of  device  there  is  no  reason  why 
we  should  not  step  up  like  men,  take 
off  the  ceiling,  and  let  the  Government 
sell  its  bonds  directly  on  the  market 
without  going  through  this  long,  round¬ 
about  way. 

I  know  why  we  do  not  do  that.  It  is 
because  the  administration  wants  to 


preserve  the  image  that  it  believes  in 
low  interest  rates.  If  the  Government 
supported  the  idea  of  raising  the  ceiling 
on  long-term  bond  interest,  this  action 
would  be  considered  by  many  of  its  sup¬ 
porters  as  being  a  retreat  from  a  prin¬ 
ciple. 

So  now  we  retreat  from  the  principle 
through  the  back  door  instead  of 
through  the  front  door. 

Mr.  WILLIAMS  of  Delaware.  Mr. 
President,  will  the  Senator  yield? 

Mr.  BENNETT.  I  am  happy  to  yield 
to  the  Senator  from  Delaware,  for  a  ques¬ 
tion. 

Mr.  WILLIAMS  of  Delaware.  Is  not 
this  refusal  of  the  administration  to  re¬ 
move  the  archaic  4  y4 -percent  ceiling  in 
reality  resulting  in  monetizing  our  na¬ 
tional  debt  in  that  they  are  being  sold 
as  short-term  securities? 

Mr.  BENNETT.  It  has  two  effects.  I 
wish  to  be  fair:  This  is  a  problem  with 
which  every  administration  wrestles. 
The  calendar  tends  to  run  pretty  fast 
when  you  owe  money.  When  you  issue 
a  10-year  bond,  2  years  later  it  is  only 
an  8-year  bond;  or  when  you  issued  a 
6 -month  note,  3  months  later  it  is  only 
a  3-month  note.  So  the  problem  of 
maintaining  the  average  term  of  the  debt 
is  a  difficult  problem.  The  Senator  is 
correct.  There  are  three  things  that 
could  be  done.  I  have  mentioned  only 
two.  We  can  raise  the  interest  ceiling, 
or  we  can  do  what  is  being  proposed 
now;  or  the  Federal  Government  can  sell 
its  bonds  at  a  discount,  which  is  an  ad¬ 
mission  of  weakness.  This  administra¬ 
tion  has  done  that,  in  order  to  get  around 
the  4.25-percent  ceiling. 

Mr.  WILLIAMS  of  Delaware.  Another 
way  they  get  around  it  is  through  the 
sale  of  Government  bonds  with  less  than 
5-year  maturity. 

Mr.  BENNETT.  That  is  correct. 

Mr.  WILLIAMS  of  Delaware.  So  they 
are  selling  those  at  5  percent  when  in 
reality  they  could  have  sold,  on  the  same 
day,  a  20-year  bond  for  4.50  to  4.75  per¬ 
cent.  They  are  not  only  monetizing  the 
debt  but  also  paying  a  higher  interest 
rate  to  do  it  and  to  preserve  an  image 
of  being  for  low  interest  rates. 

Mr.  BENNETT.  That  is  the  feeling 
of  the  Senator  from  Utah.  I  think  this 
4  *4 -percent  interest  ceiling  has  become 
a  kind  of  symbol,  a  kind  of  shibboleth. 
That  was  fine  30  years  ago,  when  the 
Government  was  paying  2  percent  for 
money,  or  20  years  ago,  during  World 
War  H,  when  it  was  monetizing  the  en¬ 
tire  cost  of  the  war  and  paying  one-half 
or  one-fourth  of  1  percent  for  money. 
But  it  does  not  seem  to  be  realistic  at  the 
present  time. 

I  should  like  now  to  turn  to  the  ques¬ 
tion  of  how  much  money  we  are  talking 
about.  In  the  committee,  we  were  told 
that  there  are  approximately  $33  billion 
worth  of  loans  that  would  be  subject  to 
this  bill.  Between  now  and  the  end  of 
fiscal  1967,  $6  billion  more  of  such  loans 
would  probably  be  made,  making  a  total 
of  loans  outstanding,  then,  of  approxi¬ 
mately  $39  billion. 

But  if  this  bill  is  passed,  they  expect 
to  sell  between  now  and  the  end  of  fiscal 
1967  approximately  $8  billion  worth  of 
these  participation  certificates,  so  that 
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they  will  reduce  the  net  investment  in 
such  loans  to  $31.5  billion. 

But,  actually,  they  will  still  hold  $39 
billion  worth  of  loans,  and  be  responsi¬ 
ble  for  them. 

There  is  a  difference  between  these 
loans  and  the  bonds.  The  things  I  am 
about  to  say  represent  the  heart  of  my 
objection  to  the  bill.  These  participa¬ 
tion  certificates  represent  long-term 
borrowing  which  is  not  under  the  official 
debt  ceiling.  So  this  is  a  device  by  which 
the  Government  can  get  money  to  fi¬ 
nance  its  deficit  without  putting  any 
pressure  on  the  debt  ceiling. 

I  have  already  indicated  that  these  cer¬ 
tificates  are  not  bound  by  the  interest 
ceiling,  as  are  long-term  bonds.  So  they 
get  around  that  roadblock;  and  because 
they  will  not  show  up  plainly  in  the  fig¬ 
ures  quoted  to  show  the  condition  of  the 
operating  budget,  whether  it  is  a  deficit 
or  a  surplus,  that  figure  which  can  be 
presented  to  the  American  people  as  a 
measure  of  the  deficit  will  be  distorted 
by  the  amount  of  the  value  of  participa¬ 
tion  certificates  sold  in  any  one  fiscal 
year. 

Next  year,  the  administration  says,  it 
intends  to  sell  $4.7  billion  worth  of  these 
participation  certificates.  In  his  budget 
message,  the  President  took  that  into 
consideration — assuming  this  bill  would 
be  passed — and  said  he  expects  to  have 
a  deficit  of  only  $1.8  billion.  Of  course, 
the  situation  in  Vietnam  has  already  de¬ 
stroyed  that  hope,  but  I  wish  to  elimi¬ 
nate  that  from  consideration  for  the 
moment. 

If  the  President’s  figures  had  been  ac¬ 
curately  estimated,  and  if  we  had  gone 
through  in  terms  of  deficits  without  par¬ 
ticipation  certificate  sales,  his  deficit 
would  not  have  been  $1.8  billion;  it  would 
have  been  $6.5  billion.  I  am  not  accus¬ 
ing  the  President  of  deliberately  at¬ 
tempting  to  deceive  the  American  people, 
but  I  am  concerned  that  before  this  sys¬ 
tem  goes  into  operation,  some  method 
should  be  set  up  to  tell  the  American  peo¬ 
ple  how  many  of  these  participation  cer¬ 
tificates  were  sold,  and  what  their  effect 
was  on  the  announced  deficit.  The  use 
of  this  device  will  prevent  direct  and 
factual  comparisons  between  the  deficit 
in  the  years  in  which  the  device  is  used 
and  in  other  years  in  which  it  was  not 
used,  by  tending  to  understate  the  latter. 

Much  was  made,  on  Tuesday,  of  the 
fact  that  the  proposal  will  increase  the 
cost  of  financing  the  Federal  debt.  I 
shall  not  labor  that  point  again.  There  is 
general  agreement  that  it  will  increase 
the  cost;  there  is  disagreement  as  to  how 
much.  The  Budget  Bureau  says  from  25 
basis  points  to  35  basis  points,  which 
means  from  about  one-quarter  to  one- 
third  of  1  percent.  The  figures  show  that 
sale  of  participations  recently  repre¬ 
sented  an  increase  of  more  than  six- 
tenths  of  1  percent.  But  nobody  will  dis¬ 
agree  that  the  costs  will  be  increased. 

Mr.  WILLIAMS  of  Delaware.  Mr. 
President,  will  the  Senator  yield  at  that 
point? 

Mr.  BENNETT.  I  yield. 

Mr.  WILLIAMS  of  Delaware.  As  to 
the  cost,  I  found  it  interesting  to  review 
the  debate  that  took  place  when  this 
same  issue  was  before  Congress  in  1959. 
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At  that  time  the  man  who  was  then  serv¬ 
ing  as  majority  leader  of  the  Senate — 
the  same  man  who  is  now  in  the  White 
House — emphasized  that  the  cost  would 
exceed  six-tenths  of  1  percent  if  this 
procedure  were  utilized  to  liquidate  the 
assets.  So  I  am  quoting  the  best  au¬ 
thority  in  the  country:  the  man  who  is 
now  the  President  of  the  United  States. 

Mr.  BENNETT.  Well,  the  figures,  so 
far,  bore  him  out.  I  would  be  willing  to 
give  him  the  benefit  of  the  doubt  and 
say  that  we  must  look  to  the  future  for 
the  actual  answer,  but  so  far  as  the  pre¬ 
vious  experience  and  present  experience 
is  concerned,  it  is  approximately  six- 
tenths  of  1  percent. 

(At  this  point,  Mr.  Kennedy  of  New 
York  took  the  chair  as  Presiding  Officer.) 

Mr.  BENNETT.  Mr.  President,  I 
stated  at  the  beginning  that  I  was  dis¬ 
turbed  over  the  speed  with  which  the 
bill  was  being  handled,  because  there  is 
one  item  on  which  I  have  not  been  able 
to  get  information — and  this  is  a  typical 
problem:  An  agency  now  owning  Fed¬ 
eral  loans,  say  the  Small  Business  Ad¬ 
ministration,  turns  over  some  of  its  loans 
to  FNMA,  and  FNMA  issues  participa¬ 
tion  certificates  against  them,  sells 
them,  and  gets  the  money. 

Presumably,  it  turns  the  money  over 
to  the  agency  whose  loans  it  mortgaged. 
What  effect  will  this  have  on  the  capac¬ 
ity  of  that  agency  to  turn  around  and 
reloan  the  money?  How  much  of  the 
money  with  respect  to  each  agency 
would,  in  effect,  have  to  go  into  the 
Treasury  for  uses  other  than  loan  pur¬ 
poses? 

The  only  answer  I  can  get  is  that  the 
rules  are  different  for  each  agency.  The 
problem  is  so  complicated  and  it  would 
take  so  long  to  get  an  answer  that  we 
cannot  supply  it  in  time  for  this  dis¬ 
cussion. 

This  is  an  important  problem  and  I 
hope  before  too  long  that  we  will  get 
that  answer  set  forth  clearly. 

Are  we  expanding  the  lending  capacity 
of  the  agency:  and  if  so,  how? 

Or,  are  we  setting  up  funds  which  will 
go  back  into  the  Treasury  and  be  made 
available  for  other  spending  purposes? 

Mr.  DOMINICK.  Mr.  President,  will 
the  Senator  from  Utah  yield? 

Mr.  BENNETT.  I  am  happy  to  yield 
to  the  Senator  from  Colorado. 

Mr.  DOMINICK.  I  am  asking  the 
question  for  my  information.  On  read¬ 
ing  the  report,  I  gathered  that  if  the 
participation  loans  were  approved  by  the 
Appropriations  Committee,  the  money 
that  would  be  received,  agency  by  agency, 
could  be  used  to  expand  lending  power, 
or  be  sent  back  to  the  Treasury,  so  that 
each  agency  would  have  its  own  discre¬ 
tion.  Is  that  not  correct? 

Mr.  BENNETT.  Yes;  that  is  correct. 
The  money  that  would  come  in  from  the 
sale  of  participation  certificates  would 
have  the  same  value  as  appropriated 
funds  to  each  agency.  But,  the  condi¬ 
tion  under  which  the  agencies  can  use 
their  appropriated  funds — the  limita¬ 
tions — are  quite  different.  As  I  say,  the 
administration  just  said,  “We  cannot 
answer  your  question  in  the  length  of 
time  you  have  before  your  meeting.” 


Mr.  DOMINICK.  Just  taking  two 
agencies  for  the  purpose  of  clarifying  my 
own  thinking,  is  it  my  understanding 
that  this  would  increase  the  scope  of  the 
administrators  of  foreign  aid  to  make 
loans  around  the  world  without  Senate 
approval? 

Mr.  BENNETT.  The  foreign  aid  loans 
are  included  in  the  authority  granted 
by  the  bill,  but  administratively  they 
will  not  be  included  in  the  program,  as 
I  understand  it. 

Mr.  DOMINICK.  Fine.  What  about 
REA? 

Mr.  BENNETT.  REA  loans  are  in¬ 
cluded  also — that  is  to  say,  REA  is  one 
of  the  51  agencies  included  in  the  bill; 
but  the  administration  has  made  it  clear 
that  if  they  sell  participations  they  will 
not  include  any  REA  loans.  That  is  also 
a  matter  of  policy. 

Mr.  DOMINICK.  That  policy  could 
be  changed. 

Mr.  BENNETT.  Yes;  that  policy 
could  be  changed. 

Mr.  DOMINICK.  In  other  words, 
there  is  nothing  in  the  bill  itself  which 
would  prevent  the  REA  or  any  other 
agency  from  doing  this  if  they  are  in¬ 
cluded  within  the  51  agency  group.  Is 
that  correct? 

Mr.  BENNETT.  As  the  bill  now 
stands,  that  is  correct.  I  also  have  the 
understanding  that  an  amendment  will 
be  accepted  which  will  clear  that  up. 

Mr.  WILLIAMS  of  Delaware.  Mr. 
President,  will  the  Senator  from  Utah 
yield? 

Mr.  BENNETT.  I  yield. 

Mr.  WILLIAMS  of  Delaware.  I  be¬ 
lieve  it  is  correct  to  say  that  as  the  bill 
was  reported  by  the  committee  it  did 
give  them  authority  to  sell  REA  bonds. 

In  our  colloquy  the  other  day  I  cited  a 
specific  example  of  the  $3%  billion  loan 
we  had  for  the  British  Government  in 
1945 — 2-percent  bonds  of  which  approxi¬ 
mately  $3  billion  is  still  due.  Under  this 
bill  we  could  discount  those  bonds  or  sell 
them,  although  I  understand  that  since 
that  was  pointed  out  the  day  before  yes¬ 
terday  they  would  now  be  willing  to  ac¬ 
cept  amendments  to  strike  it  out.  Never¬ 
theless,  the  bill,  as  it  was  sent  down  by 
the  administration  and  ramrodded 
through  the  committee  and  onto  the 
floor  of  the  Senate,  it  did  give  them 
such  authority  to  sell  these  bonds,  and 
apparently  it  was  their  intention  to  do  so 
if  we  had  not  caught  it  in  time. 

Mr.  DOMINICK.  I  thank  the  Senator 
from  Delaware.  This  helps  my  think¬ 
ing  a  great  deal. 

Mr.  BENNETT.  In  the  bill  as  it  came 
from  the  committee,  this  permission  was 
available  because  the  agencies  are  among 
the  51  to  which  I  have  referred,  but,  as 
I  say,  it  is  my  understanding  that  the 
administration  will  accept  an  amend¬ 
ment  to  the  bill  to  straighten  out  that 
problem. 

I  should  like  to  talk  briefly  about  the 
effect  of  this  proposal  on  private  bor¬ 
rowers  and  private  lenders.  I  have  al¬ 
ready  commented  on  the  Government  as 
lender  and  borrower,  but  I  want  to  ex¬ 
pand  on  that,  top. 

Let  us  look  at  the  situation  of  the  pri¬ 
vate  borrower.  More  and  more  of  our 


fellow  citizens  and  our  instrumentalities, 
both  official  and  semiofficial,  are  discov¬ 
ering  that  the  Government  has  a  loan 
program  usually  at  subsidized  interest 
rates  which  will  enable  them  to  do  what 
they  want  to  do  without  paying  the  mar¬ 
ket  price  for  that  money,  or  without  fac¬ 
ing  the  judgment  of  a  lender  who  has 
got  to  lend  money  on  risk  and  has  got 
to  make  sure  that  his  judgment  is  right. 

Thus,  on  this  basis,  I  believe  that 
passage  of  the  pending  bill  would  en¬ 
courage  more  and  more  people  to  come 
to  the  Federal  Government  to  borrow 
money.  It  will  encourage  the  Govern¬ 
ment  to  expand  its  loan  programs,  be¬ 
cause  the  administrators  of  those  pro¬ 
grams  can  say,  when  they  come  to  Con¬ 
gress  for  increased  authorizations,  “Well, 
sure,  it  does  not  matter  how  big  our  loan 
program  gets.  We  can  always  sell  par¬ 
ticipations  against  it  and  the  net  invest¬ 
ment  of  the  Government  will  not  be 
increased.” 

Let  us  look  at  the  lenders  to  the  ex¬ 
tent  that  these  loans  will  be  the  borrow¬ 
ing  by  small  businesses,  individuals, 
small  local  borrowers.  The  local  banks 
will  begin  to  lose  more  and  more  of  their 
customers  when  these  customers  go  to 
the  Federal  Government  for  their  money. 
The  local  bank  will  lose  control  and  in¬ 
terest  in  the  loans  that  are  made.  In¬ 
stead  of  being  in  the  banking  business, 
they  will  begin  to  move  more  and  more 
into  the  investment  business,  because 
they  will  be  investing  in  a  piece  of  paper 
with  a  guaranteed  rate  of  interest  and  a 
guaranteed  return. 

This  could  weaken  the  service  of  our 
American  banking  system  to  its  commu¬ 
nities  and  make  them  more  and  more  a 
passive  money  manager  than  an  active 
lender. 

I  know  that  there  are  many  kinds  of 
bankers.  There  are  bankers  who  have 
always  been  passive,  but,  fortunately,  in 
many  communities  in  this  country  there 
have  been  active  bankers  who  have  taken 
the  leadership  in  developing  local  enter¬ 
prises,  local  projects  and  programs  to 
help  the  community. 

To  me,  this  situation  is  a  very  real 
threat  to  the  banking  industry.  Gov¬ 
ernment  rules  could  replace  private 
judgment.  This  could  make  it  so  that 
there  would  be  no  opportunity  for  a  man 
to  say,  as  a  banker  said  to  me  once, 
“Well,  it  may  be  a  poor  risk,  but  it  is  a 
darn  good  loan  and  will  be  good  for  our 
community.” 

I  have  to  raise  this  ugly  specter,  but 
we  are  opening  the  door  more  and  more 
to  political  decisions  as  to  who  will  get 
the  loans  and  who  will  not,  because  it 
is  obvious  from  the  present  situation  that 
there  are  more  people  who  want  loans 
than  there  is  money  to  supply  them,  and 
somebody  has  to  set  up  the  priorities. 
Since  the  Government  is  essentially  po¬ 
litical,  I  think  it  does  not  take  too  much 
imagination  to  discover  that  under  cer¬ 
tain  circumstances  the  priorities  will  be 
decided  on  some  basis  other  than  the 
value  of  the  loan  to  the  community. 

Much  was  said  the  other  day  about 
the  program  that  was  instituted  in  the 
Eisenhower  administration,  and  I  am 
not  going  to  open  up  that  can  of  worms 
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again,  unless  somebody  makes  me,  but  I 
would  like  to  point  out  this  difference. 
There  have  been  previous  programs 
whose  purpose  it  was  to  get  money  in¬ 
vested  in  loans  back  into  use  by  the  Fed¬ 
eral  Government.  In  those  cases  the 
loans  themselves  were  sold.  The  man 
who  bought  the  loan  had  to  manage  it, 
became  familiar  with  it,  serviced  it,  and 
it  was  just  as  if  he  had  gone  out  and 
established  a  new  loan. 

The  securities  still  had  Government 
guarantees,  so  the  risk  was  minimized 
to  that  extent,  but  he  had  to  get  it,  to 
service  the  loan,  and  make  the  collec¬ 
tion.  Actual  sales  of  loans  were  involved. 
The  volume  of  total  loans  in  the  Federal 
Government’s  hands  went  down. 

Under  this  proposal,  of  course,  the 
volume  of  loans  in  the  Government’s 
hands  will  remain  the  same  or  rise. 
There  is  an  offsetting  piece  of  paper 
against  it.  So  the  net  investment  will 
go  down,  but  not  the  total  in  the  hands 
of  the  Government. 

Mr.  MUSKIE.  Mr.  President,  will  the 
Senator  yield? 

Mr.  BENNETT.  I  yield. 

Mr.  MUSKIE.  I  do  not  have  the  figure 
on  the  proportion  of  the  direct  loan  sales 
that  are  with  recourse  to  the  Govern¬ 
ment  and  those  which  are  made  under 
some  kind  of  Government  guarantee  or 
insurance  but  I  think  the  bulk  of  the  di¬ 
rect  loan  sales  do  carry  a  continuing  ob¬ 
ligation  for  the  Government.  So  to  that 
extent  the  total  obligations  to  the  Gov¬ 
ernment  are  not  reduced.  The  direct 
loan  paper  is  reduced  to  the  extent  that 
direct  loan  sales  take  place.  I  only 
wanted  to  point  out  that  those  participa¬ 
tion  sales  involve  a  guarantee,  and  in 
that  sense  are  a  continuing  liability.  So 
I  think  the  analogy  ought  to  go  to  direct 
sales  with  recourse  to  the  Government. 

The  record  of  the  hearings,  at  page  97, 
contains  a  table  showing  the  Export-Im¬ 
port  Bank  sales  from  fiscal  year  1961  to 
fiscal  year  1965.  The  total  amount  from 
1961  to  1965  without  recourse  amounted 
to  $284  million.  The  remainder  amount¬ 
ing  to  about  $1.5  billion  were  with  re¬ 
course.  Whether  or  not  this  reflects  a 
pattern  as  to  other  agencies,  I  do  not 
know. 

Mr.  BENNETT.  I  am  glad  the  Senator 
brought  that  fact  to  our  attention,  be¬ 
cause  we  want  to  get  the  Record  clear. 

Mr.  DIRKSEN.  Mr.  President,  is  the 
Senator  from  Utah  at  liberty  to  yield  for 
a  few  questions  at  this  time? 

Mr.  BENNETT.  I  happy  to  yield. 

Mr.  DIRKSEN.  We  do  have  today  a 
very  accepted  way  of  investment  that  is 
referred  to  as  mutual  funds,  which  funds 
take  in  amounts  of  money  and  buy  se¬ 
lected  stocks  and  issue  certificates  against 
those  stocks. 

Mr.  BENNETT.  That  is  correct. 

Mr.  DIRKSEN.  Is  that  about  com¬ 
parable  with  this  situation,  where  assets 
of  other  agencies  in  the  form  of  direct 
loans  are  put  in  a  common  pool  and 
these  participation  certificates  are  is¬ 
sued? 

Mr.  BENNETT.  Yes,  in  respect  to 
which  you  refer. 

Mr.  DIRKSEN.  Now  my  question:  Is 
it  correct  to  say  that  the  buyer  of  a  par¬ 
ticipation  certificate  does  not  get  a  title 


to  any  specific  loan  or  any  specific  secu¬ 
rity? 

Mr.  BENNETT.  The  Senator  is  cor¬ 
rect.  One  does  not  get  any  title  to  a 
specific  loan.  In  that  respect  it  is  like 
the  mutual  fund  concept. 

Mr.  DIRKSEN.  I  saw  a  little  state¬ 
ment  in  the  report  about  the  interest 
rate.  I  do  not  know  that  it  was  nailed 
down.  The  point  has  been  made  that  it 
would  cost  more  this  way  than  by  direct 
Treasury  financing.  Does  the  Senator 
have  a  comment  on  that? 

Mr.  BENNETT.  I  believe  it  is  agreed 
by  all  that  it  will  cost  more.  Tire  extent 
of  the  difference  will  depend  on  market 
conditions.  We  argued  much  about  that 
on  Tuesday.  Tire  Treasury  is  prepared 
to  admit  it  will  cost  somewhere  from  one- 
quarter  to  one-third  of  1  percent.  I 
think  the  recent  record  shows  it  may  well 
reach  one-half  of  1  percent. 

Mr.  DIRKSEN.  So  it  is  conceivable 
that  it  will  cost  more  than  by  direct 
Treasury  borrowing? 

M.  BENNETT.  There  is  no  question 
about  that. 

Mr.  DIRKSEN.  On  pages  18  and  19  of 
the  report  there  is  listed  a  group  of 
agencies  or  programs  showing  direct 
loans  and  also  guaranteed  and  insured 
loans.  Of  this  number,  Is  it  correct  to 
say  that  only  the  direct  loans  are  the 
ones  that  would  go  into  the  pool? 

Mr.  BENNETT.  I  think- 1  know  the 
list  the  Senator  is  looking  at.  It  was 
assumed,  when  that  list  was  published, 
that  any  loan  outstanding  which  was  in 
the  possession  of  any  of  these  agencies 
could  theoretically  be  subject  to  the 
terms  of  this  bill  and  become  part  of  the 
pool. 

To  be  fair  to  my  friends  on  the  other 
side,  I  should  say  they  are  willing  to 
accept  an  amendment  which  will  restrict 
the  agencies  which  may  participate  in 
the  pool. 

Mr.  WILLIAMS  of  Delaware.  Mr. 
President,  will  the  Senator  yield? 

Mr.  BENNETT.  I  yield. 

Mr.  WILLIAMS  of  Delaware.  That 
restriction,  however,  was  not  proposed 
until  after  some  of  us  objected  a  couple 
of  days  ago  and  it  was  emphasized  that 
even  the  British  loans  made  in  1945 
amounting  to  $3%  billion,  could,  under 
this  bill  be  discounted  in  the  New  York 
banks.  I  understand  the  administration 
agreed  to  accept  an  amendment  to  elimi¬ 
nate  this.  What  else  is  in  it  I  do  not 
know,  but  the  Commodity  Credit  Cor¬ 
poration  is  included  in  this  bill.  The 
Commodity  Credit  Corporation  is  already 
bankrupt.  Of  course,  with  a  Govern¬ 
ment  guarantee  even  a  worthless  note 
can  be  sold. 

Mr.  MUSKIE.  Mr.  President,  will  the 
Senator  yield  at  this  point  in  the  col¬ 
loquy? 

Mr.  BENNETT.  I  am  happy  to  yield. 

Mr.  MUSKIE.  I  think  both  the  Sen¬ 
ator  from  Delaware  and  the  Senator  from 
Utah  are  correct  in  saying  that  as  the 
bill  came  out  of  the  committee,  and  as 
it  was  presented,  it  covered  obligations 
of  around  $33  billion,  subject,  however, 
to  this  control :  That  these  participations 
would  have  to  be  approved  by  specific 
authorization  acts,  which  would  go  to  the 
specific  appropriations  committees. 
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I  made  it  clear  on  Tuesday  that  there 
was  no  intention  on  the  part  of  the  ad¬ 
ministration  to  include  foreign  aid  loans 
or  British  loans  or  some  other  loans,  in¬ 
cluding  the  REA  loans. 

Coupled  with  that  other  control  in  the 
bill,  that  the  appropriations  committees 
must  pass  on  it,  I  think  the  restrictions 
were  much  more  significant  than  has 
been  suggested  up  to  this  point  in  the 
colloquy. 

However,  in  order  to  clarify  any  doubts 
and  to  conform  with  the  actual  program 
the  administration  had  in  mind,  the 
amendment  to  which  the  Senator  from 
Utah  has  adverted  will  be  offered,  and 

1  think  that  will  cover  programs  that 
include  a  direct  loan  portfolio  of  $10,- 
971  million. 

Mr.  WILLIAMS  of  Delaware.  Mr. 
President,  I  would  like  to  have  an  ex¬ 
planation  of  these  amendments  first,  I 
have  no  objection  to  the  Senator  finish¬ 
ing  his  remarks,  but  this  bill  was  rushed 
onto  the  floor  without  proper  considera¬ 
tion.  It  was  in  the  committee  for  only 

2  days.  We  are  dealing  with  authority 
involving  $33  billion.  I  would  like  an 
explanation  of  these  amendments  before 
I  enter  into  any  agreement. 

I  hope  the  Senator  from  Utah  will  fin¬ 
ish  his  remarks  so  that  we  can  get  an 
explanation  of  the  amendments. 

Personally,  I  think  it  would  be  vase  if 
we  learned  what  else  is  in  this  bill.  If 
the  committee  now  recognizes  that  there 
is  about  $20  billion  in  it  that  they  are 
willing  to  take  out,  which  is  about  two- 
thirds  of  the  original  bill,  how  much 
more  is  in  there  that  neither  the  com¬ 
mittee  nor  I  know  about? 

Would  it  not  be  wise  to  take  this  meas¬ 
ure  back  to  the  committee,  have  it  stud¬ 
ied  further  and  then  bring  it  back  to 
the  floor,  at  which  time  we  can  proceed 
with  a  more  orderly  discussion  of  the  bill? 

I  am  not  trying  to  cause  any  undue 
delay,  and  to  show  that  I  am  not  trying 
to  preclude  a  vote,  I  am  willing  to  agree 
now  that  when  it  comes  back  we  enter 
into  a  unanimous-consent  agreement 
limiting  debate. 

However,  I  think  that  the  Senate 
should  have  a  chance  to  study  the  meas¬ 
ure  in  amended  form.  We  are  not  deal¬ 
ing  with  millions  of  dollars  but  billions. 

As  I  understand  it,  the  administration 
now  agrees  to  change  this  measure  from 
$33  billion  to  $10  billion.  That  is  a  won¬ 
derful  step  in  the  right  direction,  but 
how  do  we  know  that  there  is  only  $10 
billion,  $5  billion,  or  $20  million  left? 

It  would  be  far  better  if  the  bill  were 
to  go  back  to  the  committee.  The  com¬ 
mittee  could  report  the  measure  next 
week.  We  are  told  that  the  administra¬ 
tion  is  not  planning  to  utilize  this  au¬ 
thority  for  another  12  months.  One 
week  would  not  make  much  difference. 
I  would  be  willing  to  have  it  reported 
back  on  a  day  certain  next  week  with 
the  unanimous  consent  to  consider  it 
that  day. 

Again  I  emphasize  that  I  am  not  try¬ 
ing  to  preclude  the  right  to  vote  on  the 
bill,  but  the  Senate  should  know  for  what 
it  is  voting. 

Mr.  BENNETT.  Mr.  President,  I  was 
in  colloquy  with  the  Senator  from  Illi¬ 
nois.  I  did  not  intend  to  interrupt  him. 
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Mr.  DIRKSEN.  There  is  included  for 
State  Department,  Agency  for  Inter¬ 
national  Development  $8,997  million. 
That  includes  the  loans  that  have  been 
made  over  a  period  of  time  directly  to 
underdeveloped  countries,  in  large  part. 

As  I  recall,  some  of  those  loans  were 
made  with  a  grace  period  of  10  years  on 
payment  of  interest  of  a  quarter  of  1 
percent,  and  then  on  a  40 -year  basis, 
as  in  the  case  of  loans  made  to  Ghana 
to  build  a  powerplant  and  dam  on  one 
of  the  major  rivers  there. 

Just  imagine  buying  a  participation 
certificate  involving  loans  for  a  40-year 
period  with  a  long  grace  period,  and 
virtually  no  interest,  on  what,  for  practi¬ 
cal  purposes,  I  call  concealed  grants. 

What  does  the  administration  propose 
to  do  about  some  kind  of  prospectus,  so 
that  a  purchaser  may  have  a  little 
brochure  to  tell  him  what  kind  of  paper 
is  in  this  pool  and  the  terms  and  condi¬ 
tions  of  the  paper? 

If,  perchance,  one  is  interested  in  buy¬ 
ing  through  a  mutual  fund,  he  is  given 
a  list  _showing  that  it  holds  so  many 
shares  of  Aluminum  Company  of  Amer¬ 
ica,  so  many  shares  of  Standard  Oil,  and 
so  many  shares  of  this  and  that.  Com¬ 
plete  information  is  given  on  what  is  in 
the  portfolio,  so  the  investor  will  know. 

What  does  the  administration  propose 
to  tell  the  people?  What  does  it  pro¬ 
pose  to  tell  the  prospective  investor  as  to 
what  these  loans  will  buy? 

Mr.  BENNETT.  As  far  as  the  Sen¬ 
ator  from  Utah  knows,  no  definite, 
official  statement  has  been  made  by  the 
administration  on  that  point,  but  un¬ 
officially,  I  have  been  given  to  understand 
that  it  is  the  intention  of  the  Govern¬ 
ment  to  enter  into  a  contract  with  a 
typical  private  investment  banking  firm, 
skilled  in  the  selling  and  underwriting 
of  securities,  of  which  this  would  be  a 
typical  one.  I  assume  that  if  they  make 
such  a  contract,  when  the  private  agency 
goes  into  the  market  to  sell  the  security, 
it  will  be  brought  under  Securities  and 
Exchange  Commission  regulations,  and 
it  will  be  required  to  furnish  the  pro¬ 
spectus  to  which  the  Senator  has 
referred. 

But  there  is  nothing  in  the  bill  that 
requires  it. 

Mr.  DIRKSEN.  That  is  an  assump¬ 
tion. 

Mr.  BENNETT.  That  is  an  assump¬ 
tion. 

Mr.  DIRKSEN.-  And  the  salespeople 
of  the  underwriter  will  say  that  the  Gov¬ 
ernment  of  the  United  States  is  behind 
these  participation  certificates.  That 
begins  to  assuage  the  apprehensions  of 
people.  They  say,  “Oh,  well,  if  the  Fed¬ 
eral  Government  is  behind  this,  I  have 
no  concern  about  it.” 

I  believe  that  in  the  interest  of  candor 
there  has  to  be  something  in  the  bill  to 
require  the  administration  to  tell  what 
they  are  selling.  People  may  think  they 
are  buying  something,  and  it  will  be  a 
pig  in  a  poke,  unless  one  is  willing  to 
accept  the  word  that  the  Federal  Gov¬ 
ernment  is  behind  it. 

We  had  this  problem  once  before. 
The  Senator  from  Utah  may  remember 
the  days  of  the  joint  land  banks. 


Mr.  BENNETT.  I  was  not  in  Con¬ 
gress  in  those  days. 

Mr.  DIRKSEN.  I  was.  I  remember 
those  days.  That  paper  went  down  to 
nothing.  That  was  a  pretty  sorry  busi¬ 
ness  for  the  investors  who  held  those 
bonds.  There  came  a  hue  and  cry  be¬ 
cause  of  certain  language  in  the  law  as 
to  whether  or  not  they  were  or  were 
not  absolutely  guaranteed  by  the  Federal 
Government.  Then,  they  discovered 
they  could  not  collect  and  the  bonds  went 
down,  and  down,  and  down.  These  in¬ 
vestors  in  good  faith  were  left  to  hold  the 
paper  and  take  the  loss. 

Mr.  WILLIAMS  of  Delaware.  The 
agency  will  service  it.  All  they  will  have 
will  be  a  Government  bond,  which  is 
guaranteed  by  the  pledge  of  FNMA,  that 
if  there  is  a  default  they  will  make  the 
payment,  backed  up  by  borrowing  from 
the  Treasury. 

My  question  is:  In  what  denomina¬ 
tions  are  these  bonds  going  to  be  sold? 
They  will  bring  5l/4  percent  to  5%  per¬ 
cent.  Will  the  average  American  citi¬ 
zen  be  able  to  buy  this  5.35-interest-rate 
Government  bond,  or  will  they  as  some 
have  suggested,  be  issued  in  denomina¬ 
tions  not  lower  than  $50,000  denomina¬ 
tions,  which  would  preclude  the  Ameri¬ 
can  public  from  it? 

We  are  selling  series  E  bonds  at  4.15 
percent  interest.  If  they  are  to  pay  514 
percent  to  514  percent  why  not  let  the 
little  fellow  buy  it  and  get  this  extra  1 
percent? 

We  should  not  exclude  the  American 
people.  I  think  that  the  law  should  be 
explicit  as  to  exactly  what  is  intended. 

Mr.  BENNETT.  This  bill  gives 
FNMA,  the  trustee  for  these  pools,  un¬ 
limited  power  to  secure  funds  by  borrow¬ 
ing  from  the  Federal  Treasury  to  make 
good  any  loss  or  any  potential  loss.  This 
is  also  checked  in  advance  by  the  Ap¬ 
propriations  Committees.  They  cannot 
issue  any  participation  certificates  until 
the  Appropriations  .  Committees  have 
authorized  it. 

This  particular  feature  of  the  bill  was 
written  in  on  the  House  side  at  the  re¬ 
quest  of  the  minority — this  right  of  the 
Appropriations  Committees  to  ride  herd 
over  the  issuance  of  these  certificates. 

Mr.  DIRKSEN  That  right  they 
should  have.  But  the  point  is,  at  the 
time  when  the  appeal  is  made  to  the  pub¬ 
lic  to  buy  these  participation  certifi¬ 
cates,  how  much  information  will  they 
have  as  to  precisely  what  they  are  going 
to  buy?  An  investor  might  say,  “Not  on 
your  life.  I  do  not  get  so  much  as  a 
security  to  show  for  the  money  I  am 
going  to  invest.  The  Government  keeps 
the  assets.  All  I  get  is  a  participating 
certificate.” 

Mr.  BENNETT.  Just  a  piece  of  paper. 

Mr.  DIRKSEN.  And  the  agency  that 
made  the  loan  in  the  first  place  is  going 
to  service  the  loan  and  collect  the  money. 

Mr.  BENNETT.  FNMA  would  .service 
the  loan. 

Mr.  DIRKSEN.  That  is  not  my 
understanding. 

Mr.  BENNETT.  The  Senator  is  cor¬ 
rect,  I  was  thinking  of  something  else. 

Mr.  WILLIAMS  of  Delaware.  My 
question  is:  Are  the  bonds  to  be  limited 


to  $50,000  minimum  denominations,  or 
will  they  be  reduced  to  $1,000  denomina¬ 
tions  so  that  the  average  Joe  Doakes  can 
buy  them  and  get  aboard  this  gravy- 
train? 

Mr.  BENNETT.  The  Senator  from 
Utah  does  not  have  that  information.  I 
asked  an  official  of  the  Treasury  the  spe¬ 
cific  question  about  the  $50,000  figure 
and  was  told  that  there  would  be  bonds 
of  much  smaller  denomination  than  that. 
But  when  I  asked  him  how  small,  I  was 
told  that  the  decision  has  not  been  made. 

Mr.  WILLIAMS  of  Delaware.  That  is 
what  I  was  told.  I  think  it  is  a  decision 
that  should  be  made  before  we  vote. 

After  all,  if  the  Government,  in  its 
great  benevolence,  is  going  to  pay  an  ex¬ 
tra  1  percent  or  six-tenths  of  1  percent 
in  interest  rates  more  than  is  necessary 
on  a  Government-guaranteed  bond  and 
if  the  average  investor  knows  that  there 
is  no  difference  between  a  direct  Gov¬ 
ernment  bond  and  a  Government-guar¬ 
anteed  bond,  why  not  let  Joe  Doakes,  the 
man  in  the  street,  receive  the  benefit  of 
the  extra  one-half  percent?  Why  con¬ 
fine  the  privilege  to  one  bank  in  New 
York? 

Mr.  MUSKIE.  Mr.  President,  will  the 
Senator  yield? 

Mr.  WILLIAMS  of  Delaware.  I  yield. 

The  PRESIDING  OFFICER.  Does  the 
Senator  from  Utah  yield? 

Mr.  BENNETT.  May  I  maintain  my 
right  to  the  floor  and  yield  to  the  Sena¬ 
tor  from  Maine,  so  that  he  may  question 
the  Senator  from  Delaware? 

Mr.  WILLIAMS  of  Delaware.  Very 
well.  I  hope  that  the  Senator  from 
Maine  can  answer  the  question. 

Mr.  MUSKIE.  I  shall  be  happy  to  an¬ 
swer  it. 

Since  the  Senator  appears  to  prefer 
the  sale  of  loan  paper  directly,  there  is 
nothing  in  the  proposed  legislation 
which  would  prohibit  the  continuation 
of  direct  sales  of  loans  and  they  are 
available  in  the  denominations  that  are 
on  the  •  books.  Those  denominations 
cannot  be  reduced.  They  are  on  the 
books  and  in  the  portfolio.  If  they  hap¬ 
pen  to  be  in  small  denominations,  the 
small  investor  is  free  now  to  purchase 
them. 

The  history  of  direct  sales  of  loans  is 
that  the  interest  is  even  higher  than  it 
is  on  the  participation-certificate  sales. 
So  the  Senator’s  hypothetical  investor 
could  make  more  money  by  buying  the 
obligations  that  are  now  available  in  the 
Government’s  portfolio  of  direct  loans, 
and  at  better  interest  rates. 

Mr.  WILLIAMS  of  Delaware.  The 
Senator  from  Maine  says  that  they  will 
be  sold  based  on  what  is  on  the  books. 
My  question  is:  What  is  on  the  books? 

Mr.  MUSKIE.  They  are  already 
there.  If  the  proposed  legislation  is  not 
passed,  they  are  there.  I  am  talking 
about  the  direct  loan  paper  that  is  in  the 
portfolio  now. 

Mr.  WILLIAMS  of  Delaware.  I  am 
speaking  of  the  participation  certificates 
in  this  particular  bill.  Will  they  be  sold 
in  denominations  as  low  as  $1,000,  or 
will  they  be  limited  to  $50,000?  The 
Senator  from  Utah  indicated  he  could 
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not  find  out.  In  what  denominations 
will  they  be  sold? 

Mr.  MUSKIE.  The  Senator  already 
has  his  answer  to  that  question  from  the 
Senator  from  Utah.  My  interjection 
was  for  the  purpose  of  suggesting  to  the 
Senator  from  Delaware  that  the  investor 
about  whom  he  is  concerned  in  his 
question  would  have  the  opportunity  to 
get  this  loan  paper  at  higher  interest 
rates  than  would  be  available  in  the 
participation  sales  program,  and  in  de¬ 
nominations  to  suit  his  purse,  if  they  are 
available  in  the  present  portfolio.  So 
the  investment  opportunity  that  the 
Senator  is  seeking  is  now  available. 

With  respect  to  the  program  covered 
by  the  bill - 

Mr.  WILLIAMS  of  Delaware.  Mr. 

TD-ppci  r|  fvn 

Mr.  MUSKIE.  May  I  finish? 

Mr.  WILLIAMS  of  Delaware.  Per¬ 
haps  my  point  is  not  clear. 

Mr.  MUSKIE.  The  point  is  clear. 

Mr.  WILLIAMS  of  Delaware.  FNMA 
sold  some  participation  certificates  about 
3  months  ago.  How  low  were  the  de¬ 
nominations  of  those  certificates? 

Mr.  MUSKIE.  I  could  not  answer 
that  question. 

Mr.  WILLIAMS  of  Delaware.  Then 
we  are  back  where  we  started. 

Mr.  MUSKIE.  If  for  the  next  6 
months  the  committee  held  the  hearings 
that  the  Senator  is  proposing,  I  could 
not  conceivably  memorize  the  details 
that  the  Senator  is  seeking  with  respect 
to  the  sales  of  all  the  certificates.  I  do 
not  have  that  answer. 

I  am  saying  to  the  Senator  that  in  the 
direct  loan  portfolio  now — and  I  can¬ 
not  tell  him  what  is  in  it — there  are  $33 
billion  worth  of  certificates.  In  the  di¬ 
rect  portfolio  now,  I  am  sure  that  a  va¬ 
riety  denominations  is  available  to  in¬ 
vestors  who  wish  to  make  that  kind  of 
investment. 

The  Senator  has  raised  a  question. 
My  only  effort  was  to  try  to  suggest  that 
here  is  an  investment  opportunity  com¬ 
parable  with  the  one  which  is  available 
to  the  Senator’s  hypothetical  investor. 
That  is  my  only  point. 

Mr.  WILLIAMS  of  Delaware.  The 
American  Telephone  &  Telegraph  Co. 
recently  sold  a  sizable  bond  issue,  and 
in  the  advertising  appearing  in  the  Wall 
Street  Journal  it  was  stated  that  these 
bonds  would  be  in  denominations  as  low 
as  $1,000.  In  almost  any  bond  issue  of 
any  major  corporation  the  Securities 
and  Exchange  Commission  requires  that 
the  corporation  indicate  the  lowest  de¬ 
nomination  at  which  the  bonds  can  be 
bought. 

My  question  is  this:  Under  this  bill  it 
is  proposed  to  sell  as  much  as  $33  billion 
worth  of  bonds.  In  what  denomina¬ 
tions  are  they  to  be  sold?  Will  they  be 
in  $1,000  or  $50,000  denominations,  or 
only  in  $1  million  quantities?  Cer¬ 
tainly  this  is  a  proper  question.  It  is  a 
question  that  any  corporation  in  Amer¬ 
ica  would  have  to  answer  before  it  could 
float  a  bond  issue  in  the  manner  that  is 
proposed  by  the  bill.  It  is  a  question 
that  is  answered  by  the  U.S.  Govern¬ 
ment  in  all  its  direct  sales  of  bonds. 

I  thank  the  Senator  from  Utah  for 
yielding. 


Mr.  BENNETT.  Mr.  President,  this  is 
another  open  question:  In  what  denom¬ 
inations  and  in  what  market?  The 
Senator  from  Utah  has  assumed  that  the 
denominations  would  be  large  and  that 
they  would  be  sold  in  the  major  money- 
markets,  for  no  other  reason  than  that 
the  cost  of  breaking  the  certificates  down 
into  $100,  $500,  and  $1,000  units,  and 
then  disposing  of  them  and  trading  in 
them,  would  be  very  high. 

The  claim  has  been  made  that  this 
program  would  bring  in  private  money 
to  replace  public  money  in  the  loan  pro¬ 
grams.  To  me,  this  is  based  on  a  fal¬ 
lacious  assumption,  because  the  Federal 
Government  never  gets  any  money  that 
is  not  private  money.  It  was  private 
money  that  either  paid  the  taxes  or 
bought  the  bonds  that  provided  the  funds 
that  made  the  loans.  Now  that  the  loans 
have  been  made,  it  is  proposed  to  have 
private  money  come  in  and  take  them 
out  again.  One  kind  of  private  money 
would  be  replaced  with  another,  or  one 
kind  of  obligation  would  be  replaced  with 
another. 

Another  weakness  in  this  situation  has 
to  do  with  the  use  of  the  money  after 
the  participation  certificates  had  been 
sold.  This  brings  us  back  to  the  fact 
that  through  the  sale  of  these  certificates, 
or  the  direct  sale  of  the  obligations,  we 
could  distort  or  conceal  or  destroy  the 
opportunity  for  direct  comparison  on 
the  cost  of  government.  In  a  sense,  we 
would  be  selling  permanent  assets  or 
long-term  assets  for  current  expenses. 
That  would  be  like  selling  the  furniture 
to  pay  the  grocery  bill.  It  is  the  sort 
of  thing  people  do  when  they  try  to  live 
above  their  income. 

I  would  feel  better  about  the  situation 
if  the  administration  had  assured  us  that 
it  was  prepared  to  tell  us  what  the  effect 
would  be  with  respect  to  each  succeeding 
budget.  I  shall  propose  an  amendment 
which  would  require  a  special  report  to 
Congress  as  to  the  impact  on  the  budget. 

When  this  question  was  raised  in  the 
committee,  the  Director  of  the  Budget 
pulled  out  a  docmnent  and  said,  “Well, 
the  figures  are  already  here.”  But  they 
are  buried  deep  in  a  special  analysis  of 
Federal  credit  programs  and  never  be¬ 
come  related  to  the  actual  budget  figure 
that  appears  in  the  headlines  of  the 
newspapers,  and  I  am  eager  to  relate 
them.  We  shall  discuss  that  subject 
later. 

To  many  people  in  this  country — and 
the  number  is  surprising,  in  teims  of  my 
experience,  since  the  bill  was  introduced 
in  the  Senate — this  proposal  appears  to 
be  a  gimmick  to  conceal  the  true  operat¬ 
ing  budget  figures  and  to  prevent  com¬ 
parison.  From  now  on,  it  would  be  a 
permanent  program,  spreading  over  the 
agencies  that  are  finally  included  in  it. 

At  the  moment,  I  intend  to  vote 
against  the  bill,  not  because  I  think  it  is 
dishonest  or  immoral,  but  because  I  am 
concerned  about  and  object  to  the  speed 
with  which  it  has  been  rushed  through 
the  committee  and  is  being  nished  on 
the  floor  and  I  object  to  leaving  unan¬ 
swered  the  remaining  questions  that  I 
think  should  be  answered. 

I  expect  the  bill  to  pass.  Perhaps  the 
bill  will  be  passed  more  or  less  on  a  party 
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line.  'As  a  Republican,  I  can  read  all 
kinds  of  sinister  ideas  into  the  program. 
We  have  been  hearing  talk  about  a  po¬ 
tential  tax  increase  in  order  to  dampen 
the  effects  of  threatened  inflation.  The 
bill  would  provide  the  administration, 
according  to  its  plan,  with  $4.7  billion 
without  a  tax  increase  and  without  an 
increase  in  official  borrowing  under  the 
debt  ceiling  limit. 

Mr.  LAUSCHE.  Mr.  President,  will 
the  Senator  yield? 

Mr.  BENNETT.  I  yield. 

Mr.  LAUSCHE.  Mr.  President,  as  the 
Senator  knows,  I  am  not  on  the  commit¬ 
tee.  I  should  like  to  get  certain  infor¬ 
mation. 

Does  the  bill  provide  in  any  way  what 
the  interest  rate  would  be  that  the  Gov¬ 
ernment  would  pay  to  the  buyers  of  the 
certificates  in  the  pool? 

Mr.  BENNETT.  They  would  be  sold 
on  the  open  market.  The  rates  may  vary 
from  certificate  to  certificate.  As  I  un¬ 
derstand  it,  the  certificates  would  be 
turned  over  to  a  professional  underwrit- 
ing  individual,  firm,  or  syndicate  and 
would  be  treated  the  same  as  the  dis¬ 
tribution  of  any  private  issuance  of  debt 
would  be  treated. 

Mr.  LAUSCHE.  Based  upon  the  in¬ 
terest  rate  that  the  Government  is  get¬ 
ting  from  the  mortgages  which  it  holds, 
is  it  reasonable  to  anticipate  that  the  in¬ 
terest  rate  that  the  Government  would 
have  to  pay  on  the  certificates  would  be 
greater  than  the  interest  which  it  col¬ 
lects? 

Mr.  BENNETT.  I  have  no  way  of 
knowing  because  I  do  not  know  which 
loans  would  be  placed  in  the  pool.  How¬ 
ever,  as  the  bill  stands  now,  it  is  pos¬ 
sible — although  the  administration  says 
that  it  will  not  do  so — to  place  the  REA 
loans  in  the  pool.  The  difference  in  that 
case  would  be  the  difference  between  2 
percent  and  whatever  rate  of  interest  the 
certificates  would  sell  for,  which  is  as¬ 
sumed  to  be  somewhere  above  5  percent. 

Some  loans  might  go  into  the  pool 
which  loans  are  now  earning  an  amount 
approximately  equal  to  the  rate  of  inter¬ 
est  for  which  these  certificates  would 
have  to  be  sold.  Therefore,  we  would 
have  a  whole  range  from  the  REA  figure 
of  2  pei’cent  up  to  some  loarxs  on  which 
we  can  assume  there  would  be  no  dif¬ 
ference  in  interest  rate. 

Mr.  LAUSCHE.  On  page  20  of  the  re¬ 
port  there  is  the  statement: 

Testimony  offered  by  the  Budget  Bureau 
suggested  that  the  differential  may  be  as 
low  as  “25  to  35  basis  points,”  or  an  addi¬ 
tional  0.25  to  0.35  percent. 

Does  that  mean  the  differential  in  the 
interest  rate? 

Mr.  BENNETT.  That  is  the  differen¬ 
tial  between  what  the  Treasury  has  to 
pay  in  order  to  borrow  now,  and  what 
it  would  have  to  pay  if  it  were  to  use 
this  device. 

Mr.  LAUSCHE.  That  would  mean  an 
increased  cost  of  between  0.25  and  0.35 
percent. 

Mr.  BENNETT.  Let  us  agree  that 
there  would  be  an  increase  In  interest 
cost.  Only  experience  would  determine 
what  the  amount  would  be.  That  would 
be  the  outside  limit,  one  way  or  the 
other. 
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Mr.  WILLIAMS  of  Delaware.  Mr. 
President,  will  the  Senator  yield? 

Mr.  BENNETT.  I  yield. 

Mr.  WILLIAMS  of  Delaware.  I  point 
out  that  the  most  recent  sale  by  FNMA 
shows  that  they  paid  an  interest  rate  of 
5.3  percent.  This  was  a  little  more  than 
six-tenths  of  1  percent  higher  than  the 
amount  which  the  Government  could 
have  borrowed  the  money  for  if  it  had 
issued  its  own-  notes. 

The  Treasury  claims  that  it  will  only 
be  0.25  of  1  percent  or  0.35  of  1  percent, 
but  history  shows  that  it  has  paid  about 
0.5  of  1  percent  interest  over  and  above 
what  they  would  have  paid  if  they  had 
financed  the  issue  in  a  normal  manner. 

Mr.  LAUSCHE.  It  can  be  assumed 
that  the  interest  rate  which  the  Govern¬ 
ment  would  have  to  pay  on  the  certifi¬ 
cates  would  be  in  excess  of  the  interest 
rate  which  it  would  collect  on  the  se¬ 
curity. 

Mr.  WILLIAMS  of  Delaware.  That  is 
correct  in  all  instances. 

Mr.  LAUSCHE.  There  is  no  question 
about  that? 

Mr.  WILLIAMS  of  Delaware.  The 
Senator  is  correct. 

Mr.  BENNETT.  We  are  talking  about 
two  different  things.  On  the  one  hand, 
we  are  talking  about  the  difference  in 
interest  rate  that  the  Government  might 
have  to  pay  if  it  were  to  sell  its  own 
bonds  in  a  normal  manner  and  the  in¬ 
terest  rate  that  it  would  have  to  pay  if  it 
were  to  sell  participate  certificates. 

The  other  problem  would  involve  the 
difference  between  the  interest  rates 
earned  by  the  notes  which  are  security 
for  the  certificates  and  the  interest  rate 
of  the  certificates.  That  difference  in 
rate  has  already  been  created.  It  was 
created  in  a  very  real  sense  when  the 
Government  made  the  original  loan. 

Mr.  LAUSCHE.  Would  the  interest 
rate  limitation  which  is  applicable  to  the 
bonds  sold  by  the  Government  apply  to 
these  certificates? 

Mr.  BENNETT.  No. 

Mr.  LAUSCHE.  That  is  presently  4.25 
percent? 

Mr.  BENNETT.  The  Senator  is  cor¬ 
rect.  I  said  earlier  that  in  my  opinion 
this  would  be  a  very  useful  device  to 
make  an  end  run  around  the  4  % -percent 
limit.  That  limit  would  not  apply  be¬ 
cause  this  would  not  be  a  Government 
bond. 

Mr.  LAUSCHE.  Would  this  become  a 
debt  of  the  Federal  Government,  as  con¬ 
templated  by  the  prohibition  which  the 
debt  ceiling  places  on  the  right  to  bor¬ 
row? 

Mr.  BENNETT.  This  would  be  outside 
the  debt  ceiling. 

Mr.  LAUSCHE.  Then  it  would  be  out¬ 
side  the  interest-rate  limitation  and  out¬ 
side  the  debt  ceiling  ? 

Mr.  BENNETT.  The  Senator  is  cor¬ 
rect.  I  have  tried  to  point  out  that,  be¬ 
cause  of  that  fact,  unless  specific  ex¬ 
planation  is  made,  its  effect  on  the 
earned  deficit  or  surplus  would  be  to 
minimize  any  deficit. 

Mr.  LAUSCHE.  Was  substantially  the 
identical  issue  before  the  Senate  in  1959 
and  was  action  taken  on  the  matter  at 
that  time? 


Mr.  BENNETT.  This  is  not  identical. 
There  were  no  participation  certificates 
in  1959.  The  Treasury  proposed  to  ex¬ 
change  4  percent  VA-guaranteed  mort¬ 
gages  held  by  FNMA  for  2% -percent 
Treasury  bonds  which  were  outstanding 
and  which  were  nonmarketable. 

Mr.  LAUSCHE.  That  would  mean 
that  the  man  would  earn  iy4  percent 
through  that  process. 

Mr.  BENNETT.  The  bonds  did  not 
have  a  market  because  they  were  not 
transferable,  but  since  they  were  2%  per¬ 
cent,  their  face  value  was  higher  than 
the  remaining  balance  of  the  VA 
mortgages. 

The  Treasury  Department  exchanged 
VA  mortgages  of  $188,328,000  for  bonds 
having  a  face  value  of  $192,151,000  in  one 
exchange.  In  the  second  exchange,  they 
traded  $131-plus  million  of  these  mort¬ 
gages  for  $129.7  million  of  bonds.  The 
purpose  of  this  transaction  was  to  per¬ 
mit  FNMA  to  continue  its  activities.  It 
-is  estimated  that  the  loss  of  income  to 
the  Government,  including  the  servic¬ 
ing  cost  of  1  percent,  was  approximately 
$6  million.  However,  on  the  other  side, 
the  difference  in  the  face  value  of  the 
FNMA  obligations  and  its  exchange  was 
$5.6  million.  So  the  net  difference  was 
only  $0.4  million. 

Mr.  LAUSCHE.  For  what  period  of 
time  was  this  bill  before  the  committee 
for  study? 

Mr.  BENNETT.  In  1959? 

Mr.  LAUSCHE.  No,  the  pending  bill. 

Mr.  BENNETT.  This  bill  was,  I  un¬ 
derstand,  before  the  House  committee  1 
day,  and  it  was  before  the  Senate  com¬ 
mittee  2  days. 

Mr.  WILLIAMS  of  Delaware.  It  was 
introduced  on  the  27th  of  April  in  the 
Senate.  It  was  reported  on  the  28th  of 
April.  Those  are  the  dates  shown  on 
the  bill. 

Mr.  MUSKIE.  We  had  hearings  be¬ 
fore  the  bill  was  introduced. 

Mr.  BENNETT.  We  had  2  days  of 
hearings  in  the  committee. 

Mr.  WILLIAMS  of  Delaware.  Of 
course  when  the  hearings  were  held  the 
committee  was  talking  about  something 
that  did  not  exist. 

Mr.  MUSKIE.  It  existed  in  the  form 
of  the  House  bill,  which  was  before  us. 

Mr.  WILLIAMS  of  Delaware.  But  the 
Senate  bill  was  introduced  on  the  27th, 
reported  on  the  28th  of  April,  and 
brought  up  for  consideration  the  first 
day  of  this  week.  There  certainly  has 
not  been  an  adequate  opportunity  for 
Senators  to  familiarize  themselves  with 
this  bill.  For  that  reason  even  the  pro¬ 
ponents  of  the  legislation  are  finding  out 
that  there  is  much  in  the  bill  which  they 
themselves  and  the  administration  never 
intended. 

Mr.  MUSKIE.  I  differ  with  the  Sen¬ 
ator.  I  will  be  glad  to  expand  on  it 
later. 

Mr.  BENNETT.  Mr.  President,  may  I 
yield  so  that  the  Senators  may  have  a 
colloquy? 

Mr.  WILLIAMS  of  Delaware.  We  mil 
have  plenty  of  time. 

Mr.  BENNETT.  Mr.  President,  I  am 
almost  ready  to  yield  the  floor,  but  I 
understood  the  minority  leader  had  an¬ 


other  question  he  wished  to  ask,  and  I 
see  he  has  come  into  the  Chamber. 

Mr.  DIRKSEN.  Mr.  President,  ob¬ 
viously  the  effect  of  this  legislation  would 
merely  be  to  incur  another  debt  when 
these  participation  certificates  are  sold, 
since  they  are  guaranteed  by  the  Fed¬ 
eral  Government. 

Mr.  BENNETT.  That  is  correct.  This 
is  another  form  of  debt,  in  order  to 
achieve  the  same  effect  on  the  Treas¬ 
ury.  If  they  did  not  use  this  form,  they 
would  have  to  issue  an  equivalent  num¬ 
ber  of  standard,  regular  bonds. 

Mr.  DIRKSEN.  That  raises  the  sec¬ 
ond  question:  How  do  they  propose  to 
style  this  debt?  Will  it  be  a  contingent 
debt,  or  do  they  have  some  other  name 
for  it?  Or  will  it  be  listed  along  with 
the  regular  public  debt,  under  the  Sec¬ 
ond  Liberty  Loan  Act? 

Mr.  BENNETT.  It  is  outside  the  debt 
ceiling;  so  if  the  debt  ceiling  relates  to 
the  listing  under  the  Second  Liberty  Loan 
Act — a  point  upon  which  the  Senator 
from  Utah  is  not  completely  informed — 
then  it  would  be  outside  of  that  listing. 

Mr.  DIRKSEN.  So  we  owe  it,  but  it 
is  not  listed  as  a  part  of  our  regular  pub¬ 
lic  debt? 

Mr.  BENNETT.  The  Senator  from 
Illinois  is  correct. 

Mr.  DIRKSEN.  So  under  that  ar¬ 
rangement,  when  the  Government  sends 
out  any  kind  of  balance  sheet  which  says, 
for  example,  “The  public  debt  presently 
is  $323  billion,”  that  is  not  the  truth, 
after  all,  if  we  fail  to  list  this  somehow 
or  other,  and  let  the  people  know  what 
the  debt  really  is. 

Mr.  BENNETT.  This  would  not  be  in¬ 
cluded  in  that  figure.  Of  course,  the  ad¬ 
ministration  has  many  billions  of  dollars 
of  debt  that  are  not  listed  under  that 
figure. 

Mr.  DIRKSEN.  There  is  the  un¬ 
funded  debt,  for  instance,  and  the  com¬ 
mitments  that  have  been  made,  which 
in  my  judgment  and  according  to  the 
latest  figure  run  up  to  $943  billion. 

But  I  wish  to  know  where  this  amount 
will  be  listed.  We  did  enact  a  statute, 
early  this  year,  introduced  by  the  Sen¬ 
ator  from  Massachusetts  [Mr.  Salton- 
stall],  to  obtain  a  balance  sheet  on  this 
Government,  showing  assets  and  lia¬ 
bilities.  It  is  taking  the  Treasury  quite 
a  while  to  put  that  together,  but  when 
it  is  completed,  it  will  be  the  first  time 
in  the  history  of  this  country  that  we 
will  be  able  to  have  a  look  at  a  consoli¬ 
dated  balance  sheet  showing  what  we 
have  and  what  we  owe. 

I  am  interested  in  knowing  where,  in 
that  balance  sheet,  this  is  going  to  show 
up.  The  distinguished  Senator  from 
Delaware  remembers  very  well  when  the 
Senate  Finance  Committee  dealt  with 
that  bill  and  finally  approved  it,  and  it 
was  approved  also  by  the  House. 

Mr.  WILLIAMS  of  Delaware.  Mr. 
President,  will  the  Senator  yield? 

Mr.  BENNETT.  I  am  happy  to  yield 
to  the  Senator  from  Delaware. 

Mr.  WILLIAMS  of  Delaware.  Under 
the  purpose  of  this  bill  the  mechanics 
are  such  that  it  would  not  be  included 
as  part  of  the  national  debt.  It  would 
not  show  up  on  the  balance  sheet  as  an 
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expense  when  reported  to  the  American 
taxpayers  at  the  end  of  the  year. 

Conceivably,  if  the  bill  is  passed  in  the 
form  in  which  it  came  from  the  com¬ 
mittee,  in  the  form  in  which  it  was  spon¬ 
sored  by  the  administration,  they  could 
sell  this  $33  billion  worth  of  assets,  ap¬ 
ply  the  money  received  to  the  general 
revenues,  spend  it,  and  it  would  not  show 
up  as  expenditures;  nor  would  it  show 
up  as  a  part  of  our  national  debt. 

In  other  words,  if  this  bill  passes  it 
would  be  mathematically  possible  for  the 
present  administration  for  the  next  3 
years  to  spend  $10  billion  a  year  more 
than  it  is  taking  in  and  to  report  to  the 
American  people  that  they  have  balanced 
the  budget  in  every  one  of  those  years. 

The  President  in  his  message  to  Con¬ 
gress  made  much  of  the  fact  that  we 
need  truth  in  packaging  and  truth  in 
lending.  I  agree;  we  do  need  some  con¬ 
sideration  in  those  fields.  But  we  also 
need  truth  in  Government.  Let  us  tell 
the  American  people  the  truth  as  to 
what  is  being  spent  by  this  administra¬ 
tion. 

I  would  like  to  quote  just  one  sentence : 
“The  purpose  of  this  proposed  bill  is  to 
achieve  a  balanced  budget  by  selling  off 
capital  assets  of  the  Federal  Govern¬ 
ment.  Such  a  balance  would  be  ficti¬ 
tious  and  fiscally  impossible.” 

This  is  not  my  quote.  I  am  quoting 
from  a  statement  of  the  party  of  the 
man  now  in  the  White  House  when  a 
similar  proposal  was  made  in  1959. 

Mr.  BENNETT.  Mr.  President,  the 
Senator  from  Illinois  asked  me  a  ques¬ 
tion.  Other  discussion  has  intervened. 
If  he  will  repeat  his  question,  I  shall  try 
to  respond  to  it  promptly. 

Mr.  DIRKSEN.  I  think  that  was 
about  the  question.  I  merely  wish  to 
know  whether  the  American  people  are 
to  be  told  what  our  debt  really  is.  If 
we  have  $10,  $20,  or  $30  billion  of  debt 
which  is  not  listed  or  included  in  the 
public  debt  figures,  there  is  a  rather  ugly 
word  for  that  kind  of  practice  which  per¬ 
haps  I  should  not  use. 

Mr.  BENNETT.  Mr.  President,  I  have 
one  final  point,  which  almost  requires  no 
statement,  because  we  have  seen  it  dem¬ 
onstrated  in  the  past  few  minutes  here  in 
the  Chamber. 

I  think  when  this  bill  is  passed,  our 
friends  on  the  other  side  of  the  aisle 
could  be  handing  the  Republicans  a  very 
effective  campaign  issue. 

On  that  note,  Mr.  President,  I  yield 
the  floor. 

Mr.  WILLIAMS  of  Delaware.  Mr. 
President,  I  hope  that  the  manager  of 
this  bill  will  concur  in  the  idea  of  recom¬ 
mitting  the  bill,  taking  it  back  to  the 
committee,  and  working  out  whatever 
corrections  they  wish  to  make.  I  would 
be  willing  to  agree  that  the  bill  could  be 
reported  back  on  a  day  certain,  whether 
it  is  next  week  or  the  week  after  or  when¬ 
ever  they  feel  they  can  do  it. 

I  would  further  be  willing  to  agree  at 
this  time  that  when  it  is  reported  back 
it  comes  back  under  a  unanimous-con¬ 
sent  agreement  for  limitation  of  debate, 
let  us  say  2  hours  on  each  side,  so  that  the 
bill  could  be  considered  the  day  after  it  is 
reported  back,  or  whatever  day  the  lead¬ 
ership  wished,  to  bring  it  up.  I  am  not 
trying  to  delay  a  vote  on  the  proposal. 


I  believe  that  whether  I  am  for  a  bill  or 
not  its  proponents  are  entitled  to  a  vote, 
but  I  do  question  the  wisdom  of  trying 
to  amend  this  multibillion-dollar  bill  on 
the  floor  of  the  Senate. 

It  admittedly  covers,  for  example,  the 
British  war  debt.  In  1945  this  country 
loaned  the  British  Government  $3.75  bil¬ 
lion.  The  most  recent  report,  issued  last 
June,  shows  that  $3,149,059,000  is  due  on 
that  note.  It  is  a  2-percent  note. 

Under  this  bill  as  reported  by  the  com¬ 
mittee  and  before  the  Senate  today  we 
could  .sell  participation  certificates  on 
that  note,  pay,  we  will  say,  5  percent  or 
5y2  percent  on  it,  and  put  that  note  up 
as  collateral  but  with  the  guarantee  of 
payment  by  the  U.S.  Government.  Why 
pay  this  extra  3  to  3V2  percent  to  subsi¬ 
dize  the  difference  in  the  interest  rates? 

That  is  an  unsound  proposal.  The  ad¬ 
ministration  ran  for  cover  as  soon  as  it 
was  exposed.  One  official  in  the  Treas¬ 
ury  Department  argued  that  they  did  not 
intend  for  it  to  be  in  the  bill;  however, 
the  chairman  of  the  committee  just  now 
said  he  knew  what  was  in  this  bill;  so  I 
presume  other  people  did  know  it  was 
there  and  intended  it  to  be. 

But,  nevertheless,  this  is  a  perfect  ex¬ 
ample  of  how  unsound  this  proposal  is. 
We  are  speaking  of  billions  of  dollars.  I 
doubt  if  there  are  very  many  men  in  the 
country  who  understand  a  billion  dollars. 
Certainly  I  am  not  one  of  them. 

But  to  reduce  this  to  layman’s  lan¬ 
guage,  suppose  a  man  has  a  $1,000  note 
representing  money  he  has  loaned  to 
some  friend  on  the  side  which  is  secured 
by  a  mortgage  against  his  farm,  or  per¬ 
haps  it  is  just  a  plain  outstanding  note. 

The  operating  expenses  of  his  family 
exceed  his  income  so  he  goes  to  the  bank 
and  arranges  to  discount  the  note  by 
signing  as  endorser  on  the  note.  He  re¬ 
ceives  $1,000,  puts  it  in  his  regular  family 
income,  and  proceeds  to  spend  the 
money.  Can  he  say  that  for  this  par¬ 
ticular  year  he  has  a  boost  in  his  in¬ 
come,  and  can  he  then  spend  this  $1,000 
more  than  he  earns  and  still  say  that  he 
has  a  balanced  family  budget  Theo¬ 
retically,  he  does  not  owe  the  money 
unless  the  note  is  defaulted.  This  is  the 
same  procedure  before  us  today.  We 
can  discount  notes  of  the  CCC — $2  bil¬ 
lion.  The  Commodity  Credit  Corpora¬ 
tion  is  a  Government  corporation  and 
is  already  $7  billion  in  the  red.  Accord¬ 
ing  to  the  last  June  30  report  CCC  had 
borrowed  from  the  Treasury  $13,539  mil¬ 
lion.  Its  inventory  assets  were  listed  at 
$3,892  million.  That  includes  the  cost  of 
their  commodities  at  full  value,  including 
storage  costs. 

In  addition  it  had  loans  of  $2,494  mil¬ 
lion.  These  loans  represented  money 
the  CCC  borrowed  from  the  Treasury. 
Now  under  this  bill  they  would  sell  the 
notes,  take  the  money,  and  instead  of 
paying  the  Treasury  from  whom  they 
borrowed  the  money,  they  would  put  it 
in  the  general  revenue  and  spend  it  on 
Great  Society  programs,  conceivably  to 
help  balance  the  budget.  This  is  a  poor 
method  of  keeping  books.  This  is  fiscal 
irresponsibility,  and  those  are  the  words 
used  by  a  man  who  was  once  the  ma¬ 
jority  leader  and  is  now  in  the  White 
House  when  this  subject  was  discussed 
a  few  years  ago.  At  that  time,  I  agreed 
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with  him  that  it  was  fiscal  irresponsi¬ 
bility,  the  only  trouble  is  that  he  has 
changed  his  mind  since  entering  the 
White  House. 

We  should  not  finance  the  Federal 
Government  with  any  such  irresponsible 
method  as  this.  We  need  more  truth 
in  Government  so  far  as  the  American 
taxpayer  is  concerned. 

Mr.  DIRKSEN.  Mr.  President,  will  the 
Senator  from  Delaware  yield? 

The  PRESIDING  OFFICER  (Mr. 
Dominick  in  the  chair) .  Does  the  Sena¬ 
tor  from  Delaware  yield  to  the  Senator 
from  Illinois? 

Mr.  WILLIAMS  of  Delaware.  I  yield 
to  the  Senator  from  Illinois. 

Mr.  DIRKSEN.  Listed  on  page  18  is 
the  Rural  Electrification  Administration, 
showing  direct  loans  of  something  over 
$4  billion.  Those  loans  were  made  at  2 
percent.  If  we  put  all  that  in  the  pool 
and  then  sold  the  certificates — and  let 
us  assume  that  they  sell  for  5%  per¬ 
cent — on  every  dollar  of  an  REA  loan, 
we  would  be  losing  ZV2  percent;  is  that 
not  correct? 

Mr.  WILLIAMS  of  Delaware.  The 
Senator  is  correct. 

Mr.  DIRKSEN.  If  we  put  enough  in 
here,  we  can  go  broke  that  much  faster. 
It  is  like  the  fellow  who  sells  suits  under 
cost.  When  I  said  to  him,  “How  do  you 
do  it?”  he  said,  “That  is  because  I  sell 
so  many  of  them.”  That  is  exactly  what 
is  involved  here.  Put  in  more  of  this  2 
percent  paper  and  we  will  lose  3  y2  per¬ 
cent  on  every  dollar.  I  cannot  think  of 
a  faster  or  a  better  way  to  go  broke  than 
doing  just  that. 

Mr.  LAUSCHE.  Mr.  President,  will 
the  Senator  from  Delaware  yield? 

Mr.  WILLIAMS  of  Delaware.  The 
strange  thing  is  that  we  can  go  broke 
without  the  American  people  realizing 
it,  because  to  the  extent  we  sold  $1  bil¬ 
lion  in  notes  in  this  manner,  we  would 
reduce  the  deficit  as  it  is  reported  at  the 
end  of  the  year,  and  accordingly  we 
would  reduce  the  national  debt  by  that 
much.  We  would  not,  however,  have  re¬ 
duced  the  obligations  to  the  U.S.  Govern¬ 
ment  to  make  good  on  that  $1  billion. 
The  only  thing  we  would  have  done 
would  be  to  eliminate  it  from  the  book¬ 
keeping. 

Mr.  DIRKSEN.  That  is  correct. 

Mr.  LAUSCHE.  Mr.  President,  will 
the  Senator  from  Delaware  yield? 

Mr.  WILLIAMS  of  Delaware.  I  yield 
to  the  Senator  from  Ohio. 

Mr.  LAUSCHE.  I  have  not  analyzed 
this  situation,  but  when  we  make  a  loan 
to  the  REA  at  2  percent,  when  we  bor¬ 
rowed  the  money  at  3%  percent,  let  us 
say,  to  make  the  loan,  we  would  immedi¬ 
ately  lose  1%  percent;  but  now  we  take 
the  securities  which  the  REA  has  given 
to  us  and  on  which  they  pay  us  2  per¬ 
cent,  and  we  sell  certificates  which  cover 
these  REA  securities  in  a  pool  and  we 
pay,  let  us  say,  3%  percent  on  the  cer¬ 
tificates;  is  that  not  correct? 

Mr.  WILLIAMS  of  Delaware.  We 
would  be  paying  5.3. 

Mr.  LAUSCHE.  Five  and  three- 
tenths. 

Mr.  WILLIAMS  of  Delaware.  Five 
and  three-tenths. 

Mr.  LAUSCHE.  That  means  we  would 
lose  1.75  percent  on  the  initial  trans- 
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action  and  will  now  lose  an  additional 
3.5  percent  in  the  second  transaction;  is 
that  not  correct? 

Mr.  WILLIAMS  of  Delaware.  No — 
not  exactly. 

Mr.  LAUSCHE.  I  have  not  calculated 
it. 

Mr.  WILLIAMS  of  Delaware.  If  we 
now  lose  1.75  percent  on  the  initial  trans¬ 
action  our  loss  will  be  increased  about 
double.  We  would  be  losing  the  differ¬ 
ence  between  2  percent  and  the  5.3.  We 
would  be  losing  3.25  percent  on  that  par¬ 
ticular  loan  instead  of  1.75. 

Mr.  LAUSCHE.  But  the  fact  is,  we 
would  be  losing  the  difference  between 
the  interest  rate  that  we  collect  on  the 
securities  which  we  bought  and  the  inter¬ 
est  rate  that  we  have  to  pay  on  the  cer¬ 
tificates?  Is  that  not  correct? 

Mr  WILLIAMS  of  Delaware.  That  is 
correct.  As  the  Senator  from  Illinois 
[Mr.  DirksenI  pointed  out,  we  would  be 
doubling  the  loss  and  going  broke  faster 
under  this  method. 

Mr.  LAUSCHE.  I  wish  to  summarize 
again  some  of  the  questions  I  asked  the 
Senator  from  Utah  [Mr.  Bennett],  First, 
the  debt  ceiling  is  not  applicable  to  the 
sale  of  these  bonds  because  it  is  not  a 

debt.  „  . 

Mr.  WILLIAMS  of  Delaware.  The  sale 
of  the  participation  certifications  is  out¬ 
side  the  so-called  statutory  debt  limit. 
It  is  the  same  as  if  the  Senator  or  I 
discounted  a  note  at  the  bank  and  then 
said  that  we  do  not  owe  the  money  be¬ 
cause  it  was  not  a  direct  loan. 

Mr.  DOUGLAS.  Mr.  President,  will 
the  Senator  from  Delaware  yield? 

Mr.  WILLIAMS  of  Delaware.  But 
that  would  not  be  counted  as  part  of  the 
national  debt. 

Mr.  LAUSCHE.  I  see - 

Mr.  DOUGLAS.  Mr.  President,  will 
the  Senator  from  Delaware  yield? 

Mr.  LAUSCHE.  Just  a  minute - 

Mr.  DOUGLAS.  I  really  cannot  keep 
silent  while  this  talk  is  being  bandied 
back  and  forth  about  REA  loans  being 
involved,  because  if  the  Senator  from 
Delaware  and  the  Senator  from  Ohio  will 
look  at  the  hearings  on  page  96,  they  will 
find  a  letter  from  the  Director  of  the  Bu¬ 
reau  of  the  Budget,  Mr.  Schultze,  dated 
April  29,  addressed  to  the  Senator  from 
Virginia  [Mr.  Robertson],  which  states 
in  part: 

I  can  assure  you  that  in  no  event  under  the 
legislation  now  before  your  committee  will 
any  participations  be  sold  in  any  REA  loans. 

Now,  for  Heaven  sake,  let  us  keep  the 
discussion  to  the  point  and  not  take  up 
utterly  extraneous  issues. 

Mr.  WILLIAMS  of  Delaware.  The 
Senator  from  Illinois  [Mr.  Douglas!  is 
correct  as  to  that  statement  being  in  the 
record.  But  the  authority  to  sell  these 
REA  bonds  is  in  the  pending  bill.  The 
point  I  make  is,  if  they  do  not  intend  to 
sell  them  then  why  did  they  ask  for  the 
authority  in  the  bill? 

Mr.  MUSKIE.  Mr.  President,  will  the 
Senator  from  Delaware  yield? 

Mr.  WILLIAMS  of  Delaware.  The 
authority  is  in  the  bill.  I  am  glad  to 
yield  to  the  Senator  from  Maine. 

Mr.  MUSKIE.  The  Senator  knows 
that  in  earlier  colloquy,  which  took  place 
an  hour  and  15  minutes  ago,  I  made  it 


clear  that  an  amendment  would  be 
offered  which  would  exclude  REA  loans, 
which  would  exclude  foreign-aid  loans, 
and  which  would  exclude  other  foreign 
loans,  and  include  a  little  under  $11  bil¬ 
lion  of  the  $33  billion  portfolio.  Most  of 
the  arguments  the  Senator  has  made 
since  that  time  have  related  to  this  point. 
If  the  Senator  is  interested  in  killing 
time  by  discussions  of  this  character  ex¬ 
traneous  to  the  issue  which  is  now  before 
the  Senate,  I  shall  be  glad  to  stay  here  as 
long  as  the  Senator  wishes;  but  I  believe 
that  it  should  be  made  clear  now — be¬ 
cause  it  may  have  been  forgotten  in  the 
horn’  and  15  minutes  which  have  elapsed 
since  the  earlier  colloquy  to  which  I  have 
referred — that  what  the  Senator  is  talk¬ 
ing  about  is  not  going  to  be  acted  upon  in 
the  Senate  this  afternoon. 

Mr.  LAUSCHE.  Mr.  President,  will 
the  Senator  from  Delaware  yield? 

Mr.  WILLIAMS  of  Delaware.  Let  me 
say  this.  The  point  I  make  is,  that  the 
authority  is  in  the  bill.  They  tried  to 
put  through  the  bill  in  a  hurry.  And 
had  it  been  voted  on  2  days  ago,  as 
attempted,  it  would  still  be  in  the  bill. 
I  repeat  the  authority  is  in  the  bill  to 
sell  the  full  amount  of  $33  billion.  There 
is  no  question  about  the  authority.  The 
Senator  from  Maine  who  is  in  charge  of 
the  bill,  states  that  he  will  offer  an 
amendment  to  exclude  it.  Certainly  he 
cannot  exclude  that  which  is  not  in  the 
bill.  The  point  I  am  making  is:  Why 
did  they  ever  seek  such  wide  authority  in 
the  bill  in  the  first  place? 

They  have  a  tabulation  of  the  items 
in  the  committee  report.  I  did  not  write 
this  tabulation  for  I  am  not  on  the  com¬ 
mittee — but  the  tabulation  .shows  that 
under  the  bill  the  administration  seeks 
authority  to  sell  $33  billion  worth.  There 
is  no  argument  on  that.  Since  we  began 
the  debate  and  pointed  out  the  complete 
absurdity  of  selling  bonds,  such  as  the 
British  loan,  the  CCC,  and  the  REA 
loans,  I  understand  that  there  will  be  an 
amendment  offered  that  will  remove 
these  items  from  the  bill.  I  am  glad 
that  they  offered  to  straighten  this  out, 
but  the  point  is — and  let  us  get  it 
straight — this  authority  is  in  here  now, 
and  an  effort  was  made  to  keep  it  in 
there.  If  the  Senator  from  Ohio - 

Mr.  MUSKIE.  Mr.  President,  will  the 
Senator  from  Delaware  yield? 

Mr.  DOUGLAS.  Mr.  President - 

Mr.  LAUSCHE.  The  point  that  I  am 
trying  to  make  is - 

Mr.  WILLIAMS  of  Delaware.  I  yield 
to  the  Senator  from  Maine. 

The  PRESIDING  OFFICER.  The 
Senator  from  Maine  is  out  of  order. 

Mr.  MUSKIE.  I  will  be  glad  to  cover 
this  at  greater  length  subsequently,  but 
I  wanted  to  make  it  clear  that  what  we 
are  talking  about  is  not  relevant  to  the 
issue - 

The  PRESIDING  OFFICER.  The 
Senator  from  Maine  is  out  of  order.  Let 
the  Senator  from  Delaware  determine  to 
whom  he  shall  yield. 

Mr.  MUSKIE.  I  thought  the  Senator 
from  Delaware  had  yielded  to  me. 

Mr.  LAUSCHE.  It  seems  to  me  that 
the  louder  the  voice  the  quicker  the  rec¬ 
ognition. 


Mr.  WILLIAMS  of  Delaware,  I 
yielded  to  the  Senator  from  Maine. 

Mr.  MUSKIE.  That  is  what  I  under¬ 
stood. 

Mr.  LAUSCHE.  Mr.  President,  will 
the  Senator  from  Delaware  yield  fur¬ 
ther? 

Mr.  WILLIAMS  of  Delaware.  I  yield 
to  the  Senator  from  Ohio. 

Mr.  LAUSCHE.  The  principle  I  was 
trying  to  establish,  whether  it  was  the 
British  loan  or  the  REA  loan,  is  that 
there  will  be  an  added  cost  to  the  Fed¬ 
eral  Government  if  the  program  is 
adopted.  What  the  exact  amount  is  can¬ 
not  be  foretold  except  through  the  state¬ 
ment  made  by  the  Director  of  the  Budget 
that  it  will  be  either  one-fourth  of  1  per¬ 
cent  or  thirty-five  one-hundredths  of  1 
percent. 

My  second  question  is.  Is  it  likely  and 
is  it  probable  that  if  these  additional 
funds  are  obtained  through  the  disposi¬ 
tion  of  assets,  instead  of  spending 
through  the  collection  of  current  taxes, 
there  will  be  increased  spending? 

Mr.  WILLIAMS  of  Delaware.  There 
is  no  question  but  that  that  is  the  whole 
purpose  of  the  bill.  It  is  the  purpose  of 
the  administration  to  carry  its  increased 
spending  programs  forward  without 
showing  a  deficit  on  the  books,  and  it 
would  temporarily  relieve  the  necessity 
for  increasing  taxes  to  that  extent.  We 
would  be  financing  the  cost  of  the  Great 
Society  programs  by  selling  this  Govern¬ 
ment’s  assets.  As  I  pointed  out  before, 
it  is  like  a  farmer  selling  a  part  of  his 
farm  to  pay  for  current  living  expenses 
in  the  hope  that  some  day  he  will  have 
a  greater  income.  This  is  wrong.  If  it 
is  done  the  American  people  ought  to 
know  what  we  are  doing.  We  are  liqui¬ 
dating  some  of  our  assets  in  order  to 
spend  more  money  today. 

Mr.  LAUSCHE.  Will  the  adoption  of 
this  bill  be  more  costly  to  the  American 
people  than  a  program  of  selling  bonds? 

Mr.  WILLIAMS  of  Delaware.  Cer¬ 
tainly;  there  is  no  question  about  it. 
The  lowest  estimate  made  is  that  the 
additional  cost  will  be  one-quarter  of 
1  percent.  An  estimate  has  been  made 
all  the  way  from  one-quarter  to  seven- 
tenths  of  1  percent.  The  most  recent 
rate  of  FNMA  is  an  extra  six-tenths  of  1 
percent.  But  even  that  additional  one- 
quarter  percent  will  mean  an  additional 
cost  of  $5  million  annually  for  each  $1 
billion  of  the  participation  certificates 
sold  not  only  for  1  year,  but  for  all  the 
years  they  are  outstanding.  So  we  are 
dealing  with  extra  costs  of  at  least  $50 
million  a  year  for  the  next  10  or  15  years. 
This  is  wholly  unnecessary  because  the 
loans  can  be  financed  at  a  lower  cost. 

The  cost  does  not  go  to  the  benefit  of 
anyone  except  the  bankers.  I  do  not 
know  what  the  title  of  the  bill  is,  but 
perhaps  the  administration  should  call 
it  a  poverty  program  for  the  adminis¬ 
tration’s  banking  friends. 

Mr.  LAUSCHE.  What  becomes  of  the 
important  subject  of  deficit  financing  if 
the  Government  contemplates  financing 
Government  expenditures  by  the  sale  of 
its  capital  assets  and  refuses  to  levy 
taxes? 

Mr.  WILLIAMS  of  Delaware.  The 
Government  would  be  deceiving  the 
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American  people  as  to  the  true  cost  of 
its  programs.  Some  day,  when  the  last 
of  these  assets  is  gone,  we  will  wake  up 
with  a  shock,  disturbing  to  all  of  us. 

Mr.  LAUSCHE.  Was  it  not  contem¬ 
plated  when  these  lending  agencies  and 
guaranteeing  agencies  were  established 
that  as  the  funds  were  collected  back, 
the  funds  would  be  used  for  the  purpose 
of  reducing  the  debt  which  was  incurred 
in  financing  the  lending  and  credit  guar¬ 
anteeing  agencies? 

Mr.  WILLIAMS  of  Delaware.  That  is 
correct,  and  that  is  the  heart  of  this 
whole  argument.  When  these  loans 
were  made  the  Goverment  borrowed  to 
finance  them,  and  it  was  contemplated 
that  when  they  were  repaid  the  money 
would  be  used  to  pay  off  the  bonds  that 
were  issued  to  borrow  the  money  to  fi¬ 
nance  these  programs.  Now  it  is  pro¬ 
posed,  to  sell  these  notes  and  put  the 
proceeds  in  the  general  revenues.  This 
will  help  avoid  raising  extra  taxes  now 
yet  still  let  them  keep  spending.  I  think 
we  are  inviting  a  chaotic  situation  at  a 
later  date.  Chamberlain  went  to  Mu¬ 
nich  to  obtain  what  he  thought  was  peace 
for  his  day.  The  administration  in  ad¬ 
vocating  this  measure  here  today  is 
equally  shortsighted. 

Mr.  HRUSKA.  Mr.  President,  wifi  the 
Senator  yield? 

Mr.  WILLIAMS  of  Delaware.  I  yield. 

Mr.  HRUSKA.  It  was  with  interest 
that  I  listened  to  the  manager  of  the 
bill  say  that  there  would  be  an  amend¬ 
ment  presented  for  the  elimination  of 
foreign  aid  loans,  British  loans,  REA 
loans,  and  others.  In  due  time  I  pro¬ 
pose  to  interrogate  the  Senator  on  that 
subject. 

What  I  wish  to  ask  about  now  is 
whether  the  3 -percent  housing  loans, 
some  of  which  are  FNMA  and  some  of 
which  are  FHA,  will  be  included?  If 
they  are  included  as  a  basis  for  these 
participation  certificates,  it  will  mean 
that,  as  a  Government,  we  will  be  draw¬ 
ing  3  percent  on  those  moneys  and  will 
be  paying  5  percent  or  more  plus  a  serv¬ 
ice  charge.  In  due  time  I  shall  interro¬ 
gate  the  Senator  from  Maine  on  that 
point. 

However,  in  the  colloquy  it  was  said 
it  was  irrelevant  to  discuss  REA  loans, 
British  loans,  and  foreign  aid  loans,  be¬ 
cause  an  amendment  will  be  proposed, 
and  accepted  by  the  majority,  to  exempt 
those.  This  Senator  cannot  understand 
why  it  is  irrelevant. 

I  have  reviewed  the  extent  of  the  hear¬ 
ings  on  this  bill.  It  was  said  there  were 
2  days  of  hearings.  I  presume  those  days 
were  April  26  and  April  28.  I  would  like 
to  ask  the  Senator  from  Maine  if  there 
were  hearings  other  than  those  on  this 
bill  or  subject  in  recent  days  or  weeks. 

Mr.  MUSKIE.  There  were  hearings  on 
those  2  days  to  which  the  Senator  has 
referred,  and  then  on  S.  2499,  which  in¬ 
cludes  the  same  principle,  there  was  a 
hearing - 

Mr.  HRUSKA.  I  am  not  interested  in 
that - 

Mr.  MUSKIE.  I  thought  the  Senator 
was  interested  in  whether  there  was  a 
hearing  on  a  comparable  subject.  If  he 
is  not  interested,  why  does  he  ask  me  the 
question? 


Mr.  HRUSKA.  I  did  not  ask  for  that 
information.  The  Senator  from  Maine 
said  there  were  hearings  prior  to  the  in¬ 
troduction  of  the  bill.  My  question  was 
whether  there  were  other  hearings. 

Mr.  MUSKIE.  I  said  there  were  2 
days  of  hearings  on  the  bill,  one  on  the 
day  before  it  was  introduced  and  one  on 
the  day  after  it  was  introduced.  I  was 
trying  to  provide  the  Senator  excess  in¬ 
formation.  I  apologize  for  having  made 
that  effort. 

Mr.  HRUSKA.  There  is  no  need  to 
apologize.  The  Senator  is  always  gener¬ 
ous  with  his  information,  and  I  am  grate¬ 
ful  to  him. 

My  question  was  not  for  the  purpose 
of  being  unfair  to  the  committee.  I 
would  observe  that  reference  to  the  hear¬ 
ings  will  show  there  were  two  witnesses 
on  that  first  day,  both  proponents  of  this 
bill.  On  the  first  day  the  hearing  opened 
at  10:05  and  lasted  approximately  2 
hours.  The  second  hearing  ran  from 
about  10:05  to  11:11,  or  approximately 
1  hour.  With  this  large  amount  in¬ 
volved,  I  do  wonder  how  many  million 
dollars  a  minute  that  would  be.  The 
mortgage  banking  witness  stated  that  he 
was  notified  about  the  hearing  at  9:15, 
which  certainly  did  not  give  him  much 
time.  Here  we  have  proposed  a  radical 
departure  from  our  present  fiscal  and 
monetary  policy,  and  there  are  only  four 
witnesses  who  testified,  two  officials  of 
the  Government  on  April  26,  and  two  on 
April  28,  one  of  them  not  a  banker,  who 
appeared  for  a  total  time  of  1  hour  and 
6  minutes. 

So  the  relevancy  of  the  colloquy  is  that 
with  this  meager  record  of  a  hearing,  we 
have  a  bill  involving  huge  sums  of  money. 

I  want  to  say  to  the  Senator  from 
Delaware  that  if  he  persists  with  a  mo¬ 
tion  to  recommit  the  bill  to  the  com¬ 
mittee,  perhaps  it  can  be  ascertained  if 
there  are  additional  billions  of  dollars 
that  would  be  involved.  Perhaps  the 
executive  would  like  to  inform  us.  Cer¬ 
tainly  the  taxpayers  and  the  American 
people  should  know.  I  subscribe  to  his 
statement.  I  agree  there  should  be  truth 
in  packaging  and  truth  in  lending.  But 
when  it  comes  to  Presidential  messages, 
then  we  are  in  the  dark  as  to  truth  in 
Government  in  disclosing  our  true  fiscal 
picture. 

Mr.  WILLIAMS  of  Delaware.  I'thank 
the  Senator  for  his  contribution.  He  has 
pointed  out  the  fact  that  hearings  held 
on  the  28th,  the  second  day,  lasted  about 
1  hour.  The  bill  was  only  introduced  the 
day  before.  The  Senator  knows  that 
when  bills  are  introduced  they  do  not 
come  back  until  10  or  10:30  the  following 
day.  That  means  that  the  hearings  were 
practically  over  before  the  bill  arrived. 
One  witness  said  that  he  was  notified  to 
testify  at  9  a.m.  This  means  that  he 
did  not  even  have  a  copy  of  the  bill  be¬ 
fore  he  came  down  to  testify.  This  is 
highly  irregular. 

There  were  practically  no  hearings  in 
the  House  of  Representatives  on  this  $33 
billion  proposal. 

Certainly,  it  is  not  out  of  line  to  ask 
that  this  bill  go  back  to  committee.  I 
would  be  willing  to  make  a  motion,  but 
rather  than  making  a  motion  to  send  it 
back  to  the  committee  I  would  like  to 
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have  an  agreement  with  the  manager 
that  he  will  agree  to  its  return  and  re¬ 
port  back  whatever  findings  and  recom¬ 
mendations  the  committee  may  have. 

We  are  told  under  this  bill  that  they 
are  not  proposing  to  use  any  of  these 
funds  until  next  year;  therefore,  there  is 
no  reason  why  it  has  to  be  steamrollered 
through.  However,  I  am  very  much  en¬ 
couraged  by  the  fact  that  we  have  been 
promised  that  amendments  will  be  of¬ 
fered  to  delete  $20  billion,  or  two-thirds 
of  the  proposed  authority  that  was  orig¬ 
inally  asked  for  in  this  bill.  That  is 
progress,  but  at  the  same  time  this  is  not 
the  place  to  deal  with  amendments  con¬ 
cerning  $10  billion  and  $20  billion  each. 

How  many  more  billions  of  dollars  are 
in  the  bill  that  neither  of  us  know 
about?  Apparently  neither  do  members 
of  the  committee.  Some  members  indi¬ 
cate  they  did  not  know  that  REA  loans 
were  included. 

When  the  Senator  from  Nebraska  said 
this  just  a  moment  ago,  a  member  of  the 
committee  took  exception  to  our  discuss¬ 
ing  REA  loans  because  he  did  not  know 
they  were  in  the  bill.  But  they  are  a  part 
of  this  bill. 

Under  the  bill,  $4  billion  in  REA 
loans — 2-percent  notes — and  $2,115  mil¬ 
lion  worth  of  notes  of  the  Commodity 
Credit  Corporation  could  be  sold. 

Under  this  bill  they  could  sell  not  only 
$3  billion  of  the  British  war  debt,  but  in 
addition  there  are  $8,997  million  worth 
of  loans  made  by  the  Department  of 
State  under  AID  which  could  be  sold. 

Are  those  to  be  sold?  If  so,  what  kind 
of  situation  would  we  be  in?  We  cannot 
collect  interest  now  on  many  of  these 
loans.  Yet  we  would  have  to  pay  5.5  per¬ 
cent  on. their  resale. 

There  are  many  questions  that  should 
be  clearer  to  the  Senate  when  we  vote. 

I  asked  if  these  participation  certifi¬ 
cate  are  Government-guaranteed  obliga¬ 
tions.  The  answer  was  “yes.”  But  they 
did  not  know  if  they  would  be  sold  in 
denominations  of  $1,000  so  that  the  aver¬ 
age  John  Doe  could  buy  one  of  these 
high-interest-bearing  bonds,  or  whether 
they  would  be  in  the  minimum  amounts 
of  $50,000  or  $1  million  bonds,  available 
only  to  a  select  crowd.  Those  answers 
are  not  here,  and  they  should  be  here. 
They  can  be  here  only  by  the  committee’s 
obtaining  an  answer  from  the  adminis¬ 
tration  before  we  vote  on  the  bill. 

Mr.  HRUSKA.  Mr.  President,  will  the 
Senator  yield? 

Mr.  WILLIAMS  of  Delaware.  I  yield. 

Mr.  HRUSKA.  I  have  here  the  report 
of  the  other  body  on  this  particular  bill. 
I  am  not  talking  about  the  principle. 
We  do  not  enact  principles  in  this  body 
any  more  than  they  do  in  the  other  body. 
We  enact  specific  bills. 

The  minority  views  contained  this 
statement : 

These  views  axe  for  those  who  may  wonder 
why  a  committee  of  the  House  of  Representa¬ 
tives  must  report  to  the  House  after  3  hours 
of  public  testimony  a  bill  whose  gestation 
period  in  the  Bureau  of  the  Budget  was  at 
least  3— perhaps  as  long  as  6  months. 

By  the  time  it  was  reported  by  the 
House  committee,  after  3  hours  of  hear¬ 
ings  in  the  committee,  and  the  time  we 
reached  the  floor  here,  as  of  today,  we 
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find  two-thirds  of  the  loans  that  origi¬ 
nally  were  involved  in  this  bill  pared 
away  and  only  $10  or  $11  billion  left. 

I  ask  the  Senator  if  there  is  not  some 
reasonable  likelihood  if  there  were  fur¬ 
ther  scrutiny  of  the  remaining  $10  or 
$11  billion,  whether  or  not  there  would  be 
a  likelihood  of  even  further  reduction  or 
greater  safeguards  in  this  legislation? 

Mr.  WILLIAMS  of  Delaware.  I  think 
there  could  and  I  think  it  would  be  well 
to  have  more  study.  I  point  out  again 
that  this  has  been  a  highly  irregular 
procedure  when  1  day  of  hearings  were 
held  before  the  bill  was  introduced,  and 
the  second  day  hearings  were  held  be¬ 
fore  the  bill  came  back  from  the  printer. 
Surely  we  are  not  in  that  great  a  hurry. 
There  must  be  something  in  here  that 
the  administration  did  not  want  us  to 
discover.  If  they  had  been  successful  in 
steamrolling  this  through  last  Tuesday 
they  would  have  had  it  through  with  the 
authority  for  the  full  $33  billion.  Al¬ 
ready  by  our  debate  we  have  knocked 
out  over  $21  billion. 

I  appeal  to  the  manager  of  the  bill  to 
take  this  bill  back  to  the  committee 
without  making  a  rollcall  vote  neces¬ 
sary;  but  to  take  it  back  to  the  commit¬ 
tee  with  the  understanding  that  they 
will  rewrite  the  bill  and  delete  those  pro¬ 
visions  they  now  admit  should  not  have 
been  in  the  bill  in  the  first  place;  and 
then  report  the  bill  back  after  hearings. 

I  wonder  if  the  Senator  from  Maine 
would  not  agree  to  such  a  procedure? 

Mr.  MUSKIE.  I  take  it  that  the  Sen¬ 
ator  is  awaiting  an  answer.  I  would  be 
glad  to  say  what  I  have  already  said  to 
him  personally. 

In  the  first  place,  I  can  only  speak  for 
myself,  and  I  have  not  made  any  such 
amendments  as  the  Senator  suggested 
have  been  made. 

This  bill  involves  points  upon  which 
Senators  on  the  Republican  side  of  the 
aisle  and  Senators  on  my  side  of  the 
aisle  have  agreed;  relatively  few  amend¬ 
ments  and  nothing  involving  the  kind 
of  major  surgery  of  which  the  Senator 
speaks. 

The  major  amendment  involved  is 
simply  implementation  of  the  program 
which  the  President  spelled  out  in  the 
same  detail  as  is  found  in  the  amend¬ 
ment,  which  we  are  introducing  when 
we  have  time,  and  the  programs  that  are 
to  be  covered. 

The  President’s  letter  of  transmittal 
was  dated  April  20,  1966.  It  spells  out 
the  loan  programs  which  were  to  be  in¬ 
cluded  in  the  next  fiscal  year  if  this 
legislation  is  enacted. 

The  major  amendments,  which  we 
were  about  to  introduce  when  the  Sen¬ 
ator  from  Delaware  has  finished,  simply 
incorporate  what  has  been  the  intention 
right  along.  There  is  no  new  intention 
whatsoever. 

We  have  offered  the  amendment  for 
the  purpose  of  reassuring  the  Senator 
from  Delaware  and  others  that  we  meant 
what  the  President  said  in  his  letter  of 
April  20. 

The  Senator  says  because  we  offer  an 
amendment  to  reassure  him  that  that 
offer  is  evidence  in  and  of  itself  that  the 
bill  needs  major  surgery.  Perhaps  we 


should  not  undertake  to  make  amend¬ 
ments  to  develop  a  meeting;  of  the  minds 
and  consensus  to  the  extent  we  can. 

The  amendment  is  offered  in  a  helpful 
way,  trying  to  reassure  the  Senator  that 
what  the  President  said  on  April  20  was 
what  the  President  meant  and  what  the 
agencies  would  do  if  it  is  enacted. 

The  other  amendments  are  relatively 
minor. 

Three  offered  by  the  Senator  from 
Utah  [Mr.  Bennett]  are  technical 
amendments  involving  nothing  like 
major  surgery. 

The  most  important  of  those  three  is 
an  amendment  designed  to  place  before 
Congress  annually  a  record  of  what 
transpired  under  the  program  in  the  pre¬ 
ceding  year.  This  does  not  involve 
major  surgery,  as  I  see  it. 

There  is  one  other  amendment  which 
I  think  was  originated  by  the  Senator 
from  Nebraska  [Mr.  HrtjskaI,  under¬ 
taking  to  set  a  limit  of  1  year  on  this 
authorization.  The  Senator  from  Utah 
and  I  agreed  to  the  modifying  amend¬ 
ment  to  set  a  limit  of  2  years. 

The  PRESIDING  OFFICER  (Mr. 
Lausche  in  the  chair) .  Will  the  Senator 
repeat  the  last  statement? 

Mr.  MUSKIE.  I  said  that  the  amend¬ 
ment  originally  suggested  to  me  by  the 
Senator  from  Nebraska  [Mr.  Hruska] 
would  have  placed  a  minimum  of  1  year 
on  the  authorization.  I  agreed  to  accept 
the  amendment,  provided  the  Senator 
would  modify  it  so  as  to  provide  for  2 
years.  We  are  prepared  to  accept  that 
amendment.  This  does  not  involve 
major  surgery. 

So  we  have  considered  and  discussed 
with  the  Treasury  all  the  points  that 
have  been  raised  prior  to  today  by  the 
Senator  from  Utah,  the  Senator  from 
Delaware,  and  other  Senators,  and  we 
are  prepared  to  offer  amendments  now  to 
implement  them.  No  other  difficulty  re¬ 
quiring  major  surgery  on  the  bill  has 
been  brought  to  my  attention. 

Mr.  WILLIAMS  of  Delaware.  Mr. 
President,  we  are  told  that  some  of  the 
amendments  are  just  minor  and  techni¬ 
cal  but - 

Mr.  MUSKIE.  Mr.  President,  that  is 
not  at  all  an  accurate  paraphrase  of 
what  the  Senator  from  Maine  said.  The 
record  speaks  for  itself.  I  spoke  of  the 
major  amendment,  and  I  described  it  at 
some  length.  I  did  not  call  it  minor  or 
technical,  and  the  Senator  from  Dela¬ 
ware  knows  I  did  not. 

Mr.  WILLIAMS  of  Delaware.  Mr. 
President,  I  hope  the  Senator  will  con¬ 
trol  his  blood  pressure. 

Mr.  MUSKIE.  My  blood  pressure  is 
about  the  same  as  that  of  the  Senator 
from  Delaware,  and  will  remain  at  that 
level.  I  submit  to  the  Senator  that  he  is 
in  no  position  to  read  what  is  in  this 
Senator’s  mind.  I  suggest  that  he  con¬ 
fine  himself  to  what  is  in  his  own  mind. 

Mr.  WILLIAMS  of  Delaware.  I  make 
no  effort  to  read  what  is  in  the  Senator’s 
mind. 

The  bill  as  it  was  reported  carried  au¬ 
thority  to  sell  $4  billion  of  the  REA 
loans.  I  am  reading  from  the  report. 
We  are  told  that  that  will  be  deleted. 

The  bill  as  it  is  reported  provides  au¬ 


thority  to  sell  $2,115  million  worth  of 
Commodity  Credit  Corporation  notes. 
We  are  now  told  that  this  item  will  be 
deleted. 

The  bill  as  reported  by  the  committee 
provided  authority  to  sell  $8,897  million 
worth  of  Department  of  State  or  AID 
loans.  We  are  told  that  that  item  will 
be  deleted. 

I  also  understood  that  the  amount  of 
the  British  loan  would  be  deleted.  I  in¬ 
tend  to  obtain  the  proper  understanding 
on  all  these  items  before  we  vote  on  this 
bill. 

Mr.  President,  I  send  to  the  desk  a 
motion  and  ask  that  it  be  given  imme¬ 
diate  consideration. 

The  PRESIDING  OFFICER  (Mr.  Bur¬ 
dick  in  the  chair) .  The  motion  will  be 
stated. 

The  Legislative  Clerk.  The  Senator 
from  Delaware  [Mr.  Williams!  moves 
that  S.  3283  be  recommitted  to  the  Com¬ 
mittee  on  Banking  and  Currency. 

Mr.  WILLIAMS  of  Delaware.  Mr. 
President,  on  this  motion,  I  ask  for  the 
yeas  and  nays. 

The  yeas  and  nays  were  ordered. 

Mr.  LAUSCHE.  Mr.  President,  may  I 
ask  a  question  of  the  Senator  from  Dela¬ 
ware? 

Mr.  WILLIAMS  of  Delaware.  I  yield 
to  the  Senator  from  Ohio. 

Mr.  LAUSCHE.  Does  the  bill  contain 
a  limitation  on  the  dollar  quantity  of 
the  bonds  that  may  be  put  into  the  pool? 

Mr.  WILLIAMS  of  Delaware.  The  lim¬ 
itation  under  the  bill,  as  I  have  been  ap¬ 
prised  by  all  authorities  concerned,  is 
$33  billion,  as  the  bill  was  originally  re¬ 
ported.  Now  we  are  told  that  the  limita¬ 
tion  will  be  modified  downward.  As  to 
around  $11  billion.  We  need  another 
committee  report  to  state  exactly  what 
will  be  left  in  the  bill. 

I  am  glad  to  get  this  $20  billion  reduc¬ 
tion  which  means  that  two-thirds  of  the 
first  required  authority  will  be  elimi¬ 
nated. 

Mr.  LAUSCHE.  Mr.  President,  will 
the  Senator  from  Delaware  yield,  so  that 
I  may  ask  a  question  of  Senator  Muskie? 

Mr.  WILLIAMS  of  Delaware.  I  yield. 

Mr.  LAUSCHE.  What  is  the  under¬ 
standing  of  the  Senator  from  Maine  as 
to  whether  there  is  a  limitation  on  the 
dollar  quantity  of  the  bonds  and  securi¬ 
ties  that  can  be  put  in  the  pool? 

Mr.  MUSKIE.  Mr.  President,  will  the 
Senator  from  Delaware  yield  so  that  I 
may  answer  the  question? 

Mr.  WILLIAMS  of  Delaware.  I  yield. 

Mr.  MUSKIE.  The  proper  answer  to 
the  Senator’s  question  involves  two 
points;  First,  what  would  be  author¬ 
ized?  Second,  what  is  planned  to  be 
done  under  the  authorization? 

On  the  authorization,  the  bill  as  now 
written  would,  cover  roughly  $33  billion 
worth  of  loans.  Under  the  bill  as  it 
would  be  amended,  if  and  when  we  reach 
the  point  of  amending  the  bill,  the  au¬ 
thorization  would  cover  programs  involv¬ 
ing  $10.9  billion  worth  of  loans. 

Mr.  LAUSCHE.  Would  the  amend¬ 
ment  requiring  a  2-year  limitation  also 
be  included  in  the  bill? 

Mr.  MUSKIE.  I  have  that  amend¬ 
ment  ready  to  offer,  yes. 
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With  respect  to  what  would  be  used 
under  the  authorization,  it  is  planned, 
and  has  been  planned  right  along,  as 
indicated  in  the  President’s  and  in  the 
administration’s  communications  to  the 
committee,  in  fiscal  year  1967 — that  is 
the  next  fiscal  year— to  program  $4.7 
billion  worth  of  loans.  Of  that  amount, 
some  portion — $1.8  billion  or  $1.9  bil¬ 
lion — could  be  sold  in  this  way  under  ex¬ 
isting  law.  Actually,  under  the  authori¬ 
zation  we  are  considering  now,  of  the 
$4.7  billion  that  it  is  planned  to  program 
next  year,  $2.8  billion  would  be  added  by 
the  proposed  legislation. 

These  are  the  best  figures  I  have. 

Mr.  BENNETT.  Mr.  President,  at  this 
point  the  Senate  may  be  interested  in  a 
little  current  history. 

The  companion  bill  in  the  House  has 
been  before  the  Committee  on  Rules  to¬ 
day,  and  that  committee  adjourned  with¬ 
out  giving  the  bill  a  rule.  The  in¬ 
ference  is  that  the  Committee  on  Rules 
will  consider  the  bill  again,  no  sooner 
than  1  week  from  today;  so  if  it  would 
be  more  effective  for  the  Senate  to  re¬ 
commit  the  bill  to  committee  and  make 
the  proposed  changes,  in  effect  the  other 
body  has  given  us  practically  1  week  to 
do  so. 

Mr.  President,  if  the  Senator  from 
Maine  will  yield,  I  wish  to  ask  him  a 
question  or  two. 

Mr.  MUSKIE.  I  shall  be  delighted  to 
answer. 

Mr.  BENNETT.  First,  let  the  Senator 
from  Utah  say  that  if  the  bill  is  re¬ 
committed,  the  committee  will  have  an 
opportunity  to  examine  all  the  proposed 
amendments.  If  the  bill  is  not  recom¬ 
mitted,  the  amendment  will  be  discussed 
on  the  floor  of  the  Senate  and  disposed 
of  there. 

On  Tuesday,  I  gave  to  the  Senator 
from  Maine  a  number  of  amendments  to 
the  bill  that  I  thought  should  be  con¬ 
sidered.  He  graciously  had  them  checked, 
and  we  have  now  reached  a  satisfactory 
arrangement  as  to  most  of  them.  How¬ 
ever,  the  Senator  from  Utah  has  just  be¬ 
come  aware  of  the  answer  given  by  the 
Treasury  to  his  proposed  amendment  on 
page  4,  which  would  strike  these  words: 

The  effect  of  both  past  and  future  sales 
of  any  Issue  of  beneficial  Interests  or  par¬ 
ticipations  shall  be  the  same,  to  the  extent 
of  the  principal  of  such  issue,  as  the  di¬ 
rect  sale  of  the  obligations  subject  to  the 
trust. 

I  am  sure  the  Senator  is  aware  of  the 
amendment,  but  I  wish  to  discuss  with 
him  the  answer  the  Treasury  gave  re¬ 
garding  its  implications,  in  order  to  de¬ 
termine  whether  I  have  the  same  under¬ 
standing  of  the  meaning  of  that  answer. 

Mr.  MUSKIE.  Would  the  Senator 
pause  for  a  moment,  until  I  get  my  copy 
of  that  answer? 

Mr.  BENNETT.  Yes. 

Mr.  MUSKIE.  Is  the  Senator  refer¬ 
ring  to  the  language  on  page  4? 

Mr.  BENNETT.  Yes;  lines  7  to  10. 

Mr.  MUSKIE.  The  Senator  is  correct. 

Mr.  BENNETT.  As  a  background  for 
our  discussion,  let  me  read  the  answer 
of  the  Treasury  Department  so  that  the 
other  Senators  can  hear  it.  It  reads : 

The  purpose  of  the  provision  which  this 
amendment  would  delete  is  to  make  abso¬ 


lutely  clear  that  a  sale  of  a  participation  in 
a  pool  of  loans  is  the  same  as  the  direct  sale 
of  a  loan,  and  should  be  treated  as  a  direct 
sale  of  a  loan  in  the  Government’s  accounts. 

I  assume  that  there  is  a  difference  be¬ 
tween  the  two.  I  continue  to  read: 

The  provision  is  included  to  avoid  the  con¬ 
tention  which  might  be  made  that  as  long  as 
the  Government  retains  the  paper  evidencing 
the  loan,  even  though  it  has  sold  an  interest 
in  the  loan  to  someone  else,  the  total  face 
amount  of  the  loan  must  remain  a  charge 
against  any  limitation  placed  on  the  total 
amount  of  loans  which  may  be  made. 

Then  the  letter  goes  on  to  make  an 
illustration  as  follows : 

The  effect  of  the  provision  can  best  be 
illustrated  in  the  case  of  FNMA.  The  total 
amount  of  mortgages  that  FNMA  may  pur¬ 
chase,  or  commit  itself  to  purchase,  under 
its  special  assistance  functions  is  limited, 
currently  to  approximately  $3,700  million. 
Whenever  FNMA  (special  assistance  func¬ 
tions)  purchases  a  mortgage,  or  agrees  to 
purchase  a  mortgage,  the  face  amount  of  that 
mortgage  is  charged  against  the  total  pur¬ 
chase  authority,  and  the  available  purchase 
authority  is  Reduced. 

I  think  that  is  perfectly  clear. 

Mr.  MUSKIE.  The  Senator  is  cor¬ 
rect. 

Mr.  BENNETT.  I  continue  to  read 
from  the  letter: 

When  a  mortgage  payment  is  made,  or 
when  a  mortgage  is  sold,  the  charge  against 
the  purchase  authority  is  reduced,  and  the 
purchase  authority  is  restored.  If  FNMA 
bought  a  participation  in  a  mortgage  (as  it 
has  authority  to  do) ,  the  amount  of  the 
participation  bought  would  be  charged 
against  the  purchase  authority,  even  though 
the  Government  did  not  take  possession  of 
the  paper  evidencing  the  underlying  loan. 

I  can  understand  that.  I  continue  to 
read: 

If  the  participation  were  subsequently  sold, 
the  charge  against  the  purchase  authority 
would  be  reduced. 

We  are  talking  about  participation  in 
a  particular,  single  loan  and  not  about 
an  issuance  of  participation  certificates. 

Mr.  MUSKIE.  The  Senator  is  correct. 

Mr.  BENNETT.  I  continue  to  read 
from  the  letter: 

This  provision  insures  that  a  participation 
sold  by  FNMA  is  considered  in  the  same  way 
as  a  participation  bought  by  FNMA. 

That  is  perfectly  clear  to  me  and  I 
have  no  question  about  it.  I  continue  to 
read  from  the  letter: 

If  this  amendment  were  adopted  and  this 
provision  were  eliminated  from  the  bill,  the 
action  might  be  interpreted  as  congressional 
intent  that  a  sale  of  participations  in  an  asset 
was  not  to  be  treated  in  the  same  way  as  a 
direct  sale  of  the  asset. 

To  the  extent  that  they  are  referring 
to  participation  in  single  loans,  I  have 
no  problem.  However,  I  suggest  a  hypo¬ 
thetical  situation  that  could  exist  under 
the  bill,  and  this  is  what  gives  me  a  prob¬ 
lem.  Suppose  that  agency  X  has  an  au¬ 
thorization  limit,  not  an  appropriation 
limit,  of  $100  million,  and  suppose  that 
it  is  loaned  to  its  limit  so  that  it  has  no 
further  authorization  available. 

If  this  bill  were  to  pass,  and  the  agency 
were  to  take  $12  million  of  its  loans  and 
place  that  amount  in  a  pool  and  sell  par¬ 
ticipation  of  $10  million  against  that, 
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would  that  action  free  $10  million?  Title 
would  not  pass  to  the  loan. 

Would  that  action  create  a  situation  in 
which  the  agency  could  actually  have 
$110  million  worth  of  loans  outstanding 
because  it  has  sold  $10  million  worth  of 
participation,  and  could  the  agency  thus 
break  through  the  authorization  ceiling? 

The  purpose  of  my  amendment  was  not 
to  interfere  with  FNMA  participation — I 
do  not  want  to  use  the  word  “involve¬ 
ment” — in  a  joint  loan  program  with 
somebody  on  the  outside  with  respect  to 
a  single  loan.  I  hope  this  bill  will  not 
be  interpreted  to  the  point  at  which  it 
can  be  used  to  break  through  authoriza¬ 
tion  ceilings. 

Mr.  MUSKIE.  I  probed  this  question 
rather  thoroughly  myself  because  many 
programs  with  different  substantive  laws 
or  charters  are  involved. 

Mr.  BENNETT.  The  Senator  is  cor¬ 
rect. 

Mr.  MUSKIE.  I  found  that  it  was 
most  difficult  to  categorize  them  with 
respect  to  the  question — the  very  proper 
question — that  the  Senator  asked. 

I  shall  try  to  give  in  answer  that  is  as 
responsive  and  as  understandable  as  I 
can  on  the  basis  of  my  understanding  of 
what  has  been  told  me. 

The  question  basically  that  the  Sen¬ 
ator  asks  is  whether  the  proceeds  of  these 
participation  certificates  can  be  used  by 
the  lending  agency  for  additional  loans. 

Mr.  BENNETT.  Beyond  the  author¬ 
ization  ceiling. 

Mr.  MUSKIE.  I  wish  that  the  Sena¬ 
tor  would  withhold  that  part  of  the  ques¬ 
tion. 

Mr.  BENNETT.  All  right. 

Mr.  MUSKIE.  The  question  the  Sen¬ 
ator  asks  is  whether  the  proceeds  of 
these  participation  certificates  would  be 
available  for  additional  loans.  My  an¬ 
swer  is  that  it  would  depend  completely 
upon  what  the  program’s  basic  legisla¬ 
tion  provides. 

There  are  two  broad  categories  that  I 
think  we  can  distinguished  on  this  point. 
First,  there  are  programs  in  which  there 
is  a  ceiling  on  the  total  amount  of  the 
outstanding  loans.  Second,  there  are 
programs  in  which  there  is  no  ceiling, 
but  in  which  there  is  a  limit  on  the 
amount  of  new  loans  that  can  be  created 
each  year.  There  are  these  two  broad 
categories. 

Mr.  BENNETT.  I  want  to  clarify 
those  two  categories.  Is  the  Senator  re¬ 
ferring  in  the  second  category  to  a  kind 
of  moving  ceiling? 

Mr.  MUSKIE.  For  example,  in  the 
Farmers  Home  Administration  and  the 
academic  facilities  program,  two  of 
which  would  be  included  under  the  bill 
when  the  amendment  is  agreed  to,  there 
is  a  stated  amount  of  new  loans  that  are 
authorized  each  year. 

Mr.  BENNETT.  It  would  grow  by 
increment  rather  than  by  ceiling. 

Mr.  MUSKIE.  "The  Senator  is  correct 
with  respect  to  that,  as  I  understand 
it,  that  the  increment  cannot  be  enlarged 
by  the  proceeds  of  participation  certifi¬ 
cate  sales  from  existing  loans.  Do  I  make 
that  clear? 

Mr.  BENNETT.  That  is  perfectly 
clear. 
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Mr.  MUSKIE.  So  as  to  that  category 
of  loans,  which  covers  two  of  the  eight 
programs  which  are  involved,  the  answer 
to  the  question  of  the  Senator  is  “No.” 

Now,  with  respect  to  programs  which 
have  a  ceiling  on  the  total  outstanding 
loans,  there  is  a  different  answer.  Let 
me  list  those  which  are  involved.  They 
are  the  Small  Business  Administration, 
college  housing,  FNMA,  Export-Import 
Bank  of  Washington,  public  facilities, 
and  VA  direct  loans. 

With  respect  to  Small  Business  Ad¬ 
ministration,  the  .answer  is  “No.”  This 
has  been  the  position  taken  by  the  SBA 
in  its  interpretation  of  its  lending  au¬ 
thority,  so  that  even  on  the  direct  sale 
of  these  loans,  it  does  not  regard  the 
proceeds  of  such  direct  sales  as  eligible 
for  new  loans  without  authorization 
from  Congress. 

So  that  with  respect  to  SBA  the  an¬ 
swer  is  “No.”  With  respect  to  the  other 
five  programs,  the  answer  is  the  same  as 
it  would  be  for  direct  sales  of  these  loans, 
and  direct  sales  of  course  can  be  with  or 
without  recourse. 

As  to  the  direct  sales  with  recourse  to 
the  Government,  which  are  comparable 
in  terms  of  the  continuing  Government 
liability,  the  answer  is  the  same,  as  it 
would  be  under  the  pending  bill  with 
regard  to  the  sale  of  participation  cer¬ 
tificates. 

Now,  with  respect  to  sales  of  these  loan 
papers  without  recourse,  those  cannot  be 
used — I  think  I  am  correct  on  this — un¬ 
der  existing  law  to  renew  or  to  enlarge 
the  lending  authority  and,  of  course, 
would  not  be  covered  under  this  legisla¬ 
tion. 

Now  let  me  see  if  I  can  summarize 
what  I  have  said  to  the  Senator.  His 
basic  question,  as  I  understood  it,  was 
whether  or  not  the  proceeds  of  the  sales 
of  participation  certificates  can  be  used 
for  new  loans. 

Mr.  BENNETT.  Above - 

Mr.  MUSKIE.  Well,  whether  it  is 
above  or  below  the  ceiling  is  something 
that  is  argumentative. 

Mr.  BENNETT.  All  right;  leave  that 
out. 

Mr.  MUSKIE.  If  we  leave  that  out,  it 
depends  upon,  first  of  all,  whether  or  not 
there  is  a  ceiling  on  the  agency’s  total 
outstanding  loans.  If  there  is  no  ceil¬ 
ing,  and  the  agency’s  program  is  gov¬ 
erned  by  limits  on  the  amount  of  new 
loans  that  can  be  made  each  year,  the 
sale  of  certificates  cannot  be  used  to  en¬ 
large  those  limits. 

With  respect  to  SBA  where  there  is  a 
ceiling  on  total  outstanding  loans,  the 
proceeds  of  the  sale  of  participation 
certificates  cannot  be  used  for  new  loans. 
With  respect  to  other  agencies  where 
there  is  a  ceiling  on  total  outstanding 
loans,  they  would  be  treated  under  this 
legislation  in  the  same  way  that  the  pro¬ 
ceeds  of  direct  sales  of  the  loan  paper 
would  be  treated. 

Mr.  BENNETT.  This  leads  me  to 
wonder  whether  we  should  not  have 
more  language  in  the  bill  to  deal  with 
the  problem.  That  is  a  very  simple 
statement;  but  behind  the  statement  are 
two  or  three  variations  of  treatment. 

Mr.  MUSKIE.  May  I  make  one  other 
point  before  I  forget  it? 


Mr.  BENNETT.  Yes. 

Mr.  MUSKIE.  It  is  a  point  that  I 
think  is  very  pertinent  on  the  question 
which  the  Senator  has  raised.  Under  the 
bill,  the  Widnall  amendment  requires 
specific  appropriation  acts  to  authorize 
the  creation  of  participation  sales  pools 
to  be  implemented  under  this  act.  As 
the  Appropriations  Committee  consider 
requests  from  the  administration  for 
specific  authority,  which  the  Widnall 
amendment  requires,  the  facts — bearing 
upon  the  point  that  the  Senator  has 
raised — will,  of  course,  be  taken  into  con¬ 
sideration,  and  the  appropriations  com¬ 
mittee  can  decide  to  what  extent  the 
requests  made  by  the  administration  for 
authority  are  to  be  limited  or  reduced 
by  the  law  bearing  upon  the  use  of  pro¬ 
ceeds  of  such  sales  in  the  agencies  in¬ 
volved. 

Mr.  BENNETT.  I  think  I  understand 
the  Senator’s  explanation.  But  the  Sen¬ 
ator  from  Utah  really  wonders  whether 
we  should  not  write  these  distinctions 
into  the  bill,  rather  than  depend  on  a 
very  simple  phrase  which,  on  its  face, 
is  not  clear  and  requires  a  very  careful 
explanation  every  time  somebody  reads 
it  and  asks,  “What  does  this  mean?” 

Mr.  MUSKIE.  The  difficulty  with 
writing  it  into  the  bill,  as  the  Senator 
knows,  is  that  there  are  as  many  charters 
as  there  are  programs,  some  51  in  all. 
There  are  about  10  under  this  bill.  To 
try  to  capsule  the  existing  state  of  the 
law  with  respect  to  each  agency  would, 
I  think,  entail  an  impossible  legislative 
task. 

Mr.  BENNETT.  The  Senator  made 
it  clear  that  there  are  essentially  two 
categories  of  agencies,  those  that  operate 
under  a  ceiling  and  those  that  operate 
under  annual  increments;  and  then  we 
have  a  subclassification  those  that  are 
sold  with  recourse  and  those  that  are 
sold  without  recourse. 

If  this  is  an  accurate  and  complete 
analysis  of  the  problem  we  are  facing, 
that  does  not  seem  to  me  to  be  insuper¬ 
able. 

Mr.  MUSKIE.  Whether  it  is  accurate 
or  complete,  of  course,  depends  upon  this 
Senator’s  expertise  and  understanding  of 
this  field.  I  have  not  tried  to  mislead 
the  Senator. 

Mr.  BENNETT.  I  am  well  aware  of 
that. 

Mr.  MUSKIE.  I  have  spent  a  good 
deal  of  time  attempting  to  get  the  facts 
so  that  I  could  answer  this  question, 
which  I  expected  to  be  asked,  as  clearly 
and  precisely  as  I  could.  But  as  to 
further  legislation  dealing  with  this 
point,  I  think  it  depends  upon  whether 
or  not  the  Senator  wishes  to  change  the 
present  state  of  the  law.  I  think  if  we 
wish  to  change  the  basic  state  of  the  law 
on  it,  there  are  probably  two  approaches : 
First,  to  amend  each  of  the  substantive 
statutes  involved,  or  second,  an  across- 
the-board,  meat-ax  approach  which 
may  produce  undesirable  results. 

The  intent  of  the  bill — and  this  I  can 
state  clearly — is  that  as  to  those  pro¬ 
grams  where  the  proceeds  of  the  sales  of 
direct  loans  can  be  used  for  new  loans 
under  present  law,  it  is  the  intent  of  this 
bill  that  the  proceeds  of  the  sale  of  par¬ 


ticipation  certificates  could  be  used  to  the 
same  effect. 

Mr.  BENNETT.  As  though  they  were 
sales  of  the  loans  themselves? 

Mr.  MUSKIE.  That  is  correct.  In 
those  programs  where  that  is  possible 
now,  that  is  the  intent  of  this  bill. 

Whether  or  not  such  proceeds  are  in 
fact  used  for  new  loans  can  be  controlled 
by  the  Appropriations  Committees  in  the 
first  instance,  at  the  time  that  they  au¬ 
thorize  the  sale  of  the  participation  cer¬ 
tificates  for  the  pool  arrangement  that  is 
proposed;  and,  second,  of  course,  the 
agency  itself  may  choose  not  to  use  the 
available  funds  for  new  loans. 

Mr.  BENNETT.  I  understand  that. 
But  let  me  return  to  my  original  ques¬ 
tion,  and  limit  it  with  respect  to  those 
loan  programs  that  are  governed  by  a 
ceiling  which  has  been  set  by  law — 
which  the  Senator  identifies  for  me  as 
the  Small  Busines  Administration,  Col¬ 
lege  Housing,  FNMA,  Export-Import 
Bank,  Public  Facilities  and  VA  direct 
loans. 

Is  it  not  theoretically  and  in  effect 
actually  possible  that,  since  the  Federal 
Government  is  to  retain  title  to  the  loans, 
the  actual  volume  of  loans  in  the 
agency’s  portfolio  can  have  a  face  value 
higher  than  the  ceiling? 

Mr.  MUSKIE.  Well,  as  the  Senator 
knows,  under  another  amendment  that 
he  has  proposed,  which  he  will  offer  and 
to  which  I  have  agreed,  the  legislation 
will  provide  that  title  will  have  passed  to 
FNMA.  I  think  that  was  the  effect  of 
the  Senator’s  amendment. 

Mr.  BENNETT.  All  right. 

Mr.  MUSKIE.  Title  will  have  passed 
to  FNMA. 

Mr.  BENNETT.  But  FNMA  is  in  this 

list. 

Mr.  MUSKIE.  FNMA  as  trustee  with 
respect  to  agencies  outside  itself. 

Mr.  BENNETT.  Yes.  I  still  return  to 
the  question :  Are  we  creating  a  situation 
under  which,  as  far  as  the  record  goes, 
the  actual  face  value  of  loans  held  by 
FNMA  as  trustee  or  held  by  FNMA  for 
its  own  sake,  or  any  other  agency  gov¬ 
erned  by  a  ceiling,  the  actual  dollar  vol¬ 
ume  of  the  loans  in  the  portfolio  will  be 
higher  than  the  ceiling? 

Mr.  MUSKIE.  That  depends,  of 
course,  upon  what  accounting  method  a 
given  Senator  prefers. 

Mr.  BENNETT.  Yes. 

Mr.  MUSKIE.  Under  the  present 
state  of  the  law,  when  paper  is  sold  on 
direct  sales,  with  recourse  to  the  Gov¬ 
ernment,  that  paper  is  not  listed  as  part 
of  the  national  debt. 

Mr.  BENNETT.  It  is  gone.  It  has 
been  sold. 

Mr.  MUSKIE.  But  still  the  Govern¬ 
ment  is  obligated.  It  is  sold  with  re¬ 
course  to  the  Government  if  the  paper 
goes  bad. 

So  the  situation  I  am  talking  about, 
under  the  proposed  legislation,  would  be 
exactly  the  same.  The  accounting,  pre¬ 
sumably,  should  be  about  the  same,  be¬ 
cause  it  is  a  contingent  obligation  of  the 
Government. 

Most  of  the  loans  will  be  repaid — at 
least  the  history  is  that  most  of  them 
have  been — so  that  the  liability  of  the 
Government  is  contingent  and  much 
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smaller  than  the  face  amount,  and  there 
is  participation  by  the  private  sector. 

How  is  this  paper  to  be  accounted  for? 
Different  Senators  will  have  different 
preferences.  Schedule  E  of  the  budget, 
which  now  discusses,  in  13  pages  of  de¬ 
tail,  the  Federal  credit  programs,  pre¬ 
sumably  would  continue  to  disclose  what 
is  happening  under  this  program. 

Then,  in  addition,  another  amend¬ 
ment  which  will  be  offered  by  the  Sena¬ 
tor  would  require  reporting  to  the  Con¬ 
gress,  so  that  the  information  would  be 
available  to  us. 

The  Senator  and  I  both  regret  that  it 
is  not  possible  to  show  the  budget  of  the 
United  States  on  a  single  page.  It 
would  be  possible  at  a  glance  to  see  the 
total  assets  of  the  Government,  the  total 
liabilities  of  the  Government;  but  minor 
as  are  the  financial  operations  of  the 
Senator  from  Maine,  I  cannot  show  mine 
on  one  page.  Therefore,  I  believe  that 
most  of  the  space  is  taken  by  liabilities 
rather  than  by  assets.  Nevertheless,  it 
is  a  difficult  thing  to  do. 

(At  this  point  Mrs.  Neuberger  took 
the  chair  as  Presiding  Officer.) 

Mr.  MUSKIE.  Madam  President,  I 
appreciate  the  desire  of  the  Senator  from 
Utah — and  I  concur  and  support  it — 
that  we  try  to  make  the  record  of  what 
we  are  doing  under  these  programs  as 
clear  as  we  can.  Unfortunately,  be¬ 
cause  of  the  details  involved  and  the 
number  of  programs  and  the  variations 
involved,  if  we  were  not  to  tell  the  whole 
story,  we  would  be  deceiving  the  Ameri¬ 
can  people  because  we  would  be  hiding 
the  variations  and  the  details. 

How  do  we  compromise  between  full 
disclosure  which  will  give  so  many  de¬ 
tails  as  to  be  confusing,  or  partial  disclo¬ 
sure?  When  we  get  to  that  point,  what 
do  we  disclose  or  what  do  we  not  dis¬ 
close,  which  would  perhaps  give  a  clearer 
picture  to  the  extent  that  it  would  ignore 
the  details  and  thus  be  slightly  inaccu¬ 
rate — I  do  not  use  the  word  “deceptive,” 
but  “inaccurate.” 

The  problems  of  accounting  are  not 
simple.  We  should  try  to  make  the  ac¬ 
counting  as  simple  as  possible,  of  course, 
but  should  recognize  that  we  cannot 
make  it  as  simple  as  we  might  like. 

Mr.  BENNETT.  I  appreciate  the  help 
of  the  Senator  from  Maine  in  discussing 
this  problem.  I  am  still  puzzled  and  a 
little  bothered.  Perhaps,  with  a  little 
time,  we  could  find  a  solution  which 
would  make  this  clearer;  but,  as  of  now, 
I  still  feel  that  on  the  basis  of  the  stand¬ 
ards  of  present  accounting,  we  will  find 
ourselves  facing  a  situation  in  which  we 
will  have  to  decide  how  much  margin  we 
still  have  under  the  ceiling.  I  believe 
that  it  would  be  simpler  if  we  could  find 
some  kind  of  system  by  which  the  selling 
of  participation  certificates,  while  we  still 
hold  the  assets,  would  not  impinge  on  this 
problem  of,  “Have  we  bumped  our  head 
against  the  ceiling?” 

Mr.  LAUSCHE.  Madam  President, 
will  the  Senator  from  Utah  yield  for  a 
question  of  the  Senator  from  Maine? 

Mr.  BENNETT.  The  Senator  from 
Utah  has  the  floor,  but  I  will  be  glad  to 
yield  the  floor  at  this  time. 

Madam  President,  I  yield  the  floor. 

Mr.  LAUSCHE.  Madam  President,  I 
will  take  the  floor  then. 
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The  PRESIDING  OFFICER.  The  is  the  record.  I  can  be  accused  of  par- 


Senator  from  Ohio  is  recognized. 

Mr.  LAUSCHE.  Madam  President,  in 
1959,  there  was  before  the  Senate  a  bill 
embodying  the  principle  substantially  as 
it  appears  in  the  pending  bill  today. 
President  Eisenhower  contemplated  and 
proceeded  to  exchange  mortgages  held 
by  FNMA  for  Government  bonds  so  that 
he  would  have  moneys  to  finance  1960 
operations. 

A  resolution  was  submitted  in  the  Sen¬ 
ate  condemning  President  Eisenhower’s 
program  of  disposing  of  FNMA  securities 
at  a  return  less  than  would  be  obtain¬ 
able  by  the  Government  if  it  continued 
possessing  them. 

In  1959,  with  56  other  Senators,  I 
joined  in  disapproving  what  President 
Eisenhower  had  a  right  to  do.  The  vote 
was  56  to  29.  The  Senator  from  Dela¬ 
ware  [Mr.  Williams]  disapproved  of  the 
President’s  program,  and  I  disapproved. 

My  question  to  the  Senator  from 
Maine  is:  If,  in  1959  I  disapproved  of  the 
disposition  of  FNMA  mortgages  for  the 
purpose  of  financing  current  operations, 
can  I  consistently  vote  today  to  support 
President  Johnson’s  proposal  that  he  dis¬ 
pose  of  Government  securities  in  FNMA 
or  other  organizations  to  finance  cur¬ 
rent  operations? 

Mr.  MUSKIE.  Of  course,  that  is  a 
question  which  the  Senator  from  Ohio 
will  have  to  decide  for  himself.  There 
may  very  well  have  been  changes  in  the 
Senator’s  view  of  the  problem,  changes 
in  the  problem  itself,  and  changes  in 
market  conditions  then  and  now.  Per¬ 
haps  other  conditions  are  different  now 
than  they  were  then,  and  the  Senator 
from  Ohio  might  wish  to  take  them  into 
consideration  which  conceivably  would 
lead  him  to  a  different  conclusion.  That 
is  a  question  for  the  Senator  to  deter¬ 
mine. 

We  had  an  interesting  colloquy  on  the 
floor  on  Tuesday  on  this  point  of  con¬ 
sistency,  with  the  Senator  from  Delaware 
[Mr.  Williams],  and  I  agree  that  the 
vast  majority  of  Senators,  on  both  sides 
of  the  aisle,  are  still  inconsistent  with 
the  issue  which  has  been  raised. 

Mr;  LAUSCHE.  Madam  President,  in 
1959,  the  Senator  from  Maine  stated  that 
President  Eisenhower  was  wrong  in  what 
he  was  trying  to  do,  but  today  he  argues 
that  President  Johnson  is  right  in  trying 
to  do  the  same  thing  which  was  wrong 
when  recommended  by  Preisdent  Eisen¬ 
hower.  Is  the  answer  that  conditions 
have  changed? 

Mr.  MUSKIE.  Again,  the  Senator 
from  Ohio  missed  a  very  enlightening 
discussion  of  the  position  of  the  Senator 
from  Maine  which  took  place  on  Tues¬ 
day  afternoon,  wherein  was  raised  the 
same  question  which  the  Senator  is  now 
raising.  I  must  say,  on  the  record,  I  am 
inconsistent.  The  Senator  from  Dela¬ 
ware  asked  me  why  I  take  the  position 
that  I  take  now.  The  answer  I  made  to 
the  Senator  is  that  I  have  been  further 
exposed  to  the  problems  which  have  be¬ 
come  more  aggravated  since  1959.  The 
problem  keeps  climbing,  so  I  finally  have 
come  to  the  conclusion  that  it  was  neces¬ 
sary  to  do  something  to  devise  some  rea¬ 
sonable  uses,  which  I  outlined  to  the 
Senator  from  Ohio,  as  I  did  to  the  Sen¬ 
ator  from  Delaware  on  Monday.  That 


tisan  expediency.  Whether  I  am  or  not 
will  depend  upon  how  credible  my  ex¬ 
planation  is  to  the  Senator. 

Mr.  LAUSCHE.  Madam  President, 
the  only  reason  I  raise  the  issue  is  that 
the  Senator  from  Maine  threw  me  into 
consternation  a  short  time  ago - 

Mr.  MUSKIE.  I  did  that  privately, 
not  publicly. 

Mr.  LAUSCHE.  He  talked  to  me  about 
taking  an  inconsistent  position.  The 
fact  is,  I  opposed  President  Eisenhower’s 
proposal  and  today  I  am  opposing  Presi¬ 
dent  Johnson’s  proposal.  I  will  be  con¬ 
sistent  on  the  item — that  is,  I  take  the 
position  that  we  cannot  start  selling  cap¬ 
ital  assets  to  finance  current  operations; 
we  cannot  start  selling  assets  to  avoid 
deficits;  we  cannot  start  selling  capital 
assets  to  escape  the  limitations  on  the 
right  to  incur  debts  on  the  ceiling 
adopted  by  the  Congress  which  now  is 
$328  billion;  nor  can  we  do  so  to  escape 
the  interest  limitation  of  4%  percent 
which  is  now  allowed  to  be  paid  on  the 
borrowing  of  money. 

Madam  President,  I  wish  the  record 
to  show  that  I  was  greatly  relieved  after 
the  Senator  from  Maine  said,  “You  are 
inconsistent,”  to  go  to  the  record  and 
find  that  I  am  completely  consistent. 

Mr.  MUSKIE.  Madam  President,  will 
the  Senator  from  Ohio  yield  further? 

Mr.  LAUSCHE.  I  yield. 

Mr.  MUSKIE.  I  believe  that  I  should 
say,  partly  in  justification  of  myself,  and 
partly  to  reassure  the  distinguished  Sen¬ 
ator  from  Ohio,  that  what  I  might  say  in 
private  was  only  to  “needle”  him.  How¬ 
ever,  the  Record  is  something  different 
from  what  I  would  say  in  private,  seri¬ 
ously  to  challenge  his  record.  It  is  not 
my  intention  to  make  any  such  challenge" 
to  him.  There  were  a  number  of  votes 
on  the  issue.  I  suppose  an  interpretation 
of  those  votes,  of  mine  and  of  the  Sen¬ 
ator’s,  or  anyone  else’s,  could  involve  con¬ 
siderable  controversy,  as  to  whether  a 
Senator  is  consistent  or  not;  but  that  is 
not  my  purpose.  The  Senator’s  vote 
would  be  consistent  with  his  1959  vote  on 
the  merits  of  the  bill,  if  he  were  to  vote 
against  the  administration’s  proposal. 

Mr.  LAUSCHE.  I  want  to  concede  to 
the  Senator  from  Maine  that,  finally, 
we  have  to  decide  whether  there  are 
new  circumstances,  because  of  the  war 
in  Vietnam,  that  might  require  a  dif¬ 
ferent  vote  in  1966,  when  we  are  acting 
on  President  Johnson’s  recommenda¬ 
tion,  compared  to  the  vote  which  was 
cast  when  we  were  voting  on  President 
Eisenhower’s  recommendation. 

But  as  for  myself,  Madam  President, 
whether  it  was  Eisenhower  the  Repub¬ 
lican  or  Johnson  the  Democrat,  my  vote 
will  be  consistent. 

Mr.  LONG  of  Louisiana.  Madam 
President,  will  the  Senator  yield? 

Mr.  LAUSCHE.  Madam  President,  I 
have  the  floor. 

Mr.  LONG  of  Louisiana.  I  will  wait 
for  the  Senator  from  Maine  to  conclude. 

Mr.  LAUSCHE.  If  the  Senator  from 
Louisiana  wishes  to  comment  on  my  re¬ 
marks,  I  yield  to  him  to  do  so. 

Mr.  LONG  of  Louisiana.  Madam  Pres¬ 
ident,  may  I  address  myself  to  the  Chair? 

The  PRESIDING  OFFICER.  The 
Senator  from  Louisiana. 
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Mr.  LAUSCHE.  Madam  President,  I 
yield  the  floor. 

Mr.  LONG  of  Louisiana.  Madam  Pres¬ 
ident,  for  the  life  of  me,  I  cannot  under¬ 
stand  why  Senators  should  insist  that 
the  Federal  Government  should  engage 
in  deceptive  bookkeeping. 

Take  my  State.  Moneylenders  make 
small  business  loans.  They  are  per¬ 
mitted  to  charge  3  ’/2  percent  a  month. 
That  works  out  to  about  42  percent. 
With  carrying  charges  it  sometimes 
amounts  to  100  percent  a  year  on  loans. 

Those  moneylenders  do  not  want  to 
compete  with  any  legitimate  Federal 
loan.  They  do  not  want  the  Federal 
Government  to  lend  money  to  the  small 
businessman  or  a  poor  man.  So  they 
contrive  this  method  to  show  that  the 
Government  lends  money  to  the  REA,  so 
that  an  electric  line  may  be  built;  or  to 
a  small  businessman,  to  help  him  stay  in 
business,  no  matter  how  distressed  he 
may  be,  so  he  can  cut  down  his  complete 
loss.  It  is  put  down  on  the  books  as 
though  the  Government  had  lost  every 
tent  of  that  loan. 

The  Government  has  not  lost  money. 
It  may  lend  it  at  3  pei'cent,  and  may 
earn  5  percent  on  that  money,  and  get 
most  or  all  of  that  money  back.  But  our 
lenders’  friends,  headed  by  that  great 
institution,  the  Federal  Reserve  Board, 
want  it  written  as  though  the  Govern¬ 
ment  had  lost  every  penny  of  that  loan. 
In  the  way  our  friends  who  back  the 
moneylenders  would  like  to  get  it  on  the 
books  as  if  every  penny  of  that  loan  had 
been  lost. 

With  ingenuity,  contrivance,  and  gen¬ 
ius,  they  want  it  to  appear  that  the 
money  lent  to  poor  people,  every  penny 
of  which  may  be  paid  back  by  an  honest, 
poor  man,  amounts  to  a  loss  of  millions 
of  dollars. 

They  and  their  lender  friends,  some 
of  whom  make  the  magnificent  sum  of 
100  percent  per  year  in  interest,  want  it 
to  appear  that  the  Government  is  losing 
money  because  it  makes  the  loans.  Won¬ 
derful.  If  I  were  working  for  those 
moneylenders,  I  would  be  working  hard 
to  make  people  believe  the  same  thing. 

On  the  other  hand,  if  I  were  trying  to 
help  a  little  businessman,  a  farmer,  a 
small  fellow  trying  to  get  a  powerline  so 
he  could  have  an  electirc  light  in  his 
home,  then  I  would  do  my  best  to  make 
it  appear  that  that  loan  was  not  lost; 
that  what  the  Government  did  was  bor¬ 
row  money  from  the  public,  which  in¬ 
cludes  that  particular  person,  and  loaned 
it  to  that  little  fellow,  who  wanted  to 
improve  his  condition. 

Certain  Senators  can  engage  in  this 
mischief  and  do  all  they  want  to  con¬ 
tinue  to  do  what  has  been  done  through 
the  years  and  have  an  act  passed  by  the 
Congress  to  say  that  this  country  is  $325 
billion  in  debt  and  has  not  1  penny  of 
assets;  but  we  are  the  richest  Nation  in 
the  world. 

If  one  wants  to  borrow  from  a  bank, 
he  goes  to  a  bank,  and  lists  his  assets 
first,  and  then  he  lists  his  liabilities. 
Then  the  liabilities  are  subtracted  from 
the  assets,  and  they  show  his  net  worth, 
and  the  banker  will  check  out  those  as¬ 
sets. 


By  the  time  the  banker  subtracts  one 
column  from  the  other,  the  borrower 
ends  up  with  having  quite  a  bit,  and  he 
can  be  loaned  a  lot  of  money  on  that 
showing. 

Our  friends  on  the  other  side  stand 
up  and  fight  for  the  moneylenders  who 
make  100  percent  interest  per  year  on 
the  poor  man  who  wants  to  bury  his 
mother.  By  the  time  he  gets  around  to 
paying  his  debt  after  5  or  6  years,  and 
having  it  refinanced,  he  ends  up  having 
paid  the  full  cost  and  still  owing  more 
than  what  the  original  loan  was  on  the 
day  he  buried  his  mother. 

What  are  we  trying  to  do?  We  are 
trying  to  say  that  if  money  is  owing,  the 
Government  will  be  able  to  sell  that  note, 
so  that  the  small  businessman  can  be 
helped,  so  that  the  man  who  was  in  a 
“tight,”  who  needed  some  money,  who 
might  have  a  little  cotton  gin  in  my  part 
of  the  country,  who  could  not  get  money 
from  any  bankers,  who  was  trying  to 
protect  his  creditors,  who  could  have 
gone  into  bankruptcy,  but  did  not  want 
to,  who  was  fighting  to  stay  in  business 
and  pay  off  his  debts  in  an  honest  way, 
who  was  willing  to  work  himself  down 
to  a  frazzle  so  he  could  stay  in  business, 
would  be  able  to  get  a  loan.  Instead  of 
a  small  bank  going  broke,  for  example, 
to  the  detriment  of  the  people  who  own 
some  of  that  bank  stock,  this  small  busi¬ 
nessman  gets  another  chance  to  make  a 
living  and  pay  off  his  honest  debts. 

How  do  we  do  that?  We  say,  “Take 
the  note.  We  will  guarantee  it.  If  you 
cannot  make  it,  we  will  pay  it  off.  Then 
we  will  sell  the  note  and  guarantee  that 
the  buyer  will  get  every  penny  that  the 
note  states.” 

Here  is  another  fellow.  We  will  pay 
off  the  creditor.  We  will  pay  off  the 
note.  Everybody  will  be  better  off. 

What  is  the  only  objection?  Some  of 
our  friends  on  the  other  side  of  the  aisle 
who  represent  moneylenders,  who  get 
handsomely  rich  off  these  people,  say, 
“We  must  get  rich,  and  every  time  the 
Federal  Government  helps  a  poor  man, 
whatever  is  loaned  to  him  must  be 
counted  as  adding  to  the  public  debt  and 
counted  as  a  liability.  Do  not  count  the 
assets.” 

That  is  all  we  are  talking  about. 

If  we  want  to  do  so,  we  can  even  see 
to  it  that  when  a  poor  man  is  in  a  tight 
spot,  he  cannot  borrow  money  from  the 
Government.  But  if  we  want  to  help  the 
small  businessman,  if  we  want  to  help 
the  poor  little  fellow  who  is  trying  to 
pay  off  his  honest  debts,  we  should  stand 
by  our  friend,  the  Senator  from  Maine, 
and  stand  up  for  the  Small  Business  Ad¬ 
ministration,  for  the  little  man,  and  try 
to  bypass  all  this  complicated  argument 
that  is  produced  by  the  money  lenders 
and  their  friends  that  when  the  Gov¬ 
ernment  lends  money  it  should  be  con¬ 
sidered  as  if  it  had  lost  every  penny  of 
it. 

Why  do  they  want  it  that  way?  Be¬ 
cause  if  they  can  keep  the  Government 
from  making  loans,  the  loan  sharks  will 
be  able  to  make  a  100-percent  return  per 
year  on  their  loans  to  these  same  hard¬ 
working  Americans. 

We  talk  about  honest  bookkeeping. 


This  country  is  the  richest  nation  in 
the  world.  Does  anyone  know  of  any 
country  whose  bonds  yield  a  lower  in¬ 
terest  rate  than  ours?  We  are  the  rich¬ 
est  nation  in  the  world. 

Our  people  are  too  well  informed  and 
they  are  too  sophisticated  to  believe 
those  stupid  arguments  that  we  are  poor. 

Now,  we  hear  the  Senator  from  Dela¬ 
ware  stand  on  the  floor  and  make 
speeches  that  if  we  want  to  help  the 
small  business  people  we  must  increase 
the  national  debt  by  that  figure,  even 
though  they  pay  it  back. 

I  hope  that  some  day  we  will  engage 
in  honest  bookkeeping,  and  we  will  set 
up  an  account,  when  we  loan  somebody 
money  or  if  we  borrow  money,  to  show 
the  difference  in  what  we  are  paying 
them  and  what  they  are  paying  us.  If 
we  are  subsidizing  them,  all  right;  that 
is  what  we  are  doing  and  we  are  willing 
to  pay  it. 

On  the  small  business  loans  we  lost 
some  money  and  we  were  happy  to  do  it. 

We  are  standing  by  the  working  man 
and  the  little  man,  the  kind  of  people 
we  Democrats  represent.  I  hope  that 
we  will  stand  up  and  fight  for  these  peo¬ 
ple. 

Mr.  WILLIAMS  of  Delaware.  Madam 
President,  will  the  Senator  yield? 

Mr.  LONG  of  Louisiana.  I  yield. 

Mr.  WILLIAMS  of  Delaware.  I  lis¬ 
tened  with  a  great  deal  of  interest  and 
amusement  to  the  remarks  of  the  Sena¬ 
tor  from  Louisiana.  I  always  enjoy  them 
even  though  they  do  not  have  anything 
to  do  with  the  issue  that  is  before  the 
Senate  today. 

Mr.  LONG  of  Louisiana.  It  is  a  fun¬ 
damental  question.  The  Senator  comes 
from  Delaware.  One  group  elects  him  in 
Delaware.  I  assume  that  the  best  people 
in  that  State  are  informed,  and  they  do 
not  need  small  business  loans.  The  peo¬ 
ple  who  vote  for  me  in  Louisiana  do.  I 
represent  a  different  class  of  people. 

Mr.  WILLIAMS  of  Delaware.  Again  I 
thank  the  Senator  from  Louisiana.  I  al¬ 
ways  enjoy  his  remarks  and  I  shall  yield 
to  him  any  time  he  wishes. 

This  measure  does  not  affect  one  iota 
the  amount  of  money  that  could  be 
loaned  under  the  small  business  pro¬ 
gram.  The  only  question  before  the 
Senate  is  the  fact  that  some  $33  billion 
worth  of  these  loans  have  already  been 
made.  The  Government  holds  the  notes 
and  now  wants  to  sell  them  and  apply 
the  proceeds  to  pay  daily  expenses  of 
Government. 

The  question  before  the  Senate  is:  Will 
the  Government  sell  those  notes  under 
participation  certificates,  put  the  money 
in  the  general  revenue;  and  spend  it  as 
though  it  were  additional  income? 

There  are  $33  billion  worth  of  assets 
in  small  business,  the  REA,  and  various 
other  agencies,  and  if  the  bill  is  passed 
or  it  was  reported,  the  Government 
could,  under  the  authority  of  tins  bill, 
sell  this  $33  billion  worth  of  assets,  put 
the  money  in  general  revenue,  and  con¬ 
ceivably  for  the  next  3  years  spend  $10 
billion  more  than  it  was  taking  in,  and 
report  to  the  American  people  that  there 
was  a  balanced  budget.  That  would  be 
a  deceitful  practice. 
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The  Senator  from  Louisiana  and  Sen¬ 
ators  on  his  side  of  the  aisle  made  state¬ 
ments  about  the  moneylenders  getting 
rich  in  1959  when  President  Eisenhower 
suggested  this  on  a  much  smaller  scale 
and  I  joined  them  in  opposing  the 
measure. 

I  quote  one  authoi'ity  as  to  what  this 
bill  does: 

The  purpose  of  the  proposed  bill  is  to 
balance  the  budget  by  selling  off  assets  of 
the  Federal  Government — 

That  statement  was  made  by  a  mem¬ 
ber  of  your  own  party,  the  majority 
leader,  who  is  now  the  President  of  the 
United  States.  Both  the  Senator  from 
Louisiana  and  I  agreed  with  him  in  1959. 

Why  does  the  Senator  from  Louisiana 
defend  an  action  he  condemned  so  bitter¬ 
ly  only  7  years  ago?  , 

I  still  agree  with  that  statement.  It 
is  fiscal  irresponsibility.  It  is  not  truth 
in  government,  it  is  nothing  but  a  wind¬ 
fall  for  the  bankers  as  it  was  described 
in  1959.  They  will  get  an  extra  six- 
tenths  of  1  percent  in  interest. 

Mr.  LONG  of  Louisiana.  Madam 
President,  will  the  Senator  yield  for  a 
question? 

Mr.  WILLIAMS  of  Delaware.  I  yield 
to  the  Senator  for  a  question  or  for  a 
speech. 

Mr.  LONG  of  Louisiana.  If  the  Sen¬ 
ator  would  like  to  help  the  rank-and- 
file  people  of  this  country;  would  be  will¬ 
ing  to  join  me  in  an  effort  to  reverse  the 
action  of  the  Federal  Reserve  Board 
when  it  increased  the  rate  of  interest,  in 
order  to  see  if  we  cannot  save  this  Gov¬ 
ernment  that  $3  billion,  and  save  the 
kind  of  people  who  work  for  a  living 
about  three  times  that  much,  or  about 
$10  billion?  Would  he  be  willing  to  join 
in  that  effort?  If  he  would,  I  think  we 
might  get  somewhere. 

Mr.  WILLIAMS  of  Delaware.  I  am 
always  interested  in  proposals  of  the 
Senator  from  Louisiana. 

Mr.  LONG  of  Louisiana.  The  Sena¬ 
tor  from  Delaware  will  be  the  next  chair¬ 
man  of  the  Committee  on  Finance  when 
the  Republicans  take  over. 

I  would  be  curious  to  know  if  he  would 
be  willing  to  join  me  in  making  that  fight 
so  that  the  people  can  pay  a  lower  rate 
of  interest,  which  is  as  much  as  7  percent 
on  housing.  * 

Mr.  WILLIAMS  of  Delaware.  I  will 
reply  to  the  Senator  in  the  same  man¬ 
ner  as  I  did  when  he  argued  against 
interest  rates  under  the  Eisenhower 
administration.  By  the  way,  interest 
rates  are  higher  today  than  they  were 
then  by  1  percent.  Money  is  a  com¬ 
modity.  As  long  as  there  is  a  greater 
demand  for  money  than  there  is  an 
available  supply,  the  interest  rates  are 
going  to  go  up.  The  best  way  to  cut 
back  interest  rates  is .  to  stop  deficit 
spending  by  the  Federal  Government, 
so  that  we  will  not  have  to  borrow  so 
much  of  it  and  be  in  competition  with 
private  industry. 

As  long  as  the  Federal  Government 
insists  on  spending  $6  billion  to  $10  bil¬ 
lion  more  than  its  income,  it  will  have 
to  go  out  into  the  money  market,  and 
there  are  bound  to  be  higher  interest 
rates. 
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Since  1961  this  administration  spent 
$36  billion  more  than  it  took  in.  That 
is  $500  million  a  month  deficit  for  every 
month  since  1961.  When  the  Govern¬ 
ment  runs  a  deficit  it  has  to  borrow  that 
money. 

The  way  to  cut  back  is  as  President 
Johnson  suggested  the  other  day,  only 
he  did  not  go  far  enough.  He  said 
that  if  the  cost  of  pork  chops  is  too 
high  stop  buying  them.  I  say  if  the 
cost  of  money  is  too  high,  stop  spending 
it,  and  then  you  will  not  have  to  borrow 
so  much. 

The  President  insists  that  the  reason 
he  cannot  cut  spending  is  because  Con¬ 
gress  is  increasing  appropriations. 
That  may  be  true.  There  is  only  a 
minority  of  us  trying  to  hold  the  line, 
but  why  does  he  not  veto  these  bills? 

I  will  join  in  raising  a  collection  to 
buy  a  box  of  veto  pens  to  send  to  the 
White  House  so  the  President  can  veto 
these  bills. 

But  as  long  as  the  President  keeps 
signing  every  spending  bill  I  am  not  in¬ 
terested  in  .his  pious  statement  as  to 
how  much  he  is  against  spending.  The 
only  way  to  stop  spending  is  to  veto  the 
bills.  In  Congress  the  only  way  to  stop 
spending  is  to  vote  against  the  pro¬ 
posal.  The  way  to  bring  down  the  in¬ 
terest  rate  is  to  stop  deficit  spending. 

I  will  gladly  join  the  Senator  from 
Louisiana  if  he  wants  to  make  the  ef¬ 
fort  and  I  suspect  I  will  be  leading  the 
way. 

Mr.  LONG  of  Louisiana.  Franklin 
D.  Roosevelt  and  Harry  Truman 
showed  us  how  to  keep  interest  rates 
low  back  at  a  time  when  demand  was 
very  high.  They  were  viciously  criti¬ 
cized  by  the  moneylenders.  I  have  not 
heard  the  Senator  criticize  them. 

As  far  as  I  am  concerned,  I  would  like 
to  keep  interest  rates  low. 

A  man  and  his  wife  today  who  sign  a 
mortgage  have  to  pay  20  percent  more 
by  the  time  they  get  through  paying  for 
their  home  than  they  paid  under  the 
Truman  administration.  That  is  a  big 
penalty  to  pay. 

I  would  like  to  see  the  interest  rate 
go  back  to  where  it  was  under  those  two 
Presidents.  We  had  control  then,  in  time 
of  war.  We  had  regulation  acts  to  limit 
consumer  buying  on  what  one  could  buy 
in  wartime. 

As  far  as  the  rank  and  file  of  people 
were  concerned,  under  those  two  Presi¬ 
dents  they  had  a  real  interest  in  the 
money  borrower,  the  little  fellow,  and 
the  rate  of  interest  was  kept  low.  If  they 
signed  a  30-year  mortgage,  they  could 
pay  it  out,  and  they  were  protected  by  a 
President  who  was  on  their  side. 

The  Senator  can  be  sure  I  will  support 
any  effort  made  to  reduce  interest  rates. 
I  did  not  hear  him  say  that. 

He  did  refer  to  various  other  things, 
such  as  putting  taxes  on  them  and  en¬ 
gaging  in  various  tactics,  but  I  did  not 
hear  him  say  that  he  would  use  his  best 
efforts  to  reduce  the  interest  rate. 

Mr.  WILLIAMS  of  Delaware.  The 
only  way  to  reduce  interest  rates  is  to 
remove  the  cause  for  the  interest  rates 
being  higher;  that  is,  cut  down  on  the 
demand.  If  there  is  too  much  air  in  a 


tire,  it  is  not  corrected  by  pumping  in 
more  air. 

President  Johnson  recognized  this  at  a 
recent  conference  at  the  White  House. 
He  appealed  to  the  businessmen  to  cut 
back  on  plant  expansion  and  the  elimi¬ 
nation  of  every  project  possible.  He 
asked  the  housewives  to  cut  back  on  their 
spending,  but  he  failed  to  say  that  he 
would  lead  the  way  and  cut  back  on  Gov¬ 
ernment  expenditures. 

He  is  insisting  on  the  Federal  Govern¬ 
ment  continuing  every  Great  Society 
program  that  he  ever  had.  Perhaps  some 
of  these  plans  are  meritorious  but  they 
can  wait  until  we  have  won  the  war  in 
Vietnam. 

It  is  necessary  to  cut  back  when  the 
money  is  not  available.  The  President, 
rather  than  appealing  to  the  business¬ 
man  alone,  would  do  much  better  to  lead 
the  parade  and  say,  “I  am  going  to  cut 
back  on  Government  spending.  You 
join  me.”  I  would  like  to  see  him  lead 
the  parade.  Instead,  he  is  saying,  “I 
want  you  to  cut  back,  but  I  want  the 
extra  money  you  save  so  that  I  can 
spend  it.” 

This  is  a  situation  in  which  we  all 
have  to  cut  back  on  some  programs.  I 
would  have  to  agree  to  cutting  back  on 
programs  in  the  State  of  Delaware,  the 
Senator  from  Louisiana  would  have  to 
agree  to  cutting  back  on  some  programs 
in  Louisiana,  and  we  would  have  to  wait 
until  the  money  was  available  to  spend. 
Let  us  face  it — we  do  not  have  the  money 
today,  when  we  are  fighting  a  war  in 
Vietnam. 

I  am  hoping  that  my  good  friend,  the 
Senator  from  Louisiana,  will  join  me  in 
this  proposal  for  economy,  because  I 
think  he  has  struck  at  the  heart  of  the 
question.  Cut  back  on  spending. 

If  the  President  is  disappointed  with 
what  the  members  of  his  party  in  Con¬ 
gress  are  doing,  and  if  he  will  veto  those 
bills,  we  in  the  minority  will  sustain  his 
veto  and  save  him  from  the  spendthrift 
policies  of  some  of  his  own  party. 

Mr.  LONG  of  Louisiana.  My  recol¬ 
lection  is  that  there  was  a  great  deal  of 
spending  when  Franklin  Roosevelt  was 
President  and  when  Harry  Truman  was 
President.  Notwithstanding  that  spend¬ 
ing,  a  little  man  could  borrow  money 
and  finance  a  home  at  low  interest  rates. 
The  same  was  true  of  people  who  had 
to  borrow  money  generally. 

The  Senator  from  Delaware  gives  me 
lengthy  answers.  From  my  point  of 
view,  all  we  are  saying  is  that  we  would 
like  to  lend  some  money  to  some  little 
fellow,  a  small  businessman,  who  can¬ 
not  borrow  money  at  all.  We  would  like 
to  give  him  an  honest,  decent  loan  at  the 
going  rate  of  interest.  In  order  to  do 
that,  we  would  like  to  sell  some  of  the 
notes  we  presently  hold. 

It  is  fine  to  engage  in  semantics,  but 
it  boils  down  to  one  thing:  The  Senator 
would  like  to  say  that  every  time  the 
Federal  Government  goes  to  the  aid  of 
a  poor  man,  a  farmer,  a  small  business¬ 
man,  every  dollar  that  is  borrowed  is  to 
be  regarded  as  a  loss,  presumably  never 
to  be  collected. 

What  we  are  saying  is  that  if  a  note 
is  sold  for  what  it  will  bring,  the  Govern- 
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ment  will  get  back  that  much  money. 
To  that  extent,  we  refute  the  Senator’s 
presumption  that  the  money  never  will 
be  repaid. 

Mr.  MILLER.  Madam  President,  will 
the  Senator  yield? 

The  PRESIDING  OFFICER.  Does 
the  Senator  from  Louisiana  yield  to  the 
Senator  from  Iowa? 

Mr.  LONG  of  Louisiana.  I  yield. 

Mr.  MILLER.  Madam  President,  I 
have  followed  the  discussion  with  a  great 
deal  of  interest.  The  arguments  of  the 
Senator  from  Delaware  are  much  more 
persuasive  to  me,  particularly  because  he 
has  premised  his  case  on  the  same  argu¬ 
ments  that  he  used  in  1959. 

I  was  not  a  Member  of  the  Senate  in 
1959,  but  recently  I  saw  some  figures,  is¬ 
sued  by  the  Federal  Government,  indi¬ 
cating  that  in  1960  a  person  could  buy  a 
house  for  $12,000.  But  in  1965,  5  years 
later,  as  a  result  of  the  inflation  which 
has  grown  during  the  5  years  of  this  ad¬ 
ministration,  that  same  home  costs 
$13,300. 

In  addition,  the  inflation  that  ensued 
during  those  5  years  brought  the  interest 
rate  up.  At  the  present  time,  a  person 
who  buys  a  $13,300  home  with  say,  an 
80  percent,  20-year  mortgage,  will  spend 
$1,700  more  in  interest. 

So  as  the  result  of  the  fiscal  policies  of 
this  administration,  a  home  that  cost 
$12,000  in  1960  now  costs  $3,000  more. 

Mr.  LONG  of  Louisiana.  Madam 
President,  will  the  Senator  yield? 

Mr.  MILLER.  In  a  moment. 

The  Senator  from  Louisiana  talks 
about  poor  people.  The  poor  people  are 
the  ones  who  are  getting  stuck  the  worst 
with  the  inflation  that  has  been  caused 
by  the  so-called  fiscal  policies  of  this  ad¬ 
ministration.  The  President  has  said 
that  inflation  hurts  worst  those  who  can 
least  afford  it — the  poor  people. 

If  the  Senator  is  really  concerned 
about  poor  people,  why  does  he  not  put 
into  effect  fiscal  policies  that  will  stop 
inflation?  Unless  that  is  done  the  poor 
people  will  become  poorer.  It  does  not 
make  any  difference  if  their  wages  go  up 
a  little.  It  will  be  more  than  offset  by 
inflation.  That  is  why  the  President,  the 
Senator’s  President,  said  what  he  said. 

Mr.  LONG  of  Louisiana.  Madam 
President,  will  the  Senator  yield? 

Mr.  MILLER.  I  yield. 

Mr.  LONG  of  Louisiana.  Let  us  con¬ 
sider  the  man  who  borrows  $7,000. 
Everyone  knows  that  when  inflation 
struck,  the  first  thing  that  went  up  was 
wages,  so  his  wages  doubled  or  more  than 
doubled.  That  meant  that  so  far  as  his 
income  was  concerned,  the  burden  of  the 
mortgage  was  half  what  it  had  been.  As 
far  as  he  was  concerned,  he  was  bene¬ 
fited  by  inflation.  As  a  matter  of  fact, 
he  probably  paid  it  off  and  was  done 
with  it  because  of  the  increase  in  wages. 

It  was  all  I  could  do,  as  chairman  of 
the  Finance  Committee,  to  defeat 
amendments  to  automatically  raise  pay¬ 
ments  just  this  year  and  thereby  prevent 
the  social  security  payments  from  going 
up,  with  a  resulting  progression  of  in¬ 
flation. 

One  amendment  was  offered  on  the 
Senator’s  side  of  the  aisle — the  Republi¬ 
can  side — and  another  was  offered  by  a 
Democrat. 


The  Senator  says  that  when  inflation 
hits,  the  cost  of  living  goes  up  and  the 
social  security  payments  suffer.  If  wages 
go  up  by  more  than  that  amount,  then 
the  wage  earner  actually  wins.  Inflation 
does  not  always  hurt  a  poor  man.  If  his 
wages  go  up,  the  price  he  is  paying  on  a 
mortgage  is  actually  reduced  by  infla¬ 
tion.  If  inflation  takes  3  percent  from 
his  purchasing  power  and  he  is  paying 
7  percent,  and  if  his  wage  goes  up  by  3 
percent,  then  he  should  be  paying  only 
4  percent,  this  puts  him  back  at  the  4- 
percent  rate,  provided  his  wages  went  up 
when  inflation  hit. 

The  Senator  from  Iowa  should  tell  us 
whether  he  is  for  the  moneylender  or  for 
the  borrower.  We  are  talking  about 
making  money  available  for  borrowing 
by  the  man  who  needs  it. 

Mr.  MILLER.  The  Senator  has  been 
making  a  big  fuss  about  the  poor  man, 
the  borrower,  and  the  moneylender.  I 
do  not  know  of  much  difference  on  either 
side  of  the  aisle  on  this  point.  There 
may  be  a  lot  of  demagogic  speeches  on 
this  subject,  but  I  do  not  believe  any 
Senator  wants  the  borrower  to  pay  an  ex¬ 
cessive  amount  of  interest,  any  more  than 
he  wants  the  lender  to  receive  an  exces¬ 
sive  amount  of  interest. 

The  Senator  from  Louisiana  tried  to 
cover  the  point  I  made  by  assuming  that 
a  poor  man’s  wages  have  gone  up  twice. 
If  he  is  attempting  to  beg  the  question, 
nobody  will  win  that  argument.  The 
point  is  that  that  is  not  what  is  happen¬ 
ing  to  many  hundreds  of  thousands  of 
such  people.  As  a  matter  of  fact,  last 
year,  when  the  social  security  tax  was  in¬ 
creased  7  percent,  the  proposal  sounded 
good  to  the  social  security  pensioners; 
but  even  with  that  increase,  they  do  not 
have  as  much  purchasing  power  as  they 
had  in  1958.  Think  of  the  hundreds  of 
millions  of  dollars  of  cost  to  that  segment 
of  society  as  a  result  of  the  inflationary 
dollars  of  this  administration. 

Mr.  LONG  of  Louisiana.  The  Senator 
from  Vermont  [Mr.  Prouty]  offered  that 
amendment.  He  said  if  the  cost  of  liv¬ 
ing  went  up,  the  social  security  payment 
would  go  up.  It  was  all  I  could  do  to 
head  off  that  amendment  and  try  to  be 
fiscally  responsible.  The  point  is  that 
Congress  has  increased  the  social  secu¬ 
rity  payments  to  offset  the  increase  in 
the  cost  of  living. 

Mr.  MILLER.  It  was  not  offset  even 
with  the  7 -percent  increase.  That  is 
the  trouble. 

During  the  consideration  of  the  medi¬ 
care  bill  last  year,  the  Senator  from  Iowa 
proposed  an  amendment  to  give  the 
social  security  pensioners  an  automatic 
cost  of  living  increase,  but  the  Senator 
from  Louisiana  would  have  none  of  it, 
even  though  he  knows  that  that  group  of 
people  can  least  afford  to  bear  inflation. 

I  want  to  make  this  point.  Madam 
President;  then  I  shall  yield  the  floor. 
The  pending  measure  pounds  to  me  as 
though  it  will  aggravate  a  high-interest 
situation. 

In  my  State  of  Iowa  money  is  terribly 
tight  at  the  present  time.  Businessmen 
would  like  to  expand  their  plants  to  pro¬ 
vide  more  job  opportunities  for  people. 
Many  people  need  loans  in  Iowa  today. 
Many  farmers  need  loans.  We  now  pro¬ 
pose  to  lay  a  foundation  for  taking  pri¬ 


vate  money  out  of  the  private  sector  and 
putting  it  into  the  public  sector,  into 
Government  participation  certificates. 

I  think  it  will  make  money  even 
tighter.  I  believe  that,  regardless  of 
one’s  philosophy  on  whether  we  should 
sell  assets  to  help  pay  for  operating  ex¬ 
penses,  this  is  perhaps  the  worst  time  at 
which  we  could  engage  in  this  kind  of 
activity. 

If  the  Senator  from  Louisiana  has  peo¬ 
ple  in  his  State  who  are  interested  in 
getting  loans  to  help  them  get  along  in 
farming  or  in  small  business,  I  suggest 
to  him  that  the  interest  rate  will  get 
higher  if  this  bill  passes. 

Mr.  LONG  of  Louisiana.  Madam 
President,  I  accept  the  challenge,  and  on 
an  appropriate  occasion,  I  shall  offer  an 
amendment  to  reduce  interest  rates.  If 
I  get  a  majority  on  the  Republican  side 
of  the  aisle,  I  will  clap  my  feet  in  the  air. 

The  PRESIDING  OFFICER.  The 
question  is  on  agreeing  to  the  motion  to 
recommit.  On  this  question,  the  yeas 
and  nays  have  been  ordered  and  the 
clerk  will  call  the  roll. 

The  legislative  clerk  called  the  roll. 

Mr.  LONG  of  Louisiana.  I  announce 
that  the  Senator  from  Tennessee  [Mr. 
Bass],  the  Senator  from  Virginia  [Mr. 
Byrd],  the  Senator  from  Idaho  [Mr. 
Church]  ,  the  Senator  from  Pennsylvania 
[Mr.  Clark],  the  Senator  from  Connecti¬ 
cut  [Mr.  Dodd],  the  Senator  from  Mis¬ 
sissippi  [Mr.  Eastland],  the  Senator  from 
Tennessee  [Mr.  Gore],  the  Senator  from 
Arizona  [Mr.  Hayden],  the  Senator  from 
Massachusetts  [Mr.  Kennedy],  the  Sen¬ 
ator  from  Washington  [Mr.  Magnuson], 
the  Senator  from  Oregon  [Mr.  Morse], 
the  Senator  fi’om  Utah  [Mr.  Moss],  the 
Senator  from  Georgia  [Mr.  Russell], 
the  Senator  from  Alabama  [Mr.  Spark¬ 
man],  the  Senator  from  Mssouri  [Mr. 
Symington],  and  the  Senator  from 
Maryland  [Mr.  Tydings],  are  absent  on 
official  business. 

I  also  announce  that  the  Senator  from 
New  Mexico  [Mr.  Anderson],  the  Sen¬ 
ator  from  Alaska  [Mr.  Bartlett],  the 
Senator  from  Maryland  [Mr.  Brewster], 
the  Senator  from  North  Carolina  [Mr. 
Ervin],  the  Senator  from  New  Mexico 
[Mr.  Montoya],  the  Senator  from  Wis¬ 
consin  [Mr.  Nelson],  the  Senator  from 
West  Virginia  [Mr.  Randolph],  and  the 
Senator  from  South  Carolina  [Mr.  Rus¬ 
sell]  are  necessarily  absent. 

I  further  announce  that,  if  present 
and  voting,  the  Senator  from  Alaska  [Mr. 
Bartlett],  the  Senator  from  Massachu¬ 
setts  [Mr.  Kennedy],  the  Senator  from 
New  Mexico  [Mr.  Montoya],  the  Sen¬ 
ator  from  Oregon  [Mr.  Morse],  the  Sen¬ 
ator  from  Utah  [Mr.  Moss],  and  the 
Senator  from  Maryland  [Mr.  Tydings] 
would  each  vote  “nay.” 

On  this  vote,  the  Senator  from  Mary¬ 
land  [Mr.  Brewster]  is  paired  with  the 
Senator  from  North  Carolina  [Mr. 
Ervin]  .  If  present  and  voting,  the  Sen¬ 
ator  from  Maryland  would  vote  “nay,” 
and  the  Senator  from  North  Carolina 
would  vote  “yea.” 

On  this  vote,  the  Senator  from  Penn¬ 
sylvania  [Mr.  Clark]  is  paired  with  the 
Senator  from  Tennessee  [Mr.  Gore], 

If  present  and  voting,  the  Senator 
from  Pennsylvania  would  vote  “nay,” 
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and  the  Senator  from  Tennessee  would 
vote  “yea.” 

On  this  vote,  the  Senator  from  West 
Virginia  [Mr.  Randolph]  is  paired  with 
the  Senator  from  South  Carolina  [Mr. 
Thurmond]. 

If  present  and  voting,  the  Senator 
from  West  Virginia  would  vote  “nay,” 
and  the  Senator  from  South  Carolina 
would  vote  “yea.” 

Mr.  KUCHEL.  I  announce  that  the 
Senator  from  Hawaii  [Mr.  Fong!  is 
absent  on  official  business. 

The  Senator  from  Vermont  [Mr. 
Aiken],  the  Senator  from  California 
[Mr.  Murphy],  the  Senator  from  Kansas 
[Mr.  Pearson],  the  Senator  from  Massa¬ 
chusetts  [Mr.  Saltonstall],  the  Senator 
from  South  Carolina  [Mr.  Thurmond], 
and  the  Senator  from  Texas  [Mr. 
Tower]  are  necessarily  absent. 

If  present  and  voting,  the  Senator 
from  Hawaii  [Mr.  Fong],  the  Senator 
from  California  [Mr.  Murphy],  the 
Senator  from  Kansas  [Mr.  Pearson], 
the  Senator  from  Massachusetts  [Mr. 
Saltonstall],  and  the  Senator  from 
Texas  [Mr.  Tower]  would  each  vote 
“yea.” 

On  this  vote,  the  Senator  from  South 
Carolina  [Mr.  Thurmond]  is  paired  with 
the  Senator  from  West  Virginia  [Mr. 
Randolph].  If  present  and  voting,  the 
Senator  from  South  Carolina  would  vote 
“yea,”  and  the  Senator  from  West 
Virginia  would  vote  “nay.” 

The  result  was  announced — yeas  23, 


nays  45,  as  follows: 

[No.  72  Leg.] 

YEAS— 23 

- 

Allott 

Dirksen 

Miller 

Bennett 

Dominick 

Morton 

Boggs 

Fannin 

Mundt 

Burdick 

Hickenlooper 

Prouty 

Carlson 

Hruska 

Simpson 

Cooper 

Jordan, Idaho 

Williams,  Del. 

Cotton 

Kuchel 

Young,  N.  Dak. 

Curtis 

Dausche 

NAYS — 45 

Bayh 

Jackson 

Muskie 

Bible 

Javits 

Neuberger 

Byrd,  W.  Va. 

Jordan,  N.C. 

Pastore 

Cannon 

Kennedy,  N.Y. 

Pell 

Case 

Long,  Mo. 

Proxmire 

Douglas 

Long,  La. 

Ribicoff 

Ellender 

Mansfield 

Robertson 

Fulbright 

McCarthy 

Scott 

Gruening 

McClellan 

Smathers 

Harris 

McGee 

Smith 

Hart 

McGovern 

Stennis 

Hartke 

McIntyre 

Talmadge 

Hill 

Metcalf 

Williams,  N.J. 

Holland 

Mondale 

Yarborough 

Inouye 

Monroney 

Young,  Ohio 

NOT  VOTING— 

-31 

Aiken 

Fong 

Randolph 

Anderson 

Gore 

Russell,  S.C. 

Bartlett 

Hayden 

Russell,  Ga. 

Bass 

Kennedy,  Mass.  Saltonstall 

Brewster 

Magnuson 

Sparkman 

Byrd,  Va. 

Montoya 

Symington 

Church 

Morse 

Thurmond 

Clark 

Moss 

Tower 

Dodd 

Murphy 

Tydings 

Eastland 

Nelson 

Ervin 

Pearson 

So  the  motion  to  recommit  was  re¬ 
jected. 

Mr.  MUSKIE.  Madam  President,  I 
should  like  to  take  this  opportunity  to 
make  two  corrections  in  the  committee’s 
report — Senate  Report  No.  1140,  89th 
Congress,  to  accompany  S.  3283. 

At  page  4  of  the  report  a  section -by - 
section  analysis  begins.  The  heading 
reads  “Section-by-Section  Analysis  of 
H.R.  14544.”  It  should  read  “Section- 


by-Section  Analysis  of  S.  3283.”  The 
same  incorrect  reference  to  H.R.  14544 
appears  in  the  fourth  paragraph  on 
page  6. 

Another  misprint  occurred  at  page  9 
in  the  course  of  the  statement  of 
“Changes  in  Existing  Law,”  made  in  ac¬ 
cordance  with  the  Cordon  rule. 

At  the  13th,  14th,  and  15th  lines  of 
paragraph  2,  a  sentence  begins,  “The 
Association  may  be  named.”  The  intro¬ 
ductory  part  of  the  sentence,  down 
through  the  end  of  line  15  should  read 
as  follows : 

The  association  may  be  named  and  may 
act  as  trustee  of  any  such  trust  and,  for  the 
purposes  thereof,  the  title  to  such  obliga¬ 
tions  shall  be  deemed  to  have  passed  to  the 
Association  in  trust:  Provided,  That.” 

It  seems  appropriate  to  note  these  cor¬ 
rections  in  the  Congressional  Record 
rather  than  incur  the  expense  of  a  star 
print. 

I  should  like  to  make  note  of  the  fact 
that  the  committee  held  its  second  and 
concluding  hearing  on  this  bill  on  Thurs¬ 
day.  The  printed  record  of  the  hearing 
and  the  committee  report  were  available 
Monday  morning.  In  view  of  the  ex¬ 
ceptional  haste  in  preparing  the  98-page 
record  and  the  report,  the  occurrence  of 
two  misprints  can  readily  be  understood. 

Mr.  YARBOROUGH.  Madam  Presi¬ 
dent,  section  8  of  the  proposed  Participa¬ 
tion  Sales  Act  authorizes  a  study  of  the 
feasibility,  advantages,  and  disadvan¬ 
tages  of  direct  loan  programs  compared 
to  guaranteed  or  insured  loan  programs. 
After  studying  the  proposed  legislation, 
I  have  come  to  the  conclusion  that  we 
would  perhaps  be  wiser  to  enact  section 
8  and  hold  the  rest  of  the  bill  until  we 
see  the  results  of  that  study. 

UPWARD  PRESSURE  UPON  INTEREST  RATES 

Two  effects  of  this  legislation  disturb 
me  very  much.  First  is  the  effect  upon 
interest  rates.  It  appears  that  the  legis¬ 
lation  will  exert  upward  pressure  upon 
interest  rates.  In  this  regard  I  would  like 
to  read  one  paragraph  of  a  letter  from 
Charles  E.  Walker,  speaking  for  the 
American  Bankers  Association: 

In  addition,  we  are  concerned  with  the  im¬ 
pact  of  the  implementation  of  the  program 
contemplated  under  H.R.  14544  and  the  de¬ 
mands  it  will  place  on  the  money  and  capital 
markets  at  a  time  when  private  demands  for 
funds  are  active  and  strong.  Prom  the  stand¬ 
point  of  timing,  such  a  program  could  be 
better  implemented  at  a  time  when  the  bank¬ 
ing  system  and  long-term  investors  are  ac¬ 
tively  seeking  earning  assets  because  of  a 
limited  availability  of  such  in  the  private  sec¬ 
tor.  The  proposed  Government  agency  fi¬ 
nancing  may  very  well  have  a  considerable 
rate  impact  in  the  market.  So  long  as  eco¬ 
nomic  conditions  continue  expansive  and  pri¬ 
vate  demands  for  funds  are  heavy,  the  agency 
financing  will  exert  upward  pressure  on  inter¬ 
est  rates.  This  pressure  could  be  felt  in  the 
market  for  direct  Treasury  obligations  and 
rate  adjustments  could  take  place  in  that 
sector.  The  sheer  magnitude  of  the  adminis¬ 
tration’s  program — $3.3  billion  in  this  fiscal 
year  and  $4.7  billion  next  year— raises  the 
question  as  to  whether  all  of  the  Government 
agency  funds  can  be  raised  in  this  time 
interval. 

I  ask  unanimous  consent  that  the  let¬ 
ter  from  the  American  Bankers  Associa¬ 
tion  be  printed  at  this  point  in  the 
Record. 
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There  being  no  objection,  the  letter 
was  ordered  to  be  printed  in  the  Record, 
as  follows: 

Hon.  A.  Willis  Robertson, 

Chairman,  Committee  on  Banking  and  Cur¬ 
rency,  U.S.  Senate,  Washington,  D.C. 

Dear  Senator  Robertson:  The  American 
Bankers  Association  desires  to  take  this  op¬ 
portunity  to  express  its  views  on  H.R.  14544, 
a  bill  to  promote  private  financing  of  credit 
needs  and  to  provide  for  an  effective  and  or¬ 
derly  method  of  liquidating  financial  assets 
held  by  Federal  credit  agencies  and  for  other 
purposes,  which  we  understand  will  shortly 
be  under  consideration  by  your  committee. 

Inasmuch  as  H.R.  14544  has  been  intro¬ 
duced  to  carry  out  a  definitive  policy  decision 
of  the  administration,  we  are  not  express¬ 
ing  any  comments  on  such  policy  decision. 
Nevertheless,  we  are  concerned  about  cer¬ 
tain  aspects  of  the  legislation  as  outlined 
below. 

H. R.  14544  provides  a  mechanism  for  fi¬ 
nancing  the  Treasury  through  the  issuance 
of  securities  by  the  Federal  National  Mort¬ 
gage  Association  representing  beneficial  in¬ 
terests  or  participations  in  certain  loans 
made  by  various  agencies  of  the  Government. 
The  Government  agencies  responsible  for  ad¬ 
ministering  the  loan  programs  which  will  be 
utilized  as  a  basis  for  the  issuance  of  partic¬ 
ipation  securities  will  retain  custody,  control, 
and  administration  of  the  obligations  secur¬ 
ing  the  participation  certificates.  FNMA  will 
promptly  pay  to  the  agencies  whose  obliga¬ 
tions  form  the  basis  for  the  issuance  of  par¬ 
ticipations  the  full  net  proceeds  of  any  sale 
of  such  beneficial  interests  or  participations 
to  the  extent  they  are  based  upon  such  ob¬ 
ligations  or  collections.  Such  proceeds  will 
be  dealt  with  as  otherwise  provide  by  law 
for  sales  or  repayment  of  such  obligations. 
In  most  cases,  this  will  make  the  proceeds 
available  for  new  loans  to  the  extent  author¬ 
ized  under  existing  programs. 

In  my  letter  to  you  of  February  28,  1966, 
with  reference  to  S.  2499,  a  bill  to  amend  the 
Small  Business  Act  to  authorize  issuance  and 
sale  of  participation  interests  based  on  cer¬ 
tain  pools  of  loans  held  by  the  Small  Business 
Adiministration,  we  expressed  our  concern 
about  certain  implications  of  that  bill  which 
we  believe  also  applies  to  H.R.  14544.  We  de¬ 
sire  to  restate  such  comments,  in  part,  as  fol¬ 
lows: 

I.  The  type  of  transactions  envisaged  seem 
to  us  to  be  simply  another  type  of  deficit 
financing,  rather  than  a  genuine  substitution 
of  private  for  public  credit,  but  at  interest 
rates  higher  than  is  effected  in  the  usual 
manner  through  sales  of  Treasury  obliga¬ 
tions.  Although  no  serious  objection  could 
be  made  to  this  alternative  type  of  financing 
of  itself,  the  higher  interest  cost  that  is  likely 
to  be  incurred  should  be  of  concern  to  both 
taxpayers  and  the  Congress. 

2.  Debt  operations  of  the  type  authorized 
in  H.R.  14544  bypass  the  public  debt  ceiling 
and  the  interest  rate  ceiling  on  new  issues  of 
Treasury  securities  with  maturities  beyond 
5  years.  Our  purpose  here  is  not  to  defend 
the  arbitrary  manner  in  which  these  limita¬ 
tions  can  impinge  on  budget  spending  and 
Treasury  debt  management.  But  we  do  be¬ 
lieve  strongly  that  the  issue  of  our  relaxation 
or  elimination  of  these  limitations  should 
be  confronted  directly  in  the  Congress  and 
not  bypassed  through  alternative  methods  of 
financing. 

In  addition,  we  are  concerned  with  the  im¬ 
pact  of  the  implementation  of  the  program 
contemplated  under  H.R.  14544  and  the  de¬ 
mands  it  will  place  on  the  money  and  capital 
markets  at  a  time  when  private  demands  for 
funds  are  active  and  strong.  From  the 
standpoint  of  timing,  such  a  program  could 
be  better  implemented  at  a  time  when  the 
banking  system  and  long-term  investors  are 
actively  seeking  earning  assets  because  of  a 
limited  availability  of  such  in  the  private 
sector.  The  proposed  Government  agency 
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financing  may  very  well  have  a  considerable 
rate  impact  In  the  market.  So  long  as  eco¬ 
nomic  conditions  continue  expansive  and 
private  demands  for  funds  are  heavy,  the 
agency  financing  will  exert  upward  pressure 
on  interest  rates.  This  pressure  could  be  felt 
In  the  market  for  direct  Treasury  obligations 
and  rate  adjustments  could  take  place  in 
that  sector.  The  sheer  magnitude  of  the  ad¬ 
ministration’s  program — $3.3  billion  in  this 
fiscal  year  and  $4.7  billion  next  year — raises 
the  question  as  to  whether  all  of  the  Govern¬ 
ment  agency  funds  can  be  raised  in  this  time 
interval. 

The  Government  agencies  that  have  been 
regular  borrowers  in  the  market  for  many 
years  (such  as  Federal  intermediate  credit 
banks.  Federal  home  loan  banks,  Federal 
land  banks,  FNMA,  etc.)  have  increased  their 
borrowing  demands  both  in  terms  of  magni¬ 
tude  and  frequency  of  borrowing.  This  bor¬ 
rowing  has  already  become  more  expensive  in 
relation  to  direct  Treasury  obligations  and 
the  spread  in  rates  has  widened  as  a  conse¬ 
quence.  The  rate  spread  could  widen  fur¬ 
ther  as  enlarged  Government  agency  bor¬ 
rowing  reaches  the  market,  particularly  if 
this  increases  the  frequency  of  borrowing 
operations.  On  some  recent  occasions,  it  has 
appeared  that  the  Government  agencies  were 
competing  among  themselves  for  funds  and 
have  had  to  pay  a  higher  rate  in  the  market 
because  of  this. 

Section  2(b)  of  H.R.  14544  amends  section 
302(c)  of  the  Federal  National  Mortgage 
Association  Charter  Act  by  giving  FNMA  au¬ 
thority  to  issue  securities  under  the  new  pro¬ 
gram  “notwithstanding  any  other  provision 
of  law.”  We  believe  it  is  essential  that  the 
authority  of  the  Federal  National  Mortgage 
Association  to  issue  securities  as  contem¬ 
plated  under  H.R.  14544  be  made  subject  to 
the  approval  of  the  Secretary  of  the  Treasury 
in  order  that  such  transactions  be  handled 
with  utmost  care  so  as  not  to  disturb  market 
financial  processes  more  than  is  absolutely 
necessary. 

Very  truly  yours, 

Charles  E.  Walker. 

Mr.  YARBOROUGH.  Madam  Presi¬ 
dent,  testimony  was  received  on  this 
point  from  the  Farmers  Union,  which 
feels  that  the  legislation  would  adverse¬ 
ly  affect  farmers  borrowing  from  the 
Farmers  Home  Administration.  As  it  is, 
many  banks  which  lend  farmers  money 
through  FHA-insured  loans  also  make 
additional,  uninsured  loans  to  the  farm¬ 
er.  This  is  done  because  of  the  initial 
relationship  between  the  farmer  and  the 
bank  which  is  created  through  the  FHA- 
insured  loan  and  because  of  the  margin 
of  safety  which  the  FHA-insured  part 
of  the  total  amount  borrowed  gives  the 
bank.  The  Farmers  Union  pointed  out 
that  a  banker  would  be  loath  to  lend 
money  for  housing  and  tractors  if  all  he 
had  to  do  was  pick  up  the  phone  and 
buy  a  participation  at  5 yz  percent  which 
was  guaranteed  and  which  could  be  sold 
or  held  at  his  discretion. 

I  ask  unanimous  consent  that  the 
Farmers  Union  memorandum  be  printed 
at  this  point  in  the  Record. 

There  being  no  objection,  the  memo¬ 
randum  was  ordered  to  be  printed  in  the 
Record,  as  follows: 

Farmers  Union  Memorandum  on  H.R.  14544, 
the  Participation  Sales  Act  of  1966 

1.  The  purpose  of  this  legislation  Is  to  get 
the  Federal  Government  out  of  the  lending 
business.  According  to  Budget  Director 
Schultze,  the  Federal  Government  should 
not  act  as  a  bank;  all  Federal  lending  pro¬ 


grams  and  assets  should  be  taken  out  of 
the  Federal  Government  and  turned  over  to 
private  business. 

2.  The  Federal  National  Mortgage  Associa¬ 
tion  Charter  Act  is  amended  and  the  Associa¬ 
tion  is  given  authority  to  issue  “participa¬ 
tions”  which  shall  be  guaranteed  as  to  prin¬ 
cipal  and  interest  by  agencies  of  the  United 
States. 

3.  The  head  of  any  executive  department, 
agency,  or  instrumentality  of  the  United 
States  is  authorized  to  set  aside  a  part  or 
all  of  any  obligations  held  by  him.  The 
agency  “shall  guarantee”  to  the  trustee  time¬ 
ly  payments  thereof. 

4.  The  “trustee”  which  would  issue  the 
“participations”  is  the  Federal  National 
Mortgage  Association  which  gets  investment 
bankers  to  handle  the  paper  and  sell  the 
participations  on  the  public  money  market. 
The  bill  indicates  that  all  of  the  funds  raised 
by  the  sale  of  the  participations  shall  be 
turned  over  to  the  agency  or  trustor.  The 
trustee  is  the  mortgage  association  com¬ 
monly  referred  to  as  “Fannie  Mae.”  These 
are  the  principal  provisions  of  the  bill. 

5.  Here  is  what  will  happen:  The  loan 
agency  which  might  be  Farmers  Home,  Hous¬ 
ing,  or  Small  Business,  or  any  one  of  the 
lending  agencies,  must,  we  believe  issue  these 
participations  if  the  administration  so  de¬ 
sires.  The  language  says  specifically  of  the 
agency  “he  is  authorized  to  set  aside  all  or 
part  of  an  obligations  held  by  him.”  We 
believe  the  effect  of  this  language  will  be 
mandatory. 

6.  First,  the  lending  agency  will  turn  over 
the  loan  papers  to  “Fannie  Mae”  and  as  a 
result  participations  will  be  issued.  The 
New  York  banks  and  others  will  underwrite 
them,  “Fannie  Mae”  having  decided  that  they 
are  salable  and  worth  their  face  value.  In¬ 
terest  rates  or  effective  yields,  we  asume,  will 
be  agreed  on  by  “Fannie  Mae”  and  the  bank 
and  other  underwriters. 

7.  Example:  The  agency  and  Fannie  Mae 
decide  to  lump  together  papers  held  by  farm¬ 
ers  homes,  small  business,  and  housing  agen¬ 
cies,  totaling,  say  $1,500,000,  the  participa¬ 
tions  are  then  sold  on  the  public  market  for 
6  percent  plus  a  servicing  fee.  We  do  not 
believe  that  the  rate  will  be  much  lower, 
since  90-day  Treasury  bills  now  stand  at  4.7 
percent,  and  prime  securities  are  around  5 
to  5  y2  percent.  Suppose  that  the  loan  paper 
held  by  the  agency  on  which  the  participa¬ 
tions  are  based,  average  4  percent.  It  is 
evident  that  the  Treasury  will  have  to  make 
up  the  difference.  In  other  words,  there  will 
be  a  subsidy  of  2  percent. 

8.  Aside  from  costing  the  Federal  Govern¬ 
ment  additional  money  which  the  banks  will 
pocket,  the  issuance  of  guaranteed  paper  will 
have  an  adverse  effect  on  the  home  mortgage 
institutions.  A  banker  would  be  loath  to 
lend  money  for  housing,  tractors,  etc.,  if  all 
he  had  to  do  was  pick  up  the  phone  and  buy 
a  participation  at  5  y2  percent  which  was 
guaranteed  and  which  could  be  sold  or  held 
at  his  discretion. 

9.  Savings  and  loan  associations  under  the 
law  are  not  allowed  to  share  in  these  par¬ 
ticipations;  however,  to  compete  with  this 
new  money  market  they  will  have  to  raise 
their  interest  rates  or  else  go  out  of  busi¬ 
ness  and  the  general  effect  will  be,  of  course, 
together  with  the  other  operations  men¬ 
tioned,  to  raise  interest  rates  all  along  the 
line. 

10.  A  final  point  should  be  made.  Home¬ 
town  bankers  and  even  relatively  large  banks 
are  having  a  tough  time  because  of  the  pol¬ 
icies  of  the  Federal  Reserve  Board.  They  are 
having  to  pay  a  4  >4 -percent  discount  rate 
and  are  in  competition  with  institutional 
moneylenders  who,  under  the  ruling  of  the 
Board,  may  get  5y2  percent  on  time  deposits. 
Another  factor  is  the  fact  that  reserves  in  the 


banks  have  reached  a  minus  figure.  The 
Federal  Reserve  Board  has  been  selling  secur¬ 
ities  on  the  open  market  thus  decreasing  li¬ 
quid  reserves  of  the  banks.  The  result  has 
been  to  bring  about  a  very  tight,  high  in¬ 
terest  situation. 

increased  cost  to  the  federal  government 
Mr.  YARBOROUGH.  Madam  Presi¬ 
dent,  the  second  thing  about  this  bill  that 
disturbs  me  is  the  increased  cost  to  the 
Federal  Government.  A  table  appearing 
on  page  90  of  the  hearings  estimates  that 
the  increased  cost  to  the  Government  of 
the  participation  sales  that  would  be 
made  through  this  bill  would  be  $20,- 
592,000  in  1966.  In  1967  it  would  be 
$29,571,360.  The  total  extra  cost  to  the 
Government  for  15  years  is  estimated  at 
$381,336,720.  I  ask  unanimous  consent 
that  the  table  be  printed  at  this  point  in 
the  Record. 

There  being  no  objection,  the  table  was 
ordered  to  be  printed  in  the  Record,  as 
follows: 

Estimate  of  Additional  Costs  to  Govern¬ 
ment  of  Funding  Through  Participa¬ 
tions 

Total  estimated  additional  cost  of  partic¬ 
ipation  sales  during  year  of  sale  of  $2,185,000, 
or  0.624  percent  of  principal  amount.1 

Recurring  annual  expense  for  15-year  esti¬ 
mated  maturity  of  participation  certificates 
is  $2,185,000  (less  underwriter’s  expense  of 
$1,155,000)  or  $1,030,000,  which  equals  0.294 
percent  of  principal  amount.1 

Fiscal  1966  sales  of  $3  billion  times  0.00624 
equals  $20,592,000. 

Fiscal  1967  sales  of  $4  billion  times  0.00624 
equals  $29,571,360. 

Recurring  annual  expense  for  both  equals 
$8  billion  times  0.00294  percent  times  14 
equals  $331,173,360.  Total  for  15  years: 
$381,336,720.  / 

We  believe  there  is  a  reasonable  expecta¬ 
tion  that  the  difference  between  Treasury 
borrowing  costs  and  rates  on  participation 
certificates  will  widen  from  the  0.25  used  in 
this  example  as  the  quality  of  loans  in  the 
pool  declines — actually,  or  in  the  investor’s 
opinion. 

Mr.  YARBOROUGH.  I  am  going  to 
vote  for  the  bill.  Madam  President,  which 
is  so  strongly  requested  by  the  adminis¬ 
tration.  But  I  do  so  with  considerable 
misgivings.  I  urge  the  Secretary  of  the 
Treasury  to  make  a  thorough  study  of 
this  whole  matter  under  the  authority 
granted  him  through  section  8  and  come 
back  to  Congress  with  an  exhaustive,  ob¬ 
jective  report  in  6  months,  when  we  shall 
have  another  look  at  the  subject. 

Mr.  MUSKIE.  Madam  President,  as 
soon  as  the  floor  situation  is  clarified,  I 
shall  offer  five  amendments.  I  should 
like  to  give  the  Senate  some  idea  of 
what  to  expect.  I  have  five  amendments 
which  I  shall  offer  in  behalf  of  myself 
and  the  Senator  from  Utah  [Mr.  Ben¬ 
nett],  and  one  amendment  with  the  Sen¬ 
ator  from  Nebraska  [Mr.  Hruska],  I 
shall  offer  them  en  bloc.  I  understand 
that  the  Senator  from  Delaware  [Mr. 
Williams]  will  wish  to  ask  a  few  brief 
questions  bearing  upon  these  amend¬ 
ments.  I  understand  further  that  the 
Senator  from  Utah  will  wish  to  have 
a  colloquy  on  another  point. 


1  Using  figure-s  from  Government  Account¬ 
ing  Office  report. 


No.  75- 


10 


CONGRESSIONAL  RECORD  —  SENATE 


9464 

The  entire  process,  I  hope,  will  con¬ 
sume  not  more  than  20  minutes.  It 
might  stretch  to  a  half  hour.  At  that 
point,  we  will  have  a  rollcall  vote  on 
final  passage,  unless  some  other  unex¬ 
pected  developments  take  place. 

Mr.  BENNETT.  Madam  President, 
will  the  Senator  yield? 

Mr.  MUSKIE.  I  yield. 

Mr.  BENNETT.  I  do  not  think  we 
will  take  more  than  10  minutes.  I  hope 
not. 

Mr.  MUSKIE.  Madam  President,  I 
ask  for  the  yeas  and  nays  on  final  pas¬ 
sage. 

The  yeas  and  nays  were  ordered. 

The  PRESIDING  OFFICER.  Is  the 
Senator  from  Maine  submitting  his 
amendments  at  this  time? 

Mr.  MUSKIE.  Yes. 

Madam  President,  I  send  to  the  desk 
five  amendments,  and  I  ask  unanimous 
consent  that  reading  of  the  amendments 
be  dispensed  with,  and  that  they  be  con¬ 
sidered  en  bloc. 

The  PRESIDING  OFFICER.  With¬ 
out  objection,  it  is  so  ordered.  The 
amendments  will  be  considered  en  bloc. 

The  amendments  offered  by  the  Sena¬ 
tor  from  Maine  [Mr.  Muskie]  are  as 
follows: 

On  page  2,  delete  line  25,  and  on  page  3, 
delete  lines  1,  2,  and  3,  and  substitute  there¬ 
for  the  following: 

“(2)  Subject  to  the  limitations  provided 
in  paragraph  (4)  of  this  subsection,  one  or 
more  trusts  may  be  established  as  herein  pro¬ 
vided  by  each  of  the  following  Departments 
or  Agencies: 

“Department  of  Agriculture:  Farmers 
Home  Administration: 

“Department  of  Health,  Education,  and 
Welfare:  Office  of  Education  (with  respect  to 
loans  for  construction  of  academic  facilities) ; 

“Department  of  Housing  and  Urban  De¬ 
velopment  (including  the  Federal  National 
Mortgage  Association): 

“Veterans’  Administration; 

“Export-Import  Bank; 

"Small  Business  Administration. 

“The  head  of  each  such  Department  or 
Agency,  hereinafter  in  this  subsection  called 
the  ‘trustor*,  is  authorized" 

On  page  2,  strike  lines  3  through  12  and 
insert  in  lieu  thereof  the  following : 

“(3)  by  striking  out  the  words  ‘offered  to 
it  by  the  Housing  and  Home  Finance  Agency 
or  its  Administrator,  or  by  such  Agency’s 
constituent  units  or  agencies  or  the  heads 
thereof,  or  any  first  mortgages  in  which  the 
United  States  or  any  agency  or  instrumen¬ 
tality  thereof’  in  the  first  sentence  thereof 
and  by  inserting  ‘and  other  types  of  secu¬ 
rities,  including  any  instrument  commonly 
known  as  a  security,  hereinafter  in  this  sub¬ 
section  called  “obligations,”  in  which  any 
Department  or  Agency  of  the  United  States 
listed  in  section  302(c)  of  this  Act,’  ” 

On  page  3,  line  17,  strike  out  “be  deemed  to 
have  passed"  and  insert  in  lieu  thereof 
“pass”. 

On  page  5,  line  8,  beginning  with  “Any” 
strike  out  all  through  the  period  in  line  9, 
and  insert  in  lieu  thereof  the  following: 
“Any  such  authorization  shall  remain  avail¬ 
able  only  for  the  fiscal  year  for  which  it  is 
granted  and  for  the  succeeding  fiscal  year.” 

On  page  10,  line  7,  after  “Sec.  8.”  insert 
"(a)”. 

On  page  10,  after  line  16,  insert  the  fol¬ 
lowing  : 

“(b)  The  Secretary  of  the  Treasury  shall 
each  year  make  a  report  to  the  Senate  and 
House  of  Representatives  setting  forth — 

“(1)  the  net  increase  or  decrease  during 
the  preceding  fiscal  year  (A)  in  the  aggregate 
principal  amount  of  obligations  acquired  toy 


the  executive  departments,  agencies,  and  in¬ 
strumentalities  of  the  United  States  which 
may  be  subjected  to  a  trust  under  section 
302(c)  of  the  Federal  National  Mortgage  As¬ 
sociation  Charter  Act,  and  (B)  in  the  total 
amount  of  outstanding  beneficial  interests  or 
participations  in  such  obligations;  and 

“(2)  the  extent  to  which  the  sale  of  such 
beneficial  interests  or  participations  reduced 
the  deficit  or  increased  the  surplus  realized 
by  the  Government  in  its  operations  during 
the  preceding  fiscal  year.” 

Mr.  MUSKIE.  These  amendments, 
Madam  President,  would  do  these  things : 

One  amendment  would  reduce  the  cov¬ 
erage  of  this  bill  from  the  $33  billion  of 
outstanding  direct  loans  in  the  Federal 
portfolio,  involving  some  51  agencies  or 
programs,  to  a  little  less  than  $11  billion, 
involving  6  agencies. 

Mr.  BENNETT.  Six. 

Mr.  MUSKIE.  Six  agencies.  Those 
agencies  are  listed  in  the  amendment  as 
follows:  Department  of  Agriculture, 
Farmers  Home  Administration;  Depart¬ 
ment  of  Health,  Education,  and  Welfare, 
Office  of  Education,  with  respect  to  loans 
for  construction  of  academic  facilities; 
Department  of  Housing  and  Urban  De¬ 
velopment,  including  the  Federal  Na¬ 
tional  Mortgage  Association;  the  Vet¬ 
erans’  Administration;  the  Export-Im¬ 
port  Bank;  and  the  Small  Business 
Administration. 

The  second  amendment  would  limit 
the  authorization  contained  in  this  bill 
to  2  years.  This  is  an  amendment  of¬ 
fered  by  the  distinguished  Senator  from 
Nebraska  [Mr.  Hruska],  which  I  have 
cosponsored. 

The  third  amendment,  offered  by  the 
Senator  from  Utah  [Mr.  Bennett], 
would  require  reporting  the  activity 
under  this  bill  to  the  Congress  each  year. 
The  Senator  from  Utah  may  wish  to 
describe  it  in  greater  detail. 

There  is  another  amendment,  which 
is  a  technical  amendment  on  the  question 
of  the  passage  of  title  from  the  lend¬ 
ing  agency  to  the  Federal  National  Mort¬ 
gage  Association. 

The  amendment  which  I  offer  in  be¬ 
half  of  the  Senator  from  Utah  [Mr. 
Bennett]  clarifies  that  point,  to  make 
it  clear  that  title  passes. 

Those  are  the  amendments  now  being 
considered,  which  have  been  carefully 
reviewed  by  Senators  on  both  sides. 

Mr.  MUNDT.  Madam  President,  will 
the  Senator  yield? 

Mr.  MUSKIE.  I  yield  to  the  Senator 
from  South  Dakota. 

Mr.  MUNDT.  Will  the  Senator  state 
whether,  in  this  condensed  form,  the 
authority  does  or  does  not  cover  REA  or 
RTA? 

Mr.  MUSKIE.  It  does  not  cover  rural 
electric  or  telephone  loans  made  by  the 
REA. 

Mr.  HOLLAND.  Madam  President, 
will  the  Senator  yield? 

Mr.  MUSKIE.  I  am  happy  to  yield 
to  the  Senator  from  Florida. 

Mr.  HOLLAND.  The  Senator  said  he 
has  conferred  with  Senators  on  both 
sides.  Has  he  conferred  with  the  chair¬ 
man  or  ranking  members  of  the  Senate 
Agriculture  and  Forestry  Committee, 
with  reference  to  the  Farmers  Home 
Administration  ? 

Mr.  MUSKIE.  I  have  not;  no.  But 
the  legislation  has  been - 


May  5,  1966 

Mr.  HOLLAND.  Madam  President,  I 
happen  to  be  a  member  of  that  commit¬ 
tee,  and  I  have  heard  nothing  of  any 
conference  on  this  subject.  I  also  hap¬ 
pen  to  be  chairman  of  the  Senate  Sub¬ 
committee  on  Appropriations  which 
handles  agricultural  appropriations; 
and  I  am  not  prepared  to  say,  with  ref¬ 
erence  to  the  Farmers  Home  Adminis¬ 
tration,  that  this  is  good  policy. 

If  the  Senator  from  Louisiana  [Mr. 
Ellender]  or  the  Senator  from  North 
Dakota  [Mr.  Young]  have  been  con¬ 
ferred  with,  and  have  agreed  that  this  is 
good  policy,  that  is  something  else.  But 
as  far  as  I  am  concerned,  I  have  heard 
nothing  of  this  item.  I  hope  that  the 
distinguished  Senator  will  advise  us 
whom  he  has  conferred  with  on  both 
sides  of  the  aisle  with  respect  to  this  par¬ 
ticular  agency. 

Mr.  YOUNG  of  North  Dakota.  Madam 
President,  will  the  Senator  yield?  This 
is  the  first  I  have  heard  of  it. 

Mr.  MUSKIE.  May  I  say  to  the  Sena¬ 
tor,  the  agencies  I  have  described  have 
been  covered  by  this  bill  from  the  mo¬ 
ment  it  was  introduced.  No  question 
such  as  that  suggested  by  the  Senators 
has  been  raised  in  discussion  of  the 
proposed  legislation  until  this  moment. 

When  I  said  that  there  had  been  con¬ 
ferences  with  other  Senators,  I  meant 
conferences  with  other  Senators  involved 
in  the  debate  on  the  proposed  legislation 
on  the  floor  of  the  Senate  during  the  last 
2  days.  This  includes  the  Senator 
from  Utah,  the  Senator  from  Nebraska, 
and  the  Senator  from  Delaware,  all  of 
whom  raised  questions  which  are  in¬ 
volved  by  the  amendments  which  we  have 
reviewed  with  them,  and  which  we  have 
checked  with  the  Federal  agencies  in¬ 
volved  in  order  to  try  to  bring  to  the 
Senate  a  responsible  judgment  on  the 
validity  of  the  amendments. 

If  there  is  a  basic  question  on  the  bill 
itself  which  concerns  the  Senator  from 
Florida  and  the  Senator  from  North  Da¬ 
kota,  I  wonder  why  it  has  not  been 
raised  before.  I  have  not  conferred  with 
any  Senator  about  a  question  of  which 
I  was  unaware. 

Mr.  HOLLAND.  The  Senator  prob¬ 
ably  is  justified  in  feeling  that  all  Sena¬ 
tors  should  know  what  is  included  in 
the  bill.  It  happens  that  I  have  been 
busy  today  in  three  or  four  other  com¬ 
mittee  matters.  I  was  busy  yesterday 
on  similar  matters.  Today,  among  other 
things,  I  sat  in  the  conference  commit¬ 
tee  on  the  Supplemental  Appropriations 
bill,  and  have  been  in  hearings  all  after¬ 
noon  on  the  Public  Works  Appropria¬ 
tions  Subcommittee.  Then,  since  that 
committee  adjourned  a  few  minutes  ago, 
I  have  bepn  talking  with  some  agricul¬ 
tural  people  about  my  duties  as  chair¬ 
man  of  the  Subcommittee  on  Agricul¬ 
tural  Appropriations. 

I  invite  the  attention  of  the  Senator 
from  Maine  to  the  fact  that  other  Sena¬ 
tors  not  on  the  Banking  and  Currency 
Committee  can  have  no  possible  way  to 
know  about  the  heavy  coverage  of  this 
bill  unless  it  is  called  specifically  to  their 
attention.  When  the  Senator  stated 
that  he  has  conferred  with  Senators  on 
both  sides  of  the  aisle,  I  started  out  be¬ 
lieving  he  had  talked  with  the  Senator 
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from  Louisiana  [Mr.  Ellender]  and  the 
Senator  from  North  Dakota  [Mr. 
Young],  or  both  of  them,  or  the  dis¬ 
tinguished  Senator  from  Vermont  [Mr. 
Aiken]  . 

Apparently,  he  has  talked  with  no  one 
who  has  any  special  knowledge  of  the 
agricultural  situation.  I  therefore  want 
the  Senator  to  know  that  the  Farmers 
Home  Administration  administers  many 
different  classes  of  obligations.  Although 
it  does  deal  with  many  different  types  of 
loans  affecting  farmers,  some  of  these 
new  type  loans  recently  authorized  under 
new  legislation  deal  with  problems  that 
do  not  relate  to  farmers  at  all,  neces¬ 
sarily,  but  with  small  communities  and 
even  country  clubs.  I  had  notice  day 
before  yesterday  from  the  Farmers 
Home  Administration  that  they  just 
granted  a  loan  for  a  water  system  to  a 
golf  course  in  my  State. 

To  bunch  all  these  together  and  say 
that  they  can  liquidate  these  obligations 
and  then  pursue  their  very  great  field  of 
activities,  almost  unregulated  by  Con¬ 
gress,  is  something  that  I  would  not  wish 
to  agree  to  at  all. 

I  hope  that  the  Senator  will  withdraw 
this  particular  field  of  activities  from  the 
bill. 

The  Farmers  Home  Administration 
deals  with  many  different  types  of  direct 
and  insured  loans.  It  has  long  since  de¬ 
parted  in  a  clear  way  from  its  original 
field  of  activities  and  objectives  which 
were  to  help  tenant  fanners  buy  their 
properties;  to  help  small  farmers  enlarge 
their  properties;  and  also  to  help  farm¬ 
ers  build  their  barns  and  silos  and  things 
of  that  kind;  and  for  production  loans. 

If  we  were  limited  to  that  kind  of  ac¬ 
tivity  now,  I  would  have  little,  if  any,  ob¬ 
jections,  now.  But  I  do  not  think  the 
Farmers  Home  Administration  should  be 
turned  loose  to  borrow  from  wherever  it 
can  get  funds,  as  against  this  tremendous 
outstanding  file  of  obligations  in  a  dozen 
different  fields.  I  would  not  want  that 
authority  to  be  granted  at  all  without  a 
very  close  and  very  thorough  study  by 
the  people  who  know  something  about 
the  business  of  this  very  variegated — if 
I  may  use  that  word — agency. 

Thus,  if  no  one  having  any  compre¬ 
hensive  knowledge  of  the  operations  of 
this  particular,  important  agency  has 
been  conferred  with  or  consulted  at  all, 
I  would  have  to  object  rather  strenuously 
to  the  inclusion  of  that  file  of  securities 
within  those  involved  by  this  act. 

Mr.  HRUSKA.  Madam  President,  will 
the  Senator  from  Florida  yield? 

Mr.  HOLLAND.  I  yield. 

Mr.  HRUSKA.  Madam  President,  I 
can  say  that  the  Senator  from  Nebraska 
is  not  in  a  position  of  authority  in  the 
fields  to  which  the  Senator  from  Florida 
refers.  I  am  not  on  the  Agricultural 
Legislative  Committee.  I  am  a  member 
of  his  very  illustriously  chaired  Subcom¬ 
mittee  on  Agricultural  Appropriations. 
An  effort  was  made  by  the  committee  to 
get  a  limitation  in  the  very  field  to  which 
the  Senator  refers,  however,  and  the 
Senator  from  Maine,  who  is  the  Senator 
in  charge  of  the  bill,  has  agreed  to  ac¬ 
cept  this  limitation. 

Originally  subsection  4,  page  5  of  the 
bill,  read  as  follows: 


Beneficial  Interests  or  participations  shall 
not  be  Issued  for  the  account  of  any  trustor 
in  an  aggregate  principal  amount  greater 
than  is  authorized  with  respect  to  such 
trustor  in  an  appropriation  Act. 

Then  comes  the  language  which  I  un¬ 
derstand  is  to  be  amended: 

Any  such  authorization  shall  remain  avail¬ 
able  until  used. 

That  was  what  was  known  as  the  Wid- 
nall  amendment  and  was  included  in  the 
House  bill  at  the  instance  of  the  gentle¬ 
man  from  New  Jersey.  An  amendment 
that  would  be  accepted  is  this:  The  last 
two  words  in  that  second  sentence 
would  be  stricken,  and  the  following  lan¬ 
guage  would  then  be  a  part  of  the  bill  as 
amended : 

Any  such  authorization  shall  remain  avail¬ 
able  only  for  the  fiscal  year  for  which  it  is 
granted  and  for  the  succeeding  fiscal  year. 

So  that  there  is,  first  of  all,  the  neces¬ 
sity  for  an  authorization  and  it  is  that 
authorization  that  applies  to  any  partici¬ 
pation  in  one  of  these  pools  during  that 
fiscal  year  and  the  following  fiscal  year, 
rather  than  indefinitely  until  it  is  used. 
To  that  extent,  an  effort  has  been  made 
to  build  a  fence  and  use  some  braking 
power  on  an  otherwise  unlimited  use  of 
the  participation  pool  procedure. 

Mr.  HOLLAND.  I  appreciate  the  fact 
that  the  distinguished  Senator  from  Ne¬ 
braska  has  endeavored  to  bring  that 
much  of  a  limitation  into  the  bill.  My 
objection  goes  a  good  deal  further  than 
that,  because  we  have  just  finished,  in 
our  subcommittee,  having  hearings  on 
the  request  c#  this  agency,  and  they  are 
requesting  greatly  increased  appropria¬ 
tions — I  do  not  recall  the  exact  amount 
now,  but  it  is  a  large  increase,  including 
large  increases  for  these  new  fields — for 
supplying  small  water  plants  to  folks  who 
are  not  farmers  at  all  but  merely  happen 
to  have  their  home  or  business  either  in 
the  country  or  in  towns  of  not  more 
than  5,500  population. 

Their  field  of  operations  is  simply  im¬ 
mense — almost  unlimited — and  to  say 
that  they  can  pyramid  or  pile  up  this 
kind  of  fund  in  the  way  intended  by  the 
pending  bill,  as  I  understand  it,  is  some¬ 
thing  of  which  I  could  not  approve  at  all. 

If  it  were  limited,  as  I  say,  to  those 
loans  which  have  to  do  with  the  original 
purpose  of  the  Farmers  Home  Adminis¬ 
tration,  which  were  excellent  and  which 
I  have  always  strongly  supported  and 
helped  to  liberalize  greatly  through  the 
years,  as  those  members  who  have  served 
on  various  committees  assigned  to  it 
know. 

I  would  feel  kindly  disposed  toward  in¬ 
clusion  of  the  Fanners  Home  Adminis¬ 
tration,  provided  there  were  written  into 
the  bill  the  limitation  suggested  by  the 
Senator  from  Nebraska  which  made  con¬ 
gressional  control  complete  and  contin¬ 
uous;  but  to  say  that  their  whole  field  of 
securities  can  be  hypothecated  and  that 
they  can  take  that  money  and  build  up 
this  tremendous  field  which  they  have 
made  possible  by,  I  think,  an  injudicious 
act  of  Congress,  I  could  not  give  consent 
to  that. 

I  would  have  to  ask  that  the  bill  go 
over  until  tomorrow  morning  to  give  me 
an  opportunity  to  present  in  some  detail 


my  feelings  on  the  question  of  including 
the  Farmers  Home  Administration  with¬ 
in  the  scope  of  the  bill. 

Mr.  HRUSKA.  Madam  President,  will 
the  Senator  from  Florida  yield? 

Mr.  HOLLAND.  I  yield. 

Mr.  HRUSKA.  My  citation  of  the  pro¬ 
posed  amendment  which  has  been  ac¬ 
cepted  or  on  which  indication  has  been 
made  for  acceptance,  was  not  to  dispute 
or  to  controvert  the  position  taken  by  the 
Senator  from  Florida. 

I  cited  it  only  to  show  some  effort  had 
been  made  to  limit  somewhat,  the  rather 
broad  and  unlimited  procedures  con¬ 
tained  in  the  bill  as  introduced.  There 
was  no  intention  to  suggest  that  that 
amendment  would  in  any  way  deal  with 
or  satisfy  the  remarks  which  the  Senator 
from  Florida  has  made  and  has  made 
so  well. 

His  record  on  the  type  of  thing  to 
which  he  refers  is  well  known  in  this 
Congress  and  elsewhere;  but  it  is  not 
covered  and  it  is  not  specifically  the  ob¬ 
jective  to  which  I  referred. 

Mr.  HOLLAND.  I  reiterate  my  strong 
approval  of  the  intention  of  the  Senator 
from  Nebraska  and  the  coverage  of  his 
amendment.  I  call  attention  to  the  fact 
that  it  does  not  really  go  to  the  scope  of 
my  objection,  which  is  another  point. 
We  have  recently  embarked  on  new  pro¬ 
grams,  which  are  on  trial,  and  here  in 
the  very  beginning  of  them  we  are  asked 
to  expand  them  immeasurably  in  the 
Appropriations  Committee,  and  we  are 
expanding  them  in  the  field  of  coverage 
and  in  the  legislative  field.  Perhaps 
that  is  wise,  but,  on  top  of  that,  to  say 
that  we  can  pile  up  these  securities  and, 
ad  lib,  pyramid  them,  as  anyone  may 
wish  to  do,  is  something  different. 

Mr.  MUSKIE.  Madam  President,  will 
the  Senator  yield? 

Mr.  HOLLAND.  I  yield. 

Mr.  MUSKIE.  This  bill  does  not,  as 
the  Senator  said  in  his  last  sentence, 
permit  anyone,  ad  lib,  to  take  the  securi¬ 
ties  and  pyramid  them  as  much  as  might 
be  wished. 

On  the  point  of  who  was  consulted  in 
connection  with  this  bill,  I  shall  be  very 
glad  to  give  the  Senator  such  informa¬ 
tion  as  I  have.  There  are  some  51  agen¬ 
cies  or  programs  listed  as  direct  loan 
programs.  The  administration  under¬ 
took  to  contact  those  which  might  be  in¬ 
volved  in  those  programs  or  those  who 
might  be  concerned  or  interested  in  the 
legislation  with  respect  to  the  FHA  pro¬ 
gram  and  the  Farmers  Home  Adminis¬ 
tration.  Both  the  Treasury  and  the 
Budget  Bureau  contacted  the  chairman 
of  the  Agriculture  and  Forestry  Com¬ 
mittee,  the  Senator  from  Louisiana  [Mr. 
Ellender],  and  discussed  it  with  him. 
Presumably  they  received  no  objection. 

In  addition,  the  Bureau  of  the  Budget 
has  written  a  letter,  which  may  be  of 
interest  to  the  Senator,  to  Hon  W.  R. 
Poage,  dated  May  2,  1966,  which  reads: 

Dear  Mr.  Poage:  I  understand  that  you 
are  concerned  about  the  manner  In  which 
the  insured  loan  programs  of  the  Farmers 
Home  Administration  are  to  be  treated  un¬ 
der  the  Participation  Sales  Act  of  1966  (H.R. 
14544). 

The  programs  of  the  Farmers  Home  Ad¬ 
ministration,  as  authorized  by  the  Congress, 
will  in  no  way  be  adversely  affected  by  any 
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provision  of  H.R.  14544,  nor  by  any  action 
that  it  is  proposed  to  take  under  that  bill. 
On  the  contrary,  the  proposed  bill  will  make 
a  positive  contribution  toward  financing  the 
credit  programs  of  the  Farmers  Home  Ad¬ 
ministration. 

The  agency  will  continue  to  operate  both 
the  agricultural  credit  insurance  program 
and  the  rural  housing  insurance  program 
as  in  the  past.  When  the  paper  generated  in 
these  programs  can  be  sold  to  the  private 
market  on  favorable  terms,  this  will  continue 
to  be  done,  as  it  has  been  done  in  the  past. 

May  I  say,  parenthetically,  as  could  be 
continued  to  be  done  without  passage  of 
this  bill,  with  reference  to  $1.9  billion  of 
direct  loans.  The  approximately  $2  bil¬ 
lion  of  loans  could  be  sold  in  this  way 
without  passage  of  the  proposed  legisla¬ 
tion  before  us. 

To  continue  with  the  letter : 

When  the  Farmers  Home  Administration 
is  not  able  to  place  its  paper  directly  on 
terms  comparable  to  those  on  the  participa¬ 
tion  certificates  issued  by  the  Federal  Na¬ 
tional  Mortgage  Association,  then  Farmers 
Home  will  pool  its  loans  and  arrange  for 
FNMA  to  sell  certifiactes  of  participation  in 
that  pool. 

If  it  should  become  possible  later  to  sell 
the  loans  in  the  pool  directly  to  private  in¬ 
vestors,  the  biU  provides  a  procedure  by 
which  loans  can  be  withdrawn  from  partici¬ 
pation  pools  and  a  corresponding  amount  of 
participation  certificates  retired  by  purchase 
in  the  market. 

May  I  say,  in  addition,  that  in  the  bill 
as  introduced  in  the  Senate,  S.  3283, 
which  is  before  us,  positive  control  is 
given  to  the  Appropriations  Committees 
of  both  Houses,  requiring  specific  author¬ 
ization  of  the  total  principal  amount  of 
certificates  of  participation  which  can 
be  issued  in  behalf  of  any  agency.  That 
is  a  specific  authorization  that  is  required 
in  an  appropriation  act. 

Those  are  safeguards  in  the  legisla¬ 
tion.  This  is  the  impact  upon  the  Farm¬ 
ers  Home  Administration  program,  as  de¬ 
scribed  by  the  Director  of  the  Bureau 
of  the  Budget  to  Representative  Poage. 

As  I  have  said,  this  legislation  was  dis¬ 
cussed  by  the  representatives  of  the 
Treasury  and  the  Bureau  of  the  Budget 
with  the  distinguished  Senator  from 
Louisiana  [Mr.  Ellender]  ,  chairman  of 
the  Agriculture  and  Forestry  Committee 
of  the  Senate. 

Mr.  HOLLAND.  I  thank  the  Senator 
for  that  statement. 

I  am  looking  now  at  page  18  of  the 
report.  I  see,  as  I  am  not  surprised  to 
see,  that  there  is  no  division  made  at  all 
in  listing  the  securities  held  by  the  Farm¬ 
ers  Home  Administration  between  those 
directly  involved  with  their  very  sound 
original  purposes  and  their  recently, 
newly  authorized  activities,  which  are 
new  and  very  venturesome.  The  table 
simply  lists  the  total  amount  held  by 
the  Fanners  Home  Administration  on  the 
day  the  bill  was  prepared,  I  assume,  in 
the  amount  of  $1,990  million.  That  is  in 
direct  loans.  That  is  in  notes. 

As  to  what  part  of  them  would  lie  in 
the  scope  of  activities  that  are  not  new, 
and  as  to  what  amount  would  lie  in  the 
scope  of  activities  that  are  highly  new, 
venturesome,  and  admitted  to  be  on  a 
kind  of  trial-and-error  basis,  I  do  not 
know.  The  fact  is  not  disclosed  in  the 
listing. 


I  am  referring  to  page  18  of  the  report, 
under  the  heading  “Direct  loans.”  That 
means  paper  for  direct  loans  made,  and 
the  amount  is  $1,999  million.  This  is 
no  inconsiderable  amount,  considering 
the  fact  that  in  recent  years,  we  have  not 
only  entered  into  new  programs,  but  also 
have  given  this  agency  insurance  power. 
The  Fanners  Home  Administration  pro¬ 
gram  has  already  been  granted  guar¬ 
anteed  and  insured  loans  in  the  amount 
of  $727  million,  which  would  indicate  that 
the  Farmers  Home  Administration  has 
not  been  at  a  loss  for  ways  in  which  to 
make  good  loans.  It  should  not  be  at  a 
loss  to  do  so,  but  we  want  Congress  to 
have  some  continuing  control  over  the 
new  programs.  This  same  activity  is 
now  asking  for  greatly  expanded  lending 
power  as  to  where  the  loans  can  be  made. 
This  has  been  brought  out  in  the  course 
of  recent  hearings  before  the  subcom¬ 
mittee  of  which  I  have  the  honor  to  be 
chairman,  and  of  which  the  Senator 
from  North  Dakota  [Mr.  Young]  serves 
as  ranking  minority  member. 

We  know  this  is  the  situation.  My 
feeling  is  it  is  unwise  to  include  approx¬ 
imately  $2  billion  of  securities  now  al¬ 
ready  made  within  the  scope  of  the  bill. 

I  hope  the  Senator  will  be  willing  to 
do  one  of  two  things:  either  to  remove 
this  particular  agency  from  the  list  of 
those  included — he  has  apparently  omit¬ 
ted  40  agencies  already — or  else  let  this 
matter  go  over  until  tomorrow  morning, 
so  I  can  show  the  Senate  some  of  the 
facts  and  figures  relative  to  the  Farmers 
Home  Administration. 

Mr.  YOUNG  of  North  Dakota.  Ma¬ 
dam  President,  will  the  Senator  yield? 

Mr.  HOLLAND.  In  closing,  if  any¬ 
body  has  been  kind  to  any  agency,  it  has 
been  the  Farmers  Home  Administration. 
They  were  brought  into  numerous  new 
fields,  such  as  housing  for  the  elderly, 
increased  housing  for  rural  people, 
whether  they  were  farmers  or  not;  and 
financing  all  activities,  bringing  recrea¬ 
tional  activities  in  the  country  areas,  and 
these  that  I  mentioned  a  while  ago,  put¬ 
ting  in  water  plants  and  similar  systems 
in  connection  with  activities  that  have 
no  relationship  whatever  to  agriculture, 
but  simply  happen  to  be  either  in  the 
country  or  towns  up  to  5,500  in  popula¬ 
tion. 

Mr.  YOUNG  of  North  Dakota.  Ma¬ 
dam  President,  will  the  Senator  yield? 

Mr.  HOLLAND.  I  yield. 

Mr.  YOUNG  of  North  Dakota.  This 
would  include  housing  in  all  towns  and 
cities  up  to  5,500  population.  It  would 
include  direct  loans  and  insured  loans. 
It  seems  to  me  that  this  is  going  a  long 
way  in  the  field  of  agriculture. 

When  we  only  represent  7  percent  of 
our  total  population,  I  suppose  we  do 
not  count  any  more,  especially  in  a  day 
when  agriculture  is  condemned  by  top 
people  in  the  administration  for  provid¬ 
ing  food  and  fiber  at  prices  as  low  or 
lower  than  we  did  20  years  ago.  This  at 
a  time  when  the  costs  of  farm  operations 
have  increased  sharply  year  after  year 
with  no  end  in  sight. 

Mr.  HOLLAND.  I  thank  the  distin¬ 
guished  Senator  from  North  Dakota. 

I  have  spoken  unduly  long  on  this 
matter  but  I  feel  keenly  about  it. 
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I  have  supported  very  strongly  the 
Farmers  Home  Administration  and  I 
remember  other  Senators  have  also  on 
this  floor.  We  have  liberalized  three 
times  under  my  chairmanship  the  ac¬ 
tivities  of  this  program.  It  is  well  rec¬ 
ognized  we  have  tried  to  help  legitimate 
country  people  in  many  ways. 

I  did  not  support  one  or  two  of  these 
latest  ventures  because  I  thought  they 
were  getting  so  far  away  from  any  rela¬ 
tion  to  agriculture  or  agricultural  activ¬ 
ities.  But  I  have  supported  everything 
else  in  the  scope  of  the  activities  of  this 
committee.  I  have  supported  it  year 
after  year  and  our  committee  recom¬ 
mended  that  we  increase  the  figures  rec¬ 
ommended  in  the  other  body  so  that 
they  could  reach  other  people. 

But  when  it  comes  to  turning  over  this 
entire  field  of  securities  regardless  of 
where  they  came  from,  the  Senator  from 
Florida  would  not  want  to  see  that  done. 
Rather  than  have  it  done  he  would  want 
it  carried  over  until  tomorrow  morning 
so  we  can  get  more  factual  information 
as  to  what  is  involved  in  connection 
with  this  activity. 

I  thank  the  Senator  for  his  courteous 
answers  to  the  points  that  I  raise. 

I  wish  I  could  agree  wholeheartedly 
with  him.  I  might  say  if  he  limited  his 
request  to  those  activities  of  the  Farm¬ 
ers  Home  Administration  in  the  field  of 
long  tradition  I  would  have  little  objec¬ 
tion.  But  when  he  makes  one  request 
covering  all  of  their  activities,  including 
these  expanded,  highly  liberal,  and 
heretofore  untried  fields  of  activity,  it 
goes  a  long  way  from  any  legitimate  in¬ 
terest  of  agriculture.  I  cannot  stay  with 
him  on  that  at  all. 

I  thank  the  Senator. 

Mr.  COOPER.  Madam  President,  may 
I  ask  one  question? 

Mr.  MUSKIE.  May  I  respond  to  the 
Senator  from  Florida? 

Mr.  COOPER.  My  comment  would 
probably  take  care  of  it. 

I  notice  one  of  the  amendments  of¬ 
fered  would  reduce  the  number  of  agen¬ 
cies  to  six  or  eight. 

Mr.  MUSKIE.  Six  agencies. 

Mr.  COOPER.  The  bill  would  include 
six  agencies.  I  ask  this  question. 

If  participation  certificates  were  sold 
in  the  FHA  or  any  of  those  agencies, 
could  the  proceeds  of  those  participation 
certificates  be  transferred  between  the 
six  agencies  or  would  they  be  required 
to  use  them  in  the  agency  which  issued 
the  obligation? 

Mr.  MUSKIE.  The  proceeds  would  go 
back  to  the  lending  agency  which  owned 
the  loan  in  the  first  place. 

Mr.  HOLLAND.  I  understood  that  was 
the  case.  That  was  not  my  point  at  all. 
My  point  was  between  the  various  ac¬ 
tivities  carried  on  within  the  particular 
agencies.  Apparently  there  is  no  differ¬ 
entiation  between  them.  I  have  distinct 
reservations  about  some  of  the  new  ac¬ 
tivities  carried  on  by  the  Farmers  Home 
Administration. 

We  were  told  a  few  days  ago  that  ap¬ 
plications  had  been  filed  in  connection 
with  some  of  these  newer  activities  run¬ 
ning  up  to  about  four  times  the  appro¬ 
priation  of  last  year.  I  will  get  these 
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figures  in  detail  for  tomorrow  morning, 
if  necessary. 

It  seems  to  me  we  are  going  very  far 
afield  trying  to  meet  every  need  arising 
from  some  legitimate  development. 
There  are  needs  in  towns  of  up  to  5,500 
population.  I  admit  that.  There  are 
needs  of  people  who  want  to  establish  a 
golf  course  or  yacht  club.  In  the  case  of 
a  little  community  in  Destin,  Fla.,  which 
is  sandy,  but  quite  attractive — and  where 
I  go  to  fish  every  chance  I  get — there  are 
only  a  few  trees  that  can  be  grown  in 
that  area,  much  less  agricultural  crops. 
And  yet  that  is  one  of  the  places  marked 
for  deferral  of  our  loan  to  accomplish 
some  of  these  highly  desirable  new  com¬ 
munity  developments,  having  no  relation 
whatever  to  agriculture.  It  is  located  on 
Choctawhatchee  Bay,  removed  4  or  5 
miles  from  the  mainland,  where  nothing 
but  a  few  hardy  trees  could  grow. 

Things  have  gone  so  far  afield  from 
the  original  purpose  of  FHA.  I  pro¬ 
tested  them.  My  committees  have  au¬ 
thorized  some  of  the  enlarged  activities 
and  I  stood  by  the  committee  because  I 
thought  the  majority  had  some  mean¬ 
ing.  I  know  every  member  of  the  com¬ 
mittee — because  I  talked  to  them  sooner 
or  later — had  misgivings  about  these  new 
programs. 

One  of  the  things  proposed  was 
putting  in  a  water  system  in  a  commu¬ 
nity  for  elderly  people.  This  has  no  more 
relationship  to  agriculture  than  the  Sen¬ 
ate  does  to  the  production  of  wheat  in 
the  State  of  North  Dakota,  which  is  so 
ably  represented  by  the  distinguished 
Senator  from  North  Dakota. 

And  yet,  they  were  going  in  these  proj¬ 
ects  and  putting  in  facilities  because 
those  people  who  went  in  these  new  areas 
and  bought  lots  might  find  it  difficult  to 
establish  a  basis  for  credit  unless  we  take 
care  of  them. 

That  is  the  situation  that  prevails  be¬ 
cause  of  this  new  activity.  I  hope  that 
we  can  limit  anything  we  do  by  way  of 
refinancing  to  the  Farmers  Home  Ad¬ 
ministration. 

I  hope  we  can  limit  it  to  proven  fields 
which  benefit  the  farmer  such  as  tenants, 
small  farmers,  and  people  who  wanted 
to  rebuild  their  homes,  or  a  bam  that 
has  been  burned. 

I  do  not  believe  that  we  ought  to  let 
them  refinance  and  refinance. 

Mr.  YOUNG  of  North  Dakota.  I  am 
sure  the  Senator  is  concerned  over  bring¬ 
ing  up  all  of  these  programs  under  the 
agriculture  budget,  which  totals  some 
$7  billion,  over  one-half  of  it  having 
little  relationship  to  agriculture,  and 
through  this  means  safeguard  the  re¬ 
financing  of  a  considerable  part  of  its 
lending  activities. 

It  looks  like  we  are  not  to  be  consulted 
as  to  how  programs  are  to  be  financed  in 
the  future. 

Mr.  MUSKIE.  Madam  President, 
will  the  Senator  yield? 

Mr.  HOLLAND.  I  yield. 

Mr.  MUSKIE.  I  would  be  happy  to  an¬ 
swer  the  question  of  the  Senator  from 
North  Dakota,  if  he  will  let  me  do  it. 

Talking  about  golf  course  loans,  let  me 
say  to  the  Senator  from  Florida  that 
under  this  bill  as  written,  if  passed,  be¬ 
fore  any  program  involving  golf  course 


loans  can  be  financed,  this  legislation 
comes  before  the  Senate  Appropriations 
Committee  and  it  cannot  be  implemented 
under  this  program  unless  the  Senate 
Appropriations  Committee  specifically 
authorizes  such  a  program.  This  is  what 
the  legislation  provides. 

This  bill  does  not  give  anybody  the 
right  to  take  the  securities  into  the  open 
market,  behind  the  back  of  Congress, 
and  to  pyramid  in  an  unhealthy  amount 
the  authorization  for  the  program.  The 
Senator  from  Florida  would  have  spe¬ 
cific  supervision  over  the  financing  of 
programs  involving  the  golf  course  loans 
or  any  of  the  others  that  he  does  not 
like.  That  is  the  purpose  of  the  amend¬ 
ment — to  give  the  Senator  control.  A 
blank  check  is  not  given  to  anybody 
under  the  provision  of  this  bill;  none 
whatsoever. 

I  understand  the  concern  of  the  Sen¬ 
ator.  The  fields  he  mentioned  are  ex¬ 
perimental  fields,  which  are  to  be  entered 
into  carefully,  which  are  to  be  supervised 
carefully  by  Congress,  and  which  ought 
not  to  be  expanded  undesirably  or  un¬ 
wisely. 

I  agree  with  the  Senator  on  this  point. 
But  the  bill  gives  the  Senator  that  con¬ 
trol.  The  administration  cannot  pool  a 
single  golf  course  loan  for  participation 
sales  without  the  specific  authorization 
and  the  specific  legislation  approved  by 
the  Agriculture  Committees  of  both 
Houses  of  Congress. 

Mr.  HOLLAND.  I  believe  that  this 
type  of  legislation  ought  to  be  considered 
by  the  committees  that  are  well  ac¬ 
quainted  with  the  subject. 

When  the  Farmers  Home  Administra¬ 
tion  loan  was  set  up  with  a  revolving 
fund,  they  came  before  our  committee. 
We  considered  the  proposal  very  care¬ 
fully,  and  we  gave  that  administration 
the  right,  under  specific  limitations,  to 
set  up  the  fund.  Perhaps  it  was  unwise, 
but  we  set  it  up,  it  is  working,  and  I  be¬ 
lieve  it  is  working  reasonably  well.  But 
to  have  this  kind  of  proposal  for  hypoth¬ 
ecating  securities  from  every  source  of 
activity,  to  bring  in  that  money,  and  then 
to  use  it  again  in  something  I  do  not  see 
at  all. 

I  hope  the  Senator  from  Maine, 
through  the  action  of  one  committee, 
will  not  attempt  to  override  or  bypass  or 
ignore  the  jurisdiction  of  another  group 
of  committees. 

I  do  not  have  the  honor  to  be  a  member 
of  the  Committee  on  Banking  and  Cur¬ 
rency,  but  I  do  have  the  honor  and  re¬ 
sponsibility  to  be  a  member  of  the  Com¬ 
mittee  on  Agriculture  and  Forestry,  the 
legislative  committee.  I  am  the  second- 
ranking  member  of  that  committee  and 
the  chairman  of  its  most  important  sub¬ 
committee.  I  have  the  honor  of  being  a 
member  of  the  Committee  on  Appropria¬ 
tions  and  of  being  chairman  of  the  sub¬ 
committee  that  deals  with  agriculture 
and  related  appropriations. 

I  am  sure  that  every  Senator  serving 
on  those  two  committees  will  bear  out 
my  statement  that  I  have  been  highly 
friendly  to  the  Farmers  Home  Adminis¬ 
tration  in  almost  every  particular  and 
have  built  it  up  very  largely — perhaps  too 
largely — from  the  small  basis  on  which  it 
operated  at  the  time  that  I  came  into 
these  two  positions  of  responsibility. 


I  think  it  is  a  wrong  approach  to  this 
situation  to  allow  a  committee  which  has 
no  knowledge  at  all  of  the  methods  of 
operation  of  an  agency,  with  all  its  far- 
flung  branches,  responsibilities,  and  fields 
of  action,  to  make  the  determination 
with  reference  to  the  hypothecation  of 
all  its  paper  and  move  ahead  with  its 
business  in  an  unrestrained  way.  We 
should  have  an  opportunity  to  examine 
the  proposed  legislation  and  to  examine 
the  testimony  that  we  have  just  com¬ 
pleted  taking,  to  see  just  what  is  being 
requested  now.  We  largely  increased 
their  insurance  power  just  last  year. 

Mr.  MUSKIE.  The  proposed  legisla¬ 
tion  does  not  affect  that. 

Mr.  HOLLAND.  It  does  not  affect  it, 
but  the  reason  I  make  that  statement  is 
that  there  is  a  very  large  field  to  serv¬ 
ice.  Demands  are  made  on  them.  Con¬ 
gress  set  up  their  revolving  fund,  and 
they  have  that  to  draw  upon.  We  have 
increased  their  appropriation  in  every 
respect  but  one  or  two,  with  my  full  con¬ 
sent,  approval,  and  recommendation. 

But  to  pass  the  proposed  legislation, 
without  knowledge  on  the  part  of  any¬ 
one  who  is  familiar  with  this  operation 
and  the  way  in  which  the  agency  serves 
so  many  different  activities — some  of 
them  having  no  relation  whatsoever  to 
agriculture — I  believe  is  wrong.  When  I 
compare  it  with  other  activities  that  are 
listed  here,  I  see  a  great  basis  for  dif¬ 
ference. 

Mr.  MUSKIE.  Madam  President,  will 
the  Senator  yield? 

The  PRESIDING  OFFICER  (Mrs. 
Neuberger  in  the  chair) .  Does  the  Sena¬ 
tor  from  Florida  yield  to  the  Senator 
from  Maine? 

Mr.  HOLLAND.  I  am  glad  to  yield. 

Mr.  MUSKIE.  The  Senator  has  made 
his  point,  and  has  made  it  clearly,  as  to 
anything  that  would  be  done,  or  any 
action  that  would  be  taken,  under  the 
bill  if  enacted. 

The  specific  limits  which,  as  I  under¬ 
stand,  apply  to  all  types  of  Farmers 
Home  Administration  loans  would  be 
absolute  limits  which  could  not  be  en¬ 
larged  upon  by  the  bill,  nor  could  the 
administration  recommend  its  enlarge¬ 
ment.  The  limits  are  established  by  the 
committee  and  by  Congress  and  cannot 
be  expanded.  All  that  can  be  loaned  in 
the  programs  which  concern  the  Senator 
from  Florida  are  the  specific  amounts 
authorized  by  Congress  on  legislation 
introduced  into  Congress  and  referred  to 
the  Senator’s  committee,  wholly  inde¬ 
pendent  of  this  action. 

It  is  apparent  that  I  have  failed  to  ex¬ 
plain  the  bill  as  clearly  as  it  should  be 
explained.  All  I  can  say  in  summing  up 
my  response  to  the  Senator  from  Florida 
is  that  the  fears  he  has  expressed — and 
I  certainly  sympathize  with  the  reasons 
that  prompted  him  to  express  them — 
are  in  no  way  supported  by  anything 
that  is  in  the  bill,  as  I  understand  it,  and 
I  say  that  to  him  in  all  honesty. 

Mr.  WILLIAMS  of  Delaware.  Madam 
President,  will  the  Senator  yield? 

Mr.  MUSKIE.  I  understand  the  con¬ 
cern  of  the  Senator  from  Florida  that 
all  bills  that  affect  his  committee  do  not 
necessarily  come  to  him.  I  see  proposed 
legislation  all  the  time  that  goes  to 
other  committees  of  the  Senate  and  in 
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which  committees  of  which  I  am  a 
member  have  some  interest.  Fifty-one 
programs  are  included  in  this  bill.  Is 
the  Senator  suggesting  that  committees 
having  jui'isdiction  over  each  of  those 
programs  should  separately  conduct 
hearings  on  legislation  of  this  kind  be¬ 
fore  the  Senate  can  act? 

The  administrative  agencies  have 
taken  every  step  possible,  well  in  ad¬ 
vance,  to  inform  Senators  with  special 
interests  about  the  provisions  of  the 
bill. 

The  safeguards  are  here.  The  Senator 
from  Florida  ought  to  be  reassured  by 
the  safeguards  that  are  here.  This  mat¬ 
ter  is  in  the  palm  of  his  hand,  as  a  mem¬ 
ber  of  the  Committee  on  Agriculture 
and  Forestry. 

There  is  nothing  I  could  do,  if  the  bill 
is  passed,  that  would  divert  any  of  these 
programs  from  the  attention  of  the 
Senator  from  Florida.  These  is  nothing 
in  this  proposed  legislation  that  would 
give  the  President  such  power.  The 
Senator  from  Florida  would  have  the 
first  look  and  the  last  look  at  legislation 
that  would  be  proposed  to  implement 
this  authorization,  if  it  is  enacted. 

Five  amendments  are  pending  before 
us  en  bloc.  These  amendments  would 
not  affect  the  question  proposed  by  the 
Senator  from  Florida.  The  Senator 
from  Delaware  wishes  to  ask  some  ques¬ 
tions  about  the  amendments. 

If  we  could  dispose  of  the  five  amend¬ 
ments  and  the  discussion  in  which  the 
Senator  from  Delaware  wants  to  engage, 
perhaps  by  the  time  we  are  through  with 
that  the  Senator  from  Florida  in  one  way 
or  the  other  might  have  received  enough 
information  so  that  he  would  be  reas¬ 
sured  as  to  the  point  he  has  raised. 

Would  it  meet  with  the  approval  of  the 
Senator  from  Florida  if  we  were  to  turn 
now  to  a  discussion  of  the  five  amend¬ 
ments  so  that  I  might  engage  in  a  dis¬ 
cussion  with  the  Senator  from  Delaware 
and  perhaps  dispose  of  the  amendments? 

Mr.  HOLLAND.  Madam  President,  I 
am  willing  to  turn  to  any  business  which 
the  distinguished  Senator  in  charge  of 
the  bill  wishes  to  bring  up.  However,  I 
shall  strenuously  object  to  any  vote  on 
the  bill  tonight.  I  serve  notice  of  that 
because  I  do  not  understand  at  all  that 
it  would  encompass  the  limited  field  that 
the  distinguished  Senator  believes.  I 
do  not  understand  that  this  has  been 
referred  to  people  who  know  about  the 
Farmers  Home  Administration.  If  it 
had  been  referred  to  anybody,  it  should 
have  reached  me,  as  one.  I  am  not  hurt 
by  the  fact  that  I  was  not  reached. 
Others  could  have  been  reached  on  the 
matter.  However,  apparently  it  has  not 
been  referred  to  anybody,  either  on  the 
majority  or  minority  side,  on  the  Senate 
subcommittee  that  handles  agricultural 
appropriations. 

Madam  President,  to  make  my  point 
abundantly  clear — and  I  am  afraid  that 
my  distinguished  friend  has  missed  my 
point,  instead  of  my  missing  his — there 
are  several  agencies  listed  here  which  we 
would  need  to  include  within  the  pur¬ 
view  of  the  bill,  which  do  a  simple  busi¬ 
ness  compared  to  that  done  by  the  Farm¬ 
ers  Home  Administration.  For  exam¬ 
ple,  there  is  the  Veterans’  Administra¬ 


tion,  which  makes  housing  loans  and 
other  types  of  loans.  However,  the  loans 
are  all  to  veterans  and  are  all  within  a 
very  circumscribed  field,  whereas  the 
Fanners  Home  Administration  is  not 
proscribed  in  its  lending  to  agricultural 
people  or  objectives  at  all.  It  has  a  very 
broad  field  of  operations.  Some  of  its 
operations  are  frankly  on  an  experi¬ 
mental  basis  now,  as  has  already  been 
stated  by  my  distinguished  friend,  the 
Senator  from  Maine. 

While  the  Senator  from  Florida  is  per¬ 
fectly  willing  to  proceed  with  the  matter 
and  go  ahead  in  any  manner  suggested 
or  directed  by  the  Senator  in  charge  of 
the  bill — who  is  amply  able  to  say  where 
he  wishes  the  discussion  to  go — the  Sen¬ 
ator  from  Florida  would  still  oppose  any 
action  on  the  bill  until  he  has  had  a 
chance  to  look  further  into  the  matter. 

I  hope  that  no  move  will  be  made  to  go 
further  than  to  make  a  statement  on  it. 

Madam  President,  I  yield  the  floor. 

Mr.  MUSKIE.  Madam  President,  I 
state  to  the  Senator  from  Florida  that  it 
is  my  intent  to  undertake  to  get  a  vote 
on  the  five  amendments  which  are  now 
pending,  which  vote  I  expect  to  be  a 
voice  vote,  unless  the  Senator  objects, 
after  we  have  completed  our  discussion. 
It  will  not  be  a  vote  on  final  passage.  It 
will  be  a  vote  on  the  five  amendments. 

Mr.  HOLLAND.  Madam  President,  I 
reserve  the  right  to  ask  for  a  five  quorum 
when  we  have  had  a  discussion  on  the 
first  amendment. 

Mr.  WILLIAMS  of  Delaware.  Madam 
President,  will  the  Senator  yield? 

Mr.  MUSKIE.  I  yield. 

Mr.  WILLIAMS  of  Delaware.  Madam 
President,  I  think  I  understand  what  the 
amendments  would  accomplish,  but  I 
want  to  get  it  clear  in  the  Record. 

The  bill,  as  reported  by  the  committee, 
provided  for  the  authority  to  sell  approx¬ 
imately  $33  billion  worth  of  securities. 
It  is  my  understanding  that  the  amend¬ 
ments  now  being  offered  would  eliminate 
from  the  bill  the  following  programs,  and 
I  should  like  to  enumerate  them  if  the 
Senator  will  follow  me  and  see  if  I  am 
correct.  Commodity  Credit  Corporation 
under  the  bill  has  $2,115  million  of  secu¬ 
rities  which  could  be  sold.  That  amount 
would  be  eliminated  if  the  amendments 
are  agreed  to. 

Mr.  MUSKIE.  The  Senator  is  correct. 

Mr.  WILLIAMS  of  Delaware.  REA 
has  $4,072  million  in  securities  which 
could  be  sold  under  the  pending  bill. 
However,  agreement  to  the  amendments 
would  eliminate  those. 

Mr.  MUSKIE.  The  Senator  is  correct. 

Mr.  WILLIAMS  of  Delaware.  Under 
the  State  Department,  AID,  there  is  an 
item  of  $8,907  million  worth  of  securities 
that  could  be  sold  under  the  authority  of 
the  bill.  Agreement  to  these  amend¬ 
ments  would  eliminate  that  authority. 

Mr,  MUSKIE.  The  Senator  is  correct. 

Mr.  WILLIAMS  of  Delaware.  There 
is  an  item  under  Treasury  Department, 
“Foreign  loans,”  $3,763  million,  which  in¬ 
cludes  the  British  war  debt  and  others. 
Do  I  understand  that  agreement  to  the 
amendments  would  eliminate  those  from 
being  sold? 

Mr.  MUSKIE.  The  Senator  is  correct. 

Mr.  WILLIAMS  of  Delaware.  College 


housing  has  listed  under  the  bill  $1,927 
million  in  notes.  Could  these  be  sold  if 
these  amendments  are  adopted?  Would 
that  amount  be  eliminated  by  agreement 
to  these  amendments? 

Mr.  MUSKIE.  The  college  housing 
loan  is  $2,170  million. 

Mr.  WILLIAMS  of  Delaware.  I  have 
it  listed  as  $1,927  million. 

Mr.  BENNETT.  The  Senator  from 
Maine  gave  the  Senator  from  Utah  a 
listing  of  loans  under  HEW. 

Mr.  MUSKIE.  College  housing  is 
under  HUD. 

Mr.  BENNETT.  Is  it  Federal  National 
Mortgage  Association,  or  is  it  HUD,  in¬ 
cluding  FNMA? 

Mr.  MUSKIE.  It  is  this  list  here 
which  I  shall  have  printed  in  the  Record 
later. 

Mr.  WILLIAMS  of  Delaware.  Do  I 
understand  that  college  housing  would 
not  be  eliminated  by  agreement  to  these 
amendments? 

Mr.  MUSKIE.  That  would  be  in¬ 
cluded  under  the  program.  Would  it  be 
helpful  if  I  were  to  read  the  loans  in¬ 
cluded  in  the  amendment,  or  would  the 
Senator  prefer  to  proceed  in  his  own 
way? 

Mr.  WILLIAMS  of  Delaware.  I  am 
trying  to  cover  this  list.  The  Depart¬ 
ment  of  Commerce  has  two  items,  $126 
million  and  $109  million.  The  Defense 
Department  has  $79  million  listed.  Do  I 
understand  correctly  that  all  three  of 
those  items  would  be  eliminated? 

Mr.  MUSKIE.  The  Senator  is  cor¬ 
rect. 

Mr.  WILLIAMS  of  Delaware.  Would 
the  $139  million  in  loans  to  District  of 
Columbia  be  eliminated? 

Mr.  MUSKIE.  The  Senator  is  correct. 

Mr.  WILLIAMS  of  Delaware.  I  shall 
now  recapitulate  these  items  to  be  elimi¬ 
nated  from  the  bill.  That  is  $2,115  mil¬ 
lion,  Commodity  Credit  Corporation; 
$4,072  million,  REA;  $8,997  million,  AID, 
the  State  Department;  $3,763  million, 
Foreign  Loans,  under  Treasury  Depart¬ 
ment;  $126  million  and  $109  million, 
under  the  Department  of  Comerce;  $79 
million  under  the  Defense  Department; 
and  $139  million  under  loans  to  District 
of  Columbia.  Would  all  of  those 
amounts  be  eliminated  if  the  amend¬ 
ments  were  agreed  to? 

Mr.  MUSKIE.  The  Senator  is  correct. 
I  think  we  have  mutually  identified  the 
pograms  that  the  Senator  is  discussing, 
and,  to  the  best  of  my  knowledge,  they 
would  be  eliminated. 

I  believe  it  would  be  helpful  to  list  those 
programs  that  are  covered. 

Mr.  WILLIAMS  of  Delaware.  That 
would  be  of  assistance.  There  were  a  few 
others  such  as  the  OEO,  $17  million,  and 
other  miscellaneous  items  that  I  did  not 
enumerate,  all  of  which  will  be  elimi¬ 
nated.  However,  it  is  my  understanding 
that  the  total  is  approximately  $21,500 
million  to  $22  billion  that  would  be  elimi¬ 
nated  by  agreement  to  these  amend¬ 
ments,  and  that  would  leave  a  little  less 
than  $11  billion  in  the  bill  if  the  amend¬ 
ment  were  agreed  to.  Am  I  correct  on 
that  point 

Mr.  MUSKIE.  The  Senator  is  correct. 

Madam  President,  I  ask  unanimous 
consent  that  there  be  printed  at  this 
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point  in  the  Record  a  tabulation  of  the 
loans  and  other  financial  assets  owned  by 
Federal  agencies  which  would  be  covered 
by  the  bill  if  amended  by  the  pending 
amendment. 

There  being  no  objection,  the  tabula¬ 
tion  was  ordered  to  be  printed  in  the 
Record,  as  follows: 

Outstanding  loans  and  other  financial  assets 
owned  by  Federal  agencies  for  which  par¬ 
ticipation  sales  would  be  authorized  by 
sec.  2  of  S.  3283 — Estimates  as  of  June 


30,  1966 

[In  millions  of  dollars] 

Agency  and  program: 

Department  of  Agriculture:  Farm¬ 
ers  Home  Administration -  2,  054 

Department  of  Health,  Education, 
and  Welfare:  Office  of  Educa¬ 
tion — Academic  facility  loans —  66 

Department  of  Housing  and  Urban 
Development:  Federal  National 

Mortgage  Association _  1,  427 

Federal  Housing  Administration.  490 

College  housing  loans -  2, 170 

Public  facility  loans -  206 

Public  housing  loans -  1  59 

Housing  for  elderly  or  handi¬ 
capped  loans -  1 151 

Urban  renewal  loans -  *214 

Public  works  planning  advances.  2  63 
Veterans’  Administration: 

Direct  loans — i. _  498 

Vendee  loans _  370 

Small  Business  Administration _  1, 072 

Export-Import  Bank  of  Washing¬ 
ton _  2, 091 


Total _ 10,971 


1  Limited  future  sales  or  private  refinanc¬ 
ing  of  some  of  these  loans  may  prove  feas¬ 
ible  (but  will  probably  require  (a)  larger 
discounts  or  supplementary  payments  than 
previously  planned,  (b)  removal  of  statutory 
prohibitions  on  sales,  or  (c)  volume  sufficient 
to  warrant  sales  effort) . 

2  No  feasible  method  of  making  sales  of 
these  advances  is  now  apparent  (because  re¬ 
payment  is  contingent  on  actual  construc¬ 
tion  of  the  project) . 

Mr.  WILLIAMS  of  Delaware.  I 
thank  the  Senator.  I  think  our  tabu¬ 
lation  is  in  agreement.  I  had  not  men¬ 
tioned  Department  of  the  Interior  re¬ 
clamation  loans  of  $90  million,  which 
were  eliminated.  I  merely  wished  to 
get  the  record  straight,  so  that  we 
would  understand  just  what  we  have 
taken  out  of  the  bill  and  what  we  have 
left  in. 

To  summarize  it  again,  by  accepting 
these  amendments  we  will  have  re¬ 
duced  the  total  authority  under  this 
bill  to  sell  Government  assets  from  about 
$33  billion  to  between  $10  V2  billion  and 
$11  billion. 

I  thank  the  Senator  from  Maine  for 
his  cooperation.  This  is  a  major  step 
in  the  right  direction.  I  personally  re¬ 
gret  we  cannot  go  further,  because  I  still 
think  this  is  a  bad  principle  in  financing. 
It  is  far  more  expensive  to  the  taxpayer 
and  does  not  give  the  American  people 
the  true  picture  as  to  the  exact  deficit; 
because,  to  the  extent  that  even  this  $10 
billion  is  sold,  it  will  have  the  effect  of 
reducing  the  national  debt  by  that  much, 
and  it  will  also  have  the  effect  of  reduc¬ 
ing  the  reported  expenditures.  This  is 
misleading  the  taxpayers  as  to  the  true 
expenditures. 

For  those  reasons,  I  shall  not  support 
final  passage  of  the  bill.  As  I  stated  be¬ 
fore,  I  opposed  this  legislation  in  prin¬ 


ciple  when  it  was  first  proposed  in  1959, 
and  I  oppose  it  today  for  the  same  rea¬ 
son.  What  is  greatly  needed  in  this 
country  is  more  truth  in  Government, 
giving  the  American  people  the  real 
truth  as  to  the  cost  of  their  Govern¬ 
ment’s  operations. 

I  will  not  be  a  party  of  such  deception 
as  this  bill  proposes. 

However,  we  have  made  progress  by 
eliminating  at  least  two-thirds  of  the 
original  intended  coverage  of  the  bill; 
and  for  his  cooperation  in  achieving  that 
much,  I  again  thank  the  Senator  from 
Maine. 

In  this  connection,  Madam  President, 

I  ask  unanimous  consent  that  there  be 
printed  at  this  point  in  the  Record  an 
article  appearing  in  the  Washington 
Star,  describing  the  recent  sale  of  FNMA 
offerings,  entitled  “Record  Interest  Set 
for  FNMA  Offering,”  which  points  up 
rather  dramatically  the  additional  inter¬ 
est  which  this  type  financing  will  cost. 

There  being  no  objection,  the  article 
was  ordered  to  be  printed  in  the  Record, 
as  follows: 

Record  Interest  Set  for  FNMA  Offering 

Federal  National  Mortgage  Association  to¬ 
day  offered  $250  million  of  14-month,  5.3-per¬ 
cent  secondary  market  operations  debentures 
at  992%2  to  yield  5.38  percent,  highest  yield 
in  FNMA’s  history. 

The  issue  will  be  dated  March  10  and  ma¬ 
ture  on  May  10,  1967,  and  will  be  issued  in 
coupon  form  only,  in  denominations  of 
$1,000,  $5,000,  $10,000,  $50,000,  and  $100,000. 

Proceeds  will  be  used  to  redeem  $107,850,- 
000  of  3 V£ -year,  3.75-percent  debentures  ma¬ 
turing  March  10,  1966,  and  to  repay  borrow¬ 
ings  from  the  Treasury  for  secondary  market 
operations. 

The  yield  on  today’s  offering  is  the  highest 
borrowing  cost  in  FNMA’s  history.  The  pre¬ 
vious  high  of  5.35  percent  was  set  in  Decem¬ 
ber  1959.  The  agency  marketed  $150  million 
of  1-year,  5-percent  secondary  market  opera¬ 
tions  debentures  last  January  25. 

Mr.  WILLIAMS  of  Delaware.  I  also 
ask  unanimous  consent  to  have  printed 
in  the  Record  at  this  point  an  article 
appearing  in  the  Washington  Star  of 
May  2,  1968,  written  by  Mr.  Eliot  Jane¬ 
way,  entitled  “Johnson  Resourceful  in 
Tax  Alternative.” 

There  being  no  objection,  the  article 
was  ordered  to  be  printed  in  the  Record, 
as  follows: 

Johnson  Resourceful  in  Tax  Alternative 
(By  Eliot  Janeway) 

New  York. — Whatever  President  Johnson’s 
critics  may  fault  him  for  they  can’t  deny 
that  he  is  resourceful.  Certainly,  the  gim¬ 
mick  he’s  relying  on  as  an  alternative  to 
higher  taxes  is  an  artful  one.  It  calls  for  the 
sale  of  Government  assets  to  private  in¬ 
vestors. 

What  puts  the  authentic  L.B.J.  stamp  on 
this  maneuver  is  that  it  gets  the  President  off 
the  horns  of  the  trilemma  confronting  him. 
Horn  No.  1  is  fiscal:  the  rising  cost  of  the 
Vietnam  war  has  run  the  Government  out  of 
money,  and  it  needs  more  than  even  the 
boom  is  bringing  in  at  current  tax  rates. 

Horn  No.  2  is  political.  The  rising  cost  of 
living  and  of  doing  business  has  alerted  con¬ 
sensus-taking  politicians  to  the  danger  of 
adding  the  higher  cost  of  Government  to  the 
burden  of  inflation-pinched  taxpayers.  AU 
hands  agree,  for  example,  that  Johnson’s  po¬ 
litical  losses  from  plumping  for  emergency 
war  taxes  would  erase  most  of  his  winnings 
from  civil  rights  and  related  victories.  The 
political  answer  to  the  fiscal  question  comes 


through  loud  and  clear:  If  the  administra¬ 
tion  needs  money  for  Vietnam,  any  way  to 
raise  it  is  smarter  and  safer  than  by  emer¬ 
gency  taxes. 

BORROWING  IS  PROHIBITIVE 

Horn  No.  3  is  prestigious:  The  rising  cost 
of  money  has  made  borrowing  prohibitive  for 
everybody — including  even  the  Government. 
To  finance  the  war  by  borrowing  would 
therefore  be  bad  business,  but  it  would  also 
be  bad  public  relations. 

For  Johnson  has  been  building  his  image 
of  prudent  progressivism  by  pointing  with 
pride  to  his  modest  budgetary  deficits  and  by 
contrasting  them  with  the  Eisenhower  and 
Kennedy  deficits,  which  mushroomed  into 
$12-billion  failures  of  political  finance. 
Neither  the  Eisenhower  image  nor  the  Ken¬ 
nedy  image  led  the  public  to  expect  business 
management  from  either  personality,  and  the 
temper  of  the  times  did  not  particularly  re¬ 
quire  it. 

But  the  public  does  expect  Johnson  to  pass 
the  pragmatic  test  and  so  does  the  emergency 
that  had  developed  in  Vietnam.  A  "John¬ 
son  deficit”  in  wartime  of  the  proportions  of 
the  peak  peacetime  Eisenhower  and  Ken¬ 
nedy  deficits  would  look  bad,  and  it  would 
be  bad. 

NEW  triple  play 

Hence  L.B.J. ’s  shrewd  new  asset-selling 
triple  play.  It  will  get  him  off  the  hook 
fiscally  by  flooding  the  treasury  with  a  big¬ 
ger  cash  windfall  than  a  preliminary  war 
tax  would  have  brought  in.  It  will  get  him 
off  the  hook  politically  by  finding  the  money 
needed  for  Vietnam  without  taking  it  from 
the  taxpayers.  And  it  will  get  him  off  the 
hook  prestigiously  because  the  substitute  he 
has  hit  for  borrowing  his  selling,  which 
means  that  the  deficit  won’t  go  up  even 
though  billions  will  be  raised  without  raising 
taxes. 

Admittedly,  financial  purists  will  object 
that  cash  raised  by  the  selling  of  assets  is 
not  bona  fide  income  which  balances  expendi¬ 
tures  and  really  avoids  deficits.  But,  in 
terms  of  the  practicalities  of  political  image 
merchandising,  L.B.J.  has  pulled  off  another 
one  of  his  miracles.  He  can  continue  to 
point  with  pride  to  his  businesslike  manage¬ 
ment,  and  the  customers  won’t  start 
complaining. 

NOT  TO  JOHNSON 

At  least  to  him,  for  while  the  adminis¬ 
tration’s  new  asset-selling  device  does  get 
Johnson  out  of  his  immediate  fiscal  polit¬ 
ical  and  prestige  trilemma,  it  does  not  get 
the  economy  out  of  the  1966  money  squeeze. 
On  the  contrary,  the  administration’s  new 
money-raising  deal  will  give  the  screw  an¬ 
other  turn — in  fact,  the  cruelest  turn  yet. 

In  order  to  make  room  in  the  liquidity- 
parched  private  sector  for  the  billions  in 
Government  paper  the  administration  pro¬ 
poses  to  dump  on  the  money  market,  a  suit¬ 
able  incentive  will  have  to  be  provided.  This 
means  that  the  rate  of  return  on  Govern¬ 
ment-backed  investments  will  have  to  rise 
again — the  column  believes  to  above  6  per¬ 
cent  and,  quite  possibly,  to  6%  percent,  an 
interest-rate  level  which  Congress  would 
never  authorize  the  Government  to  pay  on 
new  issues.  A  6-  to  6  Vi -percent  rate  on  Gov¬ 
ernment  issues  is  a  peril  point  rate  for  the 
entire  economy,  beginning  with  the  already 
suspect  stock  market. 

Mr.  WILLIAMS  of  Delaware.  The 
Janeway  article  outlines  very  clearly  the 
reasons  why  this  proposal  was  made  in 
the  first  place,  and  points  out  the  danger 
which  can  result  from  its  adoption. 

Again  I  thank  the  Senator  from  Maine 
for  his  cooperation.  We  have  made 
progress  as  the  result  of  the  debate  of 
the  last  2  days.  I  only  wish  we  could 
have  convinced  the  administration  to  go 
the  whole  way,  and  defeat  the  measure 
entirely. 


9470 


CONGRESSIONAL  RECORD  —  SENATE 


Mr.  MUSKIE.  Madam  President,  I 
wish  to  touch  upon  the  questions  raised 
by  the  Senator  from  Florida  just  briefly. 
I  say  at  the  outset,  I  appreciate  the  con¬ 
structive  nature  of  most  of  the  discus¬ 
sion  this  afternoon.  On  occasion  there 
has  been  more  heat  than  light  on  both 
sides,  which  is  understandable  when  we 
are  dealing  with  a  controversial  question; 
but  I  think  there  is  sufficient  record  for 
Senators’  consideration  and  enlighten¬ 
ment,  and  I  am  grateful  for  the  cooper¬ 
ation  of  the  Senator  from  Utah  [Mr. 
Bennett  1  and  the  Senator  from  Dela¬ 
ware  [Mr.  Williams]. 

On  the  point  raised  by  the  Senator 
from  Utah,  I  think  it  will  be  very  useful 
for  Senators  reading  the  Record  tomor¬ 
row  to  refer  to  the  colloquy  between 
myself  and  the  Senator  from  Utah  earlier 
in  the  afternoon,  when  he  raised  the 
question  of  to  what  extent,  if  any,  the 
proceeds  of  the  sale  of  these  participa¬ 
tion  certificates  could  be  used  for  new 
loans.  I  shall  not  undertake  to  repeat 
that  colloquy,  which  was  lengthy,  but  it 
reflected  the  fact  that  we  have  a  diver¬ 
sity  of  programs  with  a  variety  of  basic 
statutory  authority,  which  precludes  a 
simple  “yes”  or  “no”  answer  to  that 
question. 

But  I  think  it  is  possible  to  give  a 
simple  “no”  answer  with  respect  to  the 
programs  of  the  Farmers  Home  Admin¬ 
istration,  because  a  “no”  answer  is  ap¬ 
plicable.  As  I  understand  those  pro¬ 
grams,  there  is  specific  ceiling,  or  a 
specific  authorization  each  year  for  each 
program  for  new  loans.  As  the  Senator 
from  Utah  will  recall  from  the  colloquy 
earlier  in  the  day,  it  is  my  understanding 
that  when  that  is  the  case,  the  proceeds 
of  the  sales  of  participation  certificates 
cannot  be  used  to  enlarge  the  authority 
granted  by  such  specific  authorizations. 
Does  the  Senator  from  Utah  recall  that 
to  be  the  substance  of  our  discussion 
earlier,  or  at  least  my  side  of  it? 

Mr.  BENNETT,  The  Senator  from 
Utah  does  so  recall  it. 

Maybe  we  could  nail  it  down  if  I  asked 
the  Senator  another  question.  Since  it 
is  the  understanding  of  the  Senator  from 
Maine  that  the  proceeds  of  sales  of  par¬ 
ticipations  from  programs  of  the  type 
that  depend  on  annual  increments  of 
lending  authority  cannot  be  used  to  in¬ 
crease  that  authority,  what  happens  to 
the  money  from  those  participations? 
Does  it  go  into  the  Treasury? 

Mr.  MUSKIE.  Yes,  it  does. 

Mr.  BENNETT.  The  money  from 
sales  of  those  participations  goes  directly 
into  the  Treasury,  and  has  no  further 
effect  on  the  lending  capacity  of  the 
agency? 

Mr.  MUSKIE.  Yes,  through  repay¬ 
ment  by  the  agency  of  its  obligations  to 
the  Treasury.  To  the  extent  that  there 
is  unused  lending  authorization,  the 
funds  can  be  used  to  implement  that 
authorization,  but  cannot  be  used  to  add 
to  the  authorization. 

Mr.  BENNETT.  I  think  that  may 
help  to  clarify  the  point. 

Mr.  MUSKIE.  Does  the  Senator  from 
Indiana  have  a  question? 

Mr.  HARTKE.  Madam  President,  if 
I  may  ask  the  Senator  from  Maine,  as  I 
understand,  when  these  participations 


are  sold,  instead  of  the  money  going 
back  into  the  general  fund  for  general 
purposes,  the  funds  will  be  earmarked 
specifically  for  the  agency  from  which 
the  original  amounts  were  taken  into 
the  pool.  Is  that  correct? 

Mr.  MUSKIE.  As  a  practical  matter, 
the  proceeds  go  to  the  Treasury,  and 
they  are  credited  to  the  agency. 

Mr.  HARTKE.  Can  they  be  used  for 
other  purposes? 

Mr.  MUSKIE.  To  the  extent  that 
they  are  not  used  by  the  agency  legiti¬ 
mately  and  appropriately  under  its 
spending  programs,  for  cash,  and  so  on — 
the  same  purposes  for  which  money  is 
otherwise  obtained  from  the  Treasury 
for  the  agency’s  spending  programs — 
they  are  available  to  the  Treasury  for 
the  general  cash  needs  of  the  Govern¬ 
ment,  just  as  the  proceeds  of  Treasury 
borrowing  would  be,  the  same  way  that 
postal  revenues  or  cash  from  any  source 
would  be. 

Mr.  HARTKE.  Then  exactly  the  con¬ 
trary  is  true;  although  the  funds  are 
earmarked  for  the  agency,  they  can  be 
used  for  any  purposes  whatsoever,  as 
any  other  revenue  going  into  the  general 
fund? 

Mr.  MUSKIE.  Not  used  as  revenue. 
As  cash  that  is  available.  It  is  avail¬ 
able  in  asset  form  one  minute,  and  in 
cash  form  the  next  minute.  It  is  avail¬ 
able,  as  cash,  for  general  purposes. 

Mr.  HARTKE.  The  difficulty  arises 
because  there  is  no  capital  budget;  I  un¬ 
derstand  that.  But  my  understanding 
was  that  the  funds  would  be  earmarked 
by  the  Treasury  for  the  agency  involved. 
That  is  not  true,  then;  there  is  not  even 
a  separate  account  established  within 
the  fund  itself? 

Mr.  MUSKIE.  There  are  bookkeep¬ 
ing  accounts  between  the  agencies  and 
the  Treasury  now,  on  which  the  proper 
entries  would  be  made,  as  I  understand 
it.  The  agency,  however,  has  addi¬ 
tional  borrowing  authority  available  for 
future  use  when  needed. 

Mr.  HARTKE.  Yes.  There  are  sepa¬ 
rate  accounts  kept  now  for  them. 

Mr.  MUSKIE.  Well,  the  entries 
would  be  made  on  those  separate 
accounts. 

Mr.  HARTKE.  But  can  the  funds  be 
withdrawn  from  that  account,  under  the 
authority  of  this  bill? 

Mr.  MUSKIE.  Whenever  an  agency 
needs  cash  to  carry  on  its  program,  I 
assume  it  goes  to  the  Treasury  for  that 
cash  from  its  unused  borrowing  author¬ 
ity.  This  cash  will  have  been  commin¬ 
gled;  it  is  available,  the  same  as  any 
other  cash. 

Mr.  HARTKE.  Of  course,  this  is 
merely  a  bookkeeping  transaction,  and 
the  whole  purpose  is  to  obviate  the  neces¬ 
sity  of  increasing  the  debt  limit? 

Mr.  MUSKIE.  I  do  not  agree  with 
that.  If  I  may  state  it  very  simply — and 
that  is  the  only  way  I  can  state  these 
issues — it  is  this:  We  have  here  some 
assets,  and  they  are  assets  that  were 
charged  off,  when  they  were  acquired,  as 
though  they  were  operating  expendi¬ 
tures  of  the  Government.  Those  budget 
dollars,  which  were  not  really  expendi¬ 
tures  and  never  will  be,  or  at  least  90  per¬ 
cent  of  them  never  will  be  really  ex¬ 
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penditures  of  the  Government,  are 
frozen.  They  cannot  be  used,  and  the 
money  cannot  be  spent  for  any  other 
purpose. 

So  now  the  intent  is  to  take  private 
dollars  and  substitute  for  those  budget 
dollars,  so  that  we  can  use  them.  Since 
we  have  charged — and  I  think  im¬ 
properly — the  initial  loans  against  our 
spending  or  operating  budget,  when  we 
recover  the  proceeds  of  such  a  loan,  it 
seems  to  me  we  have  a  right  to  offset  that 
figure,  which  was  placed  against  the 
budget,  with  an  offsetting  receipt. 

That  is  what  it  amounts  to. 

(At  this  point  Mr.  Inouye  took  the 
chair  as  Presiding  Officer.) 

Mr.  HARTKE.  Not  correspondingly 
listing,  though,  an  increase  in  the  na¬ 
tional  debt  as  a  result  of  selling  these 
participations. 

Mr.  MUSKIE.  Not  now,  when  we  sell 
this  loan  paper  directly,  which  we  have 
authority  to  do  and  which  we  have  been 
doing  for  over  a  decade. 

Mr.  HARTKE.  I  understand. 

Mr.  MUSKIE.  When  we  sell  these 
loans  directly  and  get  the  proceeds  of 
them,  this  reduces  our  borrowing  re¬ 
quirements. 

Mr.  HARTKE.  Let  us  come  back  to 
this  pdint :  The  truth  is,  if  we  did  not  sell 
these  items,  we  would  have  to  do  one  of 
two  things ;  namely,  either  tax  the  people 
in  order  to  raise  additional  funds,  or 
borrow  funds,  or  borrow  the  money  to 
make  a  direct  dollar-for-dollar  trans¬ 
action,  so  far  as  the  public  is  concerned. 

Mr.  MUSKIE.  The  Senator  poses  a 
question  as  though,  somehow,  this  was 
an  alternative  to  those  two. 

Mr.  HARTKE.  I  think  there  is  more  to 
it  than  that. 

Mi*.  MUSKIE.  There  must  be  an  al¬ 
ternative,  a  proper  transaction  to  recover 
for  which  the  dollars  have  been  tied  up. 

Mr.  HARTKE.  But  if  we  did  not 
take  this  alternative,  we  would  either 
have  to  increase  taxes  or  increase  the 
deficit,  dollar  for  dollar. 

Mr.  MUSKIE.  I  would  not  say  that 
necessarily  follows.  If  we  wish  to  follow 
that  line  of  argument,  I  can  accept  that 
precise  analysis,  but  I  will  say,  if  it  were 
not  done,  the  alternative  would  have  to 
be  to  request  borrowing  from  additional 
sources  to  get  revenue.  But  to  say,  dollar 
for  dollar,  it  would  be  exactly  the  same, 
I  am  not  prepared  to  accept  that  con¬ 
clusion. 

Mr.  HARTKE.  It  seems  more  ex¬ 
pensive,  because  we  pay  a  premium - 

Mr.  MUSKIE.  There  is  another  al¬ 
ternative  which  is  more  expensive,  and 
that  is  direct  sales  of  assets,  which  we 
have  authority  to  do  without  legislation. 
That  is  more  expensive. 

Mr.  HARTKE.  The  point  is,  if  we 
move  in  this  fashion,  we  are  bound  by 
the  414  percent  interest  limitation. 

Mr.  MUSKIE.  We  can  borrow  in  the 
short-term  market,  if  we  wish  to  pay 
interest  rates. 

Mr.  HARTKE.  I  understand. 

Mr.  MUSKIE.  We  are  talking  about 
alternatives  available  to  us  under  exist¬ 
ing  law. 

Mr.  HARTKE.  This  is  an  expensive 
alternative. 
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Mr.  MUSKIE.  It  depends  on  what 
we  call  expensive.  There  has  been  con¬ 
siderable  discussion  in  the  last  2  days 
of  what  the  spread  is.  If  we  are  talking 
about  long-term  Treasury  borrowings, 
which  we  cannot  make — under  existing 
circumstances — in  law,  then  we  are 
limited  to  short-term  Treasury  borrow¬ 
ings.  Thus,  we  are  comparing  the  re¬ 
sults  of  short-term  Treasury  borrowings 
and  long-term  maturities  on  participa¬ 
tion  certificates  which  may  very  well  be 
less  expensive  than  Treasury  borrowings. 

Mr.  HARTKE.  I  believe  that  per¬ 
haps  the  Senator  from  Maine  is  right, 
for  the  reason  that  the  Treasury  has 
boxed  itself  into  this  position.  That  is 
why  I  intend  to  support  the  bill,  be¬ 
cause  it  is  the  only  alternative  to  getting 
out  of  a  bad  situation. 

Last  week,  the  Federal  Reserve  Sys¬ 
tem  stated  that  money  is  as  tight  as  it 
has  ever  been.  This  is  reflected  in  the 
current  newscasts  coming  over  the  ticker 
this  afternoon.  I  have  seen  three  items 
within  the  spread  of  about  five  situations 
here.  One  of  them  is  the  announcement 
by  General  Motors  that  they  are  cutting 
back  drastically  in  the  production  of 
their  automobiles.  The  second  is  that 
there  is  a  renewed  wave  of  selling  which 
clobbered  the  stock  market,  and  the  third 
is  that  FNMA  stated  tonight  that  it  pur¬ 
chased  a  record  $797.8  million  in  mort¬ 
gages  during  the  first  3  months  of  this 
year  because  of  the  tight  money  market. 

Mr.  President,  this  tight  money  mar¬ 
ket  which  has  been  instituted  by  the 
Federal  Reserve  Board  under  William 
McChesney  Martin  has  gotten  the  Treas¬ 
ury  Department  into  a  tight  squeeze.  I 
am  interested  in  helping  out.  However, 
the  real  answer  is  to  go  back  to  the  Fed¬ 
eral  Reserve  and  start  talking  sense  to 
them  down  there.  When  that  has  been 
done,  perhaps  we  can  start  going  in  the 
right  direction.  The  difficulty  is,  these 
are  very  bad  signs.  I  do  not  know  what 
caused  them.  I  am  not  going  to  say  that 
they  are  the  result  of  tight  money.  The 
items  on  the  ticker,  Nos.  153,  154,  and 
155,  to  which  I  have  referred,  may  be 
some  of  the  things  to  which  the  admin¬ 
istration  was  referring  as  some  of  the 
horizons  which  were  not  too  bright. 

Let  me  assure  the  Senator  from  Maine 
that  I  intend  to  support  the  measure, 
but  I  believe  that  the  policies  being  pur¬ 
sued  at  the  present  time  can  only  ag¬ 
gravate  the  situation. 

Let  me  ask  one  more  question  of  the 
Senator  from  Maine:  When  they  at¬ 
tempted  to  sell  the  export-import  issues, 
approximately  $750  million,  and  the  sub¬ 
scription  was  for  less  than  half  of  that 
amount,  is  that  true? 

Mr.  MUSKIE.  I  do  not  have  the  an¬ 
swer.  I  would  have  to  get  that. 

Mr.  HARTKE.  Let  me  say  that  it  is 
true,  that  I  know  it  is  time. 

Mr.  MUSKIE.  Then  the  Senator 
should  not  have  asked  me  that  question. 

Mr.  HARTKE.  The  point  is,  I  wanted 
to  state  that  as  a  premise  for  my  ques¬ 
tion. 


Mr.  MUSKIE.  I  assure  the  Senator, 
I  am  not  trying  to  embarrass  him. 

Mr.  HARTKE.  Of  course  not.  I  am 
not  trying  to  embarrass  the  Senator 
from  Maine,  either.  I  know  the  answer 
to  the  question,  which  I  asked  in  the 
Finance  Committee. 

Admitting  that  this  is  true,  and  I  have 
the  record  in  my  hand,  if  the  Senator 
from  Maine  would  like  me  to  read  it, 
the  point  is  that  to  the  extent  they  were 
not  sold,  the  Secretary  of  the  Treasury 
indicated  it  would  increase  the  deficit  of 
the  United  States  to  that  amount,  to 
the  extent  of  $350  million.  Is  this  true? 
Let  me  go  ahead  and  say  that  it  is  true, 
and  I  will  answer  the  question.  The 
point  is,  if  we  do  not  wish  to  sell  the 
$4.7  billion,  where  are  we  going  to  get 
the  money,  then?  Does  the  Senator 
have  any  suggestions  on  that? 

Perhaps  that  question  should  be  left 
unanswered.  I  think  probably  that  is 
the  best  way  to  leave  it. 

Mr.  MUSKIE.  I  thank  the  Senator 
from  Indiana. 

Mr.  HARTKE.  Mr.  President,  I  ask 
unanimous  consent  to  have  printed  in  the 
Record  the  three  items,  Nos.  153,  154, 
and  155,  which  came  over  the  Senate’s 
ticker  this  afternoon. 

There  being  no  objection,  the  material 
was  ordered  to  be  printed  in  the  Record, 
as  follows: 

[NO.  153] 

Detroit. — There  had  been  previous  slow¬ 
downs  or  shutdowns  in  various  GM  units,  but 
these  were  due  to  things  like  supplier  strikes 
or  a  railroad  strike. 

Disclosure  that  three  GM  plants — -Chevro¬ 
let  in  Ypsilanti,  Mich.,  and  Van  Nuys,  Calif., 
and  a  GM  assembly  plant  in  South  Gate, 
Calif. — worked  only  3  days  this  week,  while 
an  Atlanta,  Ga.,  plant  was  on  4  days,  came  as 
a  surprise  to  the  rest  of  the  industry. 

American  Motors  has  been  plagued  by  such 
shutdowns  in  recent  months  but  it  worked  a 
regular  5-day  week  this  time  while  GM  was 
having  difficulties.  Chrysler  was  on  a  5-day 
week  and  Ford  had  10  of  its  17  assembly 
plants  listed  for  overtime  work  this  Saturday. 

GM’s  cutback  announcement  came  shortly 
after  reports  of  the  four  auto  companies 
showed  April  sales  totaled  761,606  cars,  off  the 
799,102  April  pace  of  a  year  ago. 

Sales  for  the  opening  4  months  of  the  year 
were  2,963,292  cars,  again  behind  the  2,991,- 
609  units  sold  in  the  comparable  4  months 
last  year. 


[No.  154] 

New  York. — A  renewed  wave  of  selling 
clobbered  the  stock  market  late  today, 
knocking  it  down  to  its  lowest  level  of  the 
day  at  the  close. 

A  heavy  wave  of  selling  was  triggered  ini¬ 
tially  by  news  of  General  Motors  production 
cutbacks.  That,  combined  with  confusing 
statements  from  Washington  about  the  pos¬ 
sibility  of  a  tax  boost,  were  cited  as  factors 
in  the  decline. 

The  day  began  with  a  moderate  rally  but 
the  GM  news  reversed  this. 


[jNo.  155] 

Washington. — The  Federal  National  Mort¬ 
gage  Association  said  tonight  it  purchased 
a  record  $797.8  million  in  mortgages  during 
the  first  3  months  of  this  year  because  of 
the  tight  money  market. 


Value  of  the  61,739  mortgages  was  almost 
double  the  previous  record  set  during  the  last 
3  months  of  1965,  FNMA  reported. 

First  quarter  purchases  of  mortgages  guar¬ 
anteed  by  the  Veterans’  Administration  or 
insured  by  the  Federal  Housing  Administra¬ 
tion  compared  with  the  sale  of  only  six 
mortgages,  valued  at  $62,000,  FNMA  said 

During  the  Oetober-December  quarter  of 
last  year,  Fannie  Mae  bought  34,271  mort¬ 
gages  for  $405.4  million. 

In  its  secondary  market  operations,  FNMA 
buys  FHA  and  VA  mortgages  when  mort¬ 
gage  money  is  scarce  on  the  private  market. 
The  money  Fannie  Mae  pays  private  lenders 
for  the  mortgages  is  in  turn  used  by  the 
mortgage  bankers  for  new  loans. 

Fannie  Mae  sells  mortgages  to  private 
lenders  when  mortgage  money  is  plentiful. 

The  PRESIDING  OFFICER.  The 
question  is  on  agreeing  en  bloc  to  the 
amendments  of  the  Senator  from  Maine 
[Mr.  Muskie]. 

The  amendments  were  agreed  to  en 
bloc. 

Mr.  MUSKIE.  Mr.  President,  I  sug¬ 
gest  the  absence  of  a  quorum. 

The  PRESIDING  OFFICER.  The  clerk 
will  call  the  roll.  The  legislative  clerk 
proceeded  to  call  the  roll. 

Mr.  MANSFIELD.  Mr.  President,  I 
ask  unanimous  consent  that  the  order 
for  the  call  of  the  quorum  be  rescinded. 

The  PRESIDING  OFFICER.  Without 
objection,  it  is  so  ordered. 

Mr.  HRUSKA.  Mr.  President,  I  rise  in 
opposition  to  the  proposed  Participation 
Sales  Act  of  1966. 

S.  3283  would  establish  a  new  means  of 
refinancing  Federal  spending  which  will 
be  costly — which  will  deceive  the  Ameri¬ 
can  taxpayer  as  to  the  true  status  of  the 
financial  condition  of  the  Government, 
and  which  will  have  far-reaching  impli¬ 
cations  for  the  future  conduct  of  govern¬ 
mental  activities. 

The  purported  objective  of  this  legis¬ 
lation  is  to  promote  private  financing  of 
governmental  credit  needs  and  to  replace 
public  credit  with  private  funds.  The 
bill  would  authorize  participating  depart¬ 
ments  and  agencies  who  presently  have 
direct  loan  programs  to  enter  into  trust 
agreements  with  the  Federal  National 
Mortgage  Association  whereby  FNMA 
would  sell  participation  certificates  based 
on  a  pool  of  Federal  loans.  These  certif¬ 
icates  would  be  sold  to  the  investing- 
public  at  prevailing  market  interest 
rates. 

HIGHER  INTEREST  RATES 

Mr.  President,  there  are  numerous 
reasons  why  this  bill  should  not  be  en¬ 
acted. 

First  is  the  fact,  openly  conceded  by 
the  measure’s  proponents,  that  this  bill 
would  mean  increased  cost  for  Govern¬ 
ment  borrowings.  The  following  table 
appears  on  page  20  of  House  Report  No. 
1448.  Mr.  President,  I  ask  unanimous 
consent  that  this  table  be  printed  in  the 
Record  at  this  point. 

There  being  no  objection,  the  table  was 
ordered  to  be  printed  in  the  Record,  as 
follows: 
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Comparison  of  yields  on  FNMA  participations  and  nearest  comparable  U.S.  Government 

securities  as  of  Mar.  16,  1966 


FNMA  participation  certificates 

U.S.  securities,  nearest  comparable  issue 

Excess  yield 
of  FNMA 
certificates 
(percent) 

Coupon 

rate 

Maturity 

Percent 

yield 

Coupon 

rate 

Maturity 

Percent 

yield 

6.40 

1967 

5. 40 

35-6 

1967 

4.83 

0.  57 

5.  45 

1968 

5.  45 

v/t 

1968 

4.90 

.55 

6.50 

1969 

5.  50 

4 

1969 

4.  87 

.58 

5.50 

1970 

6.  50 

4 

1970 

4.  92 

.58 

5.  50 

1971 

5.50 

4 

1971 

4.94 

.56 

5.  50 

1972 

5.  50 

4 

1972 

4.99 

.51 

5.  50 

1973 

5.  50 

4 

1973 

5.03 

.47 

5.  50 

1974 

5.  50 

4Vs 

1974 

5.05 

.45 

6.  50 

1975 

5.  50 

4H 

1974 

5.02 

.48 

5.  45 

1976 

5.  45 

4  K 

1974 

5.  02 

.43 

5.  45 

1977 

5.  45 

4  M 

1974 

5.  02 

.43 

5.  40 

1978 

5.  40 

4 

1980 

4.  70 

.70 

5. 35 

1979 

5.  35 

4 

1980 

4.  70 

.65 

6.  30 

1980 

5. 30 

4 

1980 

4.  70 

.60 

5.25 

1981 

5.25 

4 

1980 

4.  70 

.55 

Mr.  HRUSKA.  Mr.  President,  this 
table  indicates  very  clearly  an  interest 
rate  differential  average  one-half  of  1 
percent  over  current  Treasury  borrow¬ 
ings. 

This  differential  will  mean  added  and 
unnecessary  borrowing  costs  amounting 
to  $5  million  per  year  for  each  billion 
dollars  of  participations  sold. 

BUSTED  BUDGETS  CAN  BE  BALANCED 

S.  3283  would  establish  a  new  system 
of  subsidized  financing,  the  main  effect 
of  which  will  be  an  effort  to  turn  def¬ 
icits  into  surpluses. 

For  example,  let  us  consider  the  pend¬ 
ing  budget  for  fiscal  year  1967.  The  ad¬ 
ministrative  budget  for  fiscal  1966  con¬ 
templates  a  budget  deficit  of  $1.8  billion. 
However,  to  achieve  this  low  figure  the 
administration  proposes  to  sell  $4.7  bil¬ 
lion  of  its  financial  assets.  Over  $4  bil¬ 
lion  of  this  so-called  sale  is  to  be  achieved 
by  participation  sales.  The  proceeds, 
since  they  will  be  reported  as  “income” 
though  in  reality  a  liquidation  of  capital 
assets,  will  then  be  used  to  offset  ex¬ 
penditures  that  otherwise  would  have  to 
appear  in  the  budget.  This  means  that, 
if  these  sales  are  not  made,  the  budget 
deficit  would  be  $6  billion  in  place  of  $1.8 
billion.  By  using  the  scheme  contem¬ 
plated  in  this  bill,  the  administration 
could  easily  have  wiped  out  its  $1.8  bil¬ 
lion  deficit  and  could  have  come  to  Con¬ 
gress  indicating  that  we  would  have  a 
surplus  rather  than  a  deficit.  All  that 
would  be  necessary  was  to  have  a  projec¬ 
tion  of  additional  participation  sales 
amounting  to  $1.8  billion. 

In  other  words,  we  are  merely  authoriz¬ 
ing  bookkeeping  juggling  and  manipula¬ 
tion  to  make  a  mockery  of  the  adminis¬ 
trative  budget. 

DECEIVING  THE  PUBLIC  ON  THE  DEBT 

In  the  same  fashion  in  which  budget 
expenditures  can  be  juggled,  the  same 
technique  can  be  applied  to  the  Federal 
debt  limit. 

To  be  sure,  the  Government  would  still 
have  the  indebtedness  represented  by  the 
participation  certificates  of  FNMA. 
However,  these  certificates  are  outside  of 
the  Federal  debt  limit.  Thus,  by  using 
the  unlimited  authority  of  FNMA  to  draw 
on  the  U.S.  Treasury  to  finance  these 
borrowings,  significant  portions  of  the 
Federal  debt  can  be  refinanced  and  taken 
outside  of  the  Federal  debt  limitation. 


INCREASED  FEDERAL  SPENDING 

With  deficits  being  converted  to  sur¬ 
plus  and  pressures  being  taken  off  Gov¬ 
ernment  spending  to  be  within  current 
debt  limitations,  the  way  would  be 
cleared  for  more  and  more  Federal 
spending  in  all  areas  to  take  up  the  slack 
left  by  this  phony  financing.  There 
would  be  an  open  invitation  to  Congress 
to  support  spending  programs  which 
would  otherwise  be  eliminated  or  sub¬ 
stantially  reduced. 

THE  REPUBLICANS  DID  IT - WHY  CAN’T  WE? 

Mr.  President,  proponents  of  this  bill 
have  argued  that  the  proposal  here  is 
nothing  more  than  an  extension  of  prac¬ 
tices  inaugurated  by  the  Eisenhower  ad¬ 
ministration.  It  is  true  that  in  fiscal 
year  1960  FNMA  did  exchange  $311  mil¬ 
lion  of  its  low  interest  mortgages  for  $316 
million  of  nonmarketable  Treasury  in¬ 
vestment  bonds  owned  by  the  public,  but 
this  was  a  straightforward  action  in 
which  the  mortgages  were  sold  on  a  com¬ 
petitive  bid  basis  and  paid  for  by  bonds 
held  by  investors.  The  bonds  acquired  by 
FNMA  were  then  turned  over  to  the 
Treasury  and  canceled.  Treasury  then 
reduced  FNMA’s  indebtedness  by  a  like 
amount.  There  was  no  circumvention 
of  the  budget  in  this  transaction.  In¬ 
cidentally,  in  the  Senate  the  Democratic 
majority  passed  a  resolution  which  ex¬ 
pressed  its  disapproval  of  the  plan. 

Proponents  of  this  measure  also  cite  a 
House  Ways  and  Means  minority  report 
of  1963  and  indicate  that  the  Republican 
signatories  of  that  report  endorsed  this 
kind  of  financing.  However,  there  was  a 
significant  and  very  vital  difference.  The 
comments  in  that  report  were  directed  at 
actual  sales  of  marketable  assets.  No 
comments  were  directed  to  the  so-called 
participation  sales.  The  House  Republi¬ 
cans  did  not  endorse  this  program  then 
and  they  are  vigorously  opposed  to  the 
program  now. 

HASTY  ACTION 

Mr.  President,  this  bill  is  being  ram- 
rodded  through  Congress  with  only  the 
scantiest  of  consideration  being  given  to 
it.  One  day  of  hearings  was  held  in  the 
House  committee.  Only  two  administra¬ 
tion  witnesses  were  heard.  No  repre¬ 
sentatives  of  the  commercial  financial 
world  were  heard  nor  were  their  views 
solicited.  Essentially  the  same  tactic 
was  followed  on  the  Senate  side.  A  Sen¬ 


ate  committee  hearing  was  held  on 
April  26  in  which  two  administration 
witnesses  were  heard.  On  the  following 
day,  S.  3283,  the  subject  of  the  hearing, 
was  introduced.  On  the  following  day, 
April  28,  another  hearing  was  held  in 
which  two  witnesses  were  heard.  The 
only  industry  witness  testifying  in  either 
House  of  Congress  on  the  bill  presented 
his  statement  with  less  than  1  hour’s 
notice. 

S.  3283  was  ordered  reported  from  the 
Senate  committee  on  the  same  day.  So 
here  we  have  the  spectacle  of  a  bill  in¬ 
volving  billions  and  billions  of  dollars, 
affecting  multifarious  Federal  lending 
programs,  being  given  less  consideration 
by  Congress  than  most  persons  give  to 
buying  a  used  car.  A  total  of  about  3 
hours  of  committee  hearings  served  as 
foundation  for  reporting  the  bill. 

Mr.  President,  for  the  reasons  I  have 
indicated,  I  cannot  in  good  conscience 
support  this  measure. 

Mr.  HARTKE.  Mr.  President,  today 
we  are  being  asked  to  consider  the  Par¬ 
ticipation  Sales  Act  of  1966,  S.  3283.  As 
Under  Secretary  of  the  Treasury  Joseph 
Barr  said  in  his  testimony  before  the 
Senate  Banking  and  Currency  Commit¬ 
tee: 

This  bill  would  provide  an  efficient  and 
orderly  method  for  liquidating  financial  as¬ 
sets  held  by  Federal  credit  agencies  and 
would  help  to  promote  private  financing  of 
Federal  credit  programs. 

To  me,  this  particular  piece  of  legis¬ 
lation  represents  a  major  and  perma¬ 
nent  change  in  the  method  of  financing 
the  operations  of  the  Federal  Govern¬ 
ment. 

And  because  this  legislation  does  rep¬ 
resent  such  a  change,  I  feel  there  is  an 
uncertainty  as  to  the  intent  and  pur¬ 
pose  of  the  bill,  as  well  as  its  timing  and 
effect  upon  our  national  economy. 

I  can  see  the  sale  of  these  participa¬ 
tions  as  having  a  twofold  effect  upon 
our  national  budget.  The  first  being  in 
the  field  of  revenue.  Beginning  in  fiscal 
1967  some  $4.7  billion  worth  of  partici¬ 
pations  of  pooled  Government  loans  will 
be  sold  to  the  private  sector  of  the  econ¬ 
omy.  This  means  that  almost  $5  billion 
in  revenue  will  be  coming  into  the  general 
fund  of  the  Treasury.  _ _ 

At  first  I  questioned  the  intended  use 
of  these  funds.  I  waited  to  be  sure 
that  the  funds  received  from  the  par¬ 
ticipation  s^les  would  not  be  used  for 
other  purposes,  for  example,  helping  to 
finance  the  war  in  Vietnam. 

But  Treasury  officials  have  made  as¬ 
surances  that  if  the  Small  Business  Ad¬ 
ministration  or  the  Veterans’  Adminis¬ 
tration,  or  any  of  the  other  lending 
groups  that  are  pooling  their  loans  are 
successful  in  selling  these  participations, 
then  the  money  received  from  the  sales 
will  be  credited  to  their  account  in  the 
general  fund. 

It  is  our  duty  to  make  sure  that  the 
Congress  does  not  lose  control  of  the 
expenditure  of  these  funds.  Because, 
after  all,  gentlemen,  we  are  talking  about 
almost  $5  billion  in  ready  cash  that  could 
be  used  for  any  purpose.  But,  as  I  stated 
above,  the  Treasury  Department  assured 
me  that  these  funds  will  be  credited  to 


CONGRESSIONAL  RECORD  —  SENATE 


9473 


May  5,  1966 

the  accounts  of  the  Small  Business  Ad¬ 
ministration,  or  the  VA,  or  the  FHA,  for 
their  use  only. 

The  second  effect  the  sale  of  these 
participations  would  have  upon  the 
budget  is  in  the  realm  of  bookkeeping. 
When  you  sell  $4.7  billion  worth  of  par¬ 
ticipations  in  Government  guaranteed 
loans,  you  immediately  decrease  the  loan 
liability  you  carry  on  your  books  by  a 
like  amount.  This  means  that  the  con¬ 
tingent  liability  side  of  the  Federal  budg¬ 
et  will  be  decreased  by  almost  $5  billion. 
You  have  not  actually  lost  the  liability 
you  undertook  when  you  guaranteed 
these  loans,  but  in  effect  you  have  passed 
that  liability  on  the  buyers  of  the  parti¬ 
cipations  in  the  loan  pools.  And,  inci¬ 
dentally,  you  have  also  decreased  any 
prospective  deficit  in  tire  budget  by  a 
like  amount. 

As  I  understand  the  procedure  out¬ 
lined  in  the  bill  relating  to  the  sale  of  the 
participations,  the  buyers  of  the  partici¬ 
pations  will  be  paid  back  their  principal 
and  interest  as  the  Government  is  paid 
the  principal  and  interest  on  the  loans 
in  the  pool. 

Since  these  participations  are  not 
backed  by  the  full  faith  and  credit  of  the 
Federal  Government,  the  private  investor 
assumes  some  risk  when  he  buys  one. 
For  this  reason  the  participations  will 
have  to  be  made  attractive  to  the  private 
investors.  How  attractive  I  would  not 
want  to  guess.  All  I  can  do  is  recall  the 
statements  of  the  Secretary  of  the  Treas¬ 
ury  Fowler  when  he  appeared  before  the 
Finance  Committee  to  testify  in  behalf 
of  the  Tax  Adjustment  Act  of  1966.  Our 
discussion  centered  around  an  attempt 
by  the  Export-Import  Bank  to  sell  some 
$70*0  million  worth  of  their  own  partici¬ 
pations.  I  would  like  to  read  that  por¬ 
tion  of  the  testimony  into  the  Record: 

Senator  Hartke.  Now,  we  have  just  gone 
through  a  nice  experiment  on  that  with  the 
Export-Import  Bank  situation. 

Secretary  Fowler.  We  have  found  the  Ex¬ 
port-Import  Bank— they  offered  $700  million 
of  participation  at  a  rate  of  5'/2  percent  to 
commercial  banks,  and  a  little  more  than 
half,  $360  million,  was  taken  up  by  the  banks. 

Senator  Hartke.  This  was  for  18  months, 
is  that  not  correct? 

Secretary  Fowler.  Put-and-call  feature  at 
that  point. 

Senator  Hartke.  Put-and-call  feature  at 
18  months  and  the  rate  was  5  Vi  percent? 

Secretary  Fowler.  Correct. 

Senator  Hartke.  Which  is  a  substantially 
high  rate  for  this  type  of  obligation. 

Secretary  Fowler.  It  was  higher  than  it 
had  been  through - 

Senator  Hartke.  Higher  than  we  had  ever 
offered  before,  and  yet  the  public  response 
to  that  was  less  than  half;  is  that  not  true? 

Secretary  Fowler.  That  is  right. 

Senator  Hartke.  Now,  how  do  you  account 
for  that? 

Secretary  Fowler.  Money  is  tight. 

Senator  Hartke.  Money  is  tight,  is  it  not; 
very  tight  and  getting  tighter? 

Secretary  Fowler.  Well,-  money  is  tight. 
Whether  it  is  getting  tighter  or  not  is  a 
judgment  I  will  not  make. 

Senator  Hartke.  Now,  is  money  tight  par¬ 
tially  as  a  result  of  the  action  of  the  Fed¬ 
eral  Reserve  Board  in  your  opinion? 

Secretary  Fowler.  I  think  that  the  pri¬ 
mary  cause  of  the  tightness  of  money  is  the 
greatly  increased  requirements  for  credit 
and  the  desire  for  credit  on  the  part  of 
many  elements  in  the  economy. 


Senator  Hartke.  Some  places  are  ration¬ 
ing  credit;  is  that  not  true? 

Secretary  Fowler.  As  we  both  know,  the 
policies  of  the  Federal  Reserve  Board  in  han¬ 
dling  the  various  facets  of  monetary  policy 
have  a  very-  important  and  significant  rela¬ 
tionship  to  the  tightness  of  money.  There¬ 
fore,  in  a  sense,  you  could  say  the  total  com¬ 
plex  of  policies  of  the  Federal  Reserve  Board 
against  the  background  of  the  very  large  de¬ 
mand  for  money  result  in  what  we  call  a 
tight  money  situation. 

Senator  Hartke.  Now,  as  a  result  of  this  of¬ 
fering  only  being  partially  sold,  this  was 
quite  a  disappointment  to  the  Treasury,  was 
it  not  really? 

Secretary  Fowler.  I  would  not  character¬ 
ize  it  as  quite  a  dissapointment.  The  Export- 
Import  Bank  went  out  trying  to  find  a  mar¬ 
ket  for  this  paper.  We  were  willing  to  sell 
under  the  terms  that  Mr.  Linder  announced. 
We  were  willing  to  sell  and  would  have  been 
pleased  to  sell  $700  million.  We  did  not 
have  the  expectation  that  the  total  amount 
would  necessarily  be  sold. 

Senator  Hartke.  Well,  now,  how  much  of 
this  $4.7  billion  does  the  Treasury  anticipate 
that  it  will  not  be  able  to  sell? 

Secretary  Fowler.  I  have  no  estimate  of 
that  as  of  now.  This  looks  ahead  for  18 
months  and  I  do  not  know  what  the  situation 
in  the  market  will  be  during  that  18 -month 
period. 

***** 

Senator  Hartke.  Now,  back  on  this  $4.7 
billion.  As  I  understand,  you  said  now,  just 
to  get  us  back  where  we  were,  at  this  time 
it  is  impossible  to  say  whether  or  not  the 
participation  will  meet  the  same  fate  as 
the  $700  million  offering  of  the  Export  - 
Import  Bank. 

Secretary  Fowler.  That  is  right.  Although 
it  would  certainly  be  our  expectation  that  we 
would  be  able  to  market  the  securities  on 
suitable  terms  between  now  and  June  30, 
1967. 

Senator  Hartke.  Does  the  Secretary  an¬ 
ticipate  that  they  will  have  to  be  offered  at 
a  higher  rate  than  the  5 */2  percent? 

Secretary  Fowler.  I  have  no  anticipation 
along  that  line,  one  way  or  the  other. 

Senator  Hartke.  Or  at  a  shorter  term? 

Secretary  Fowler.  I  have  no  anticipation 
along  that  line  either. 

Senator  Hartke.  But  if  you  wanted  to 
make  them  more  attractive,  that  would  be 
one - 

Secretary  Fowler.  One  way  to - 

Senator  Hartke.  One  of  two  ways  to  ap¬ 
proach  that  situation. 

Secretary  Fowler.  That  is  correct. 

In  keeping  with  the  matter  at  hand,  I 
note  on  page  43  of  the  hearings  before 
the  Senate  Banking  and  Currency  Com¬ 
mittee  that  the  largest  single  item  mak¬ 
ing  up  the  $4.7  billion  of  participations 
to  be  sold  are  Export-Import  Bank  loans 
of  $975  million.  The  money  market  con¬ 
ditions  in  effect  at  the  time  of  the  tax 
hearings  have  not  changed.  In  fact, 
they  have  gotten  worse.  And  yet  the 
Treasury  Department  continues  to  ig¬ 
nore  these  warning  signs  of  high  inter¬ 
est  rates  and  continues  to  compound  the 
difficulty. 

So  this  brings  up  the  question  of  how 
attractive  the  participations  will  have  to 
be  made  in  order  to  sell  them.  And  also 
how  much  of  an  additional  interest  cost 
will  have  to  be  borne  by  the  taxpayer. 
The  New  York  Times  estimated  that  it 
would  cost  the  Government  between  $30- 
$44  million  over  the  next  2  years,  and 
the  interest  cost  would  continue  to  grow 
as  more  of  the  participations  are  sold. 

The  overall  questions  raised  by  the  in¬ 


crease  in  interest  rates  last  December  6, 
1965 — is  a  separate  matter — but  one 
which  should  nevertheless  not  be  ignored 
in  this  context. 

But  what  I  wanted  to  stress  here  today 
is  that  these  participations  will  have  to 
bear  a  premium  interest  rate  to  be  sold. 
A  rate  far  in  excess  of  the  interest  being 
earned  on  the  loans  in  the  pool.  In 
drafting  the  bill,  the  administration  has 
attempted  to  cover  this  “interest  gap”  by 
obtaining  the  approval  of  the  two  Appro¬ 
priations  Committees  for  the  added  in¬ 
terest  costs  prior  to  the  sale  of  the  nar- 
ticipations.  It  seems  unfortunate  that 
the  Government  has  worked  itself  into  a 
position  where  it  has  to  pay  literally  ex¬ 
orbitant  interest  rates  to  sell  its  obli¬ 
gations. 

And  finally,  what  effect  will  these  sales 
have  Upon  the  availability  of  funds  in  the 
money  market?  Money  is  the  tightest 
since  the  end  of  the  Eisenhower  reces¬ 
sion  back  in  1960,  according  to  the  Fed¬ 
eral  Reserve  Bulletin.  Rather  than  ease 
the  strain  upon  the  availability  of  funds 
in  the  United  States,  the  administration 
seems  intent  upon  further  restriction  of 
that  supply.  This  is  what  the  sale  of 
these  participations  will  do.  We  have  al¬ 
ready  enacted  the  corporate  speedup  on 
income  tax  payments,  and  the  speedup 
of  personal  income  tax  withholding 
which  helped  to  dry  up  available  funds. 
Now,  on  top  of  the  already  overburdened 
money  market  operations,  the  passage  of 
this  bill  removes  $4.7  billion  of  available 
funds  out  of  the  private  sector  for  use  in 
the  public  sector. 

This  further  constriction  of  the  funds 
available  to  the  private  sector  can  only 
result  in  higher  interest  rates.  It  is  a 
never  ending  upward  spiral  being  en¬ 
couraged  by  the  actions  of  the  Federal 
Reserve  Board  and  the  Treasury  Depart¬ 
ment. 

Mr.  HART.  Mr.  President,  the  able 
Senator  from  Maine  [Mr.  Muskie]  has 
developed  clearly  the  issues  drawn  by 
the  pending  proposal,  as  now  amended. 
The  bill  has  my  support.  I  believe  there 
is  value  in  reading  the  editorial  in  the 
Newark  Evening  News  on  the  President’s 
request  for  permanent  authority  to 
broaden  private  participation  in  the 
Government’s  multibillion  loan  business. 

The  paper  points  out  that  this  “would 
not  be  an  innovation  in  Federal  finance,” 
and  adds  that  “sale,  on  a  limited  scale, 
of  Government  financial  assets  origi¬ 
nated  in  the  Eisenhower  administration 
and  has  since  been  national  policy.” 

It  is  the  opinion  of  the  paper  that  “the 
pool  sales  certainly  would  have  an  anti- 
inflationary  affect  by  draining  off  several 
billions  from  the  economy.” 

The  editorial  bears  on  the  issue  and, 
I  ask  permission  of  my  colleagues  to  in- 
include  the  article  in  its  entirely  in  the 
Record. 

There  being  no  objection,  the  editorial 
was  ordered  to  be  printed  in  the  Record, 
as  follows: 

[From  the  Newark  (N.J.)  Evening  News, 
Apr.  23,  1966] 

U.S.  Loan  Pool 

President  Johnson’s  request  to  Congress 
for  permanent  authority  to  broaden  private 
participation  in  the  Government’s  multi¬ 
billion  loan  business  would  not  be  an  inno- 
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vation  in  Federal  finance.  Sale,  on  a  lim¬ 
ited  scale,  of  Government  financial  assets 
originated  in  the  Eisenhower  administration 
and  has  since  been  national  policy. 

The  administration’s  purpose  is  to  expand 
the  sales.  The  legislation  would  authorize 
creation  of  a  giant  pooling  of  Government 
holdings  in  about  100  lending  programs. 
Participations  in  the  pool  would  be  sold  to 
individual  investors,  as  well  as  financial  in¬ 
stitutions  such  as  banks  and  insurance  com¬ 
panies. 

The  pooled  loans  would  include  those 
made  for  a  variety  of  purposes,  among  them 
private  housing,  education,  college  dormi¬ 
tories  and  small  businesses.  The  device  is 
already  in  use  by  the  Veterans’  Administra¬ 
tion,  Federal  National  Mortgage  Association, 
and  the  Export-Import  Bank. 

Mr.  Johnson’s  hope  to  sell  $4.7  billion  of 
loans  through  the  pools  in  the  next  fiscal 
year  may,  however,  be  delayed  in  Congress 
which  is  split  on  the  proposal  along  party 
lines.  His  explanation  that  the  sales  would 
"permit  us  to  conserve  our  budget  resources 
by  substituting  private  for  public  credit”  is 
precisely  the  reason  a  number  of  congres¬ 
sional  Republicans  have  attacked  the  plan. 

They  see  the  proposal  as  a  bookkeeping 
expedient  to  make  his  budget  look  good.  In 
effect,  proceeds  from  the  pool  sales  would 
show  up  as  a  reduction  in  Federal  expendi¬ 
tures.  Thus,  instead  of  the  $6.5  billion  defi¬ 
cit  Republican  critics  now  foresee  for  the 
budget,  the  red  ink  could  amount  to  only 
$1.8  billion  as  Mr.  Johnson  estimated  in 
January. 

Another  major  objection  is  the  added  cost 
to  taxpayers.  Presumably  the  pool  partici¬ 
pations  will  be  sold  at  a  higher  rate  of  in¬ 
terest  than  the  original  loans.  The  most 
recent  sale  of  FNMA  certificates,  for  exam¬ 
ple,  provided  yields  up  to  5%  percent. 

Republican  objection  to  the  higher  inter¬ 
est  rate  is  not  quite  according  to  form.  In 
surprising  contrast,  is  acceptance  thus  far  of 
Mr.  Johnson’s  proposal  by  the  cheap  money 
bloc  led  by  Representative  Wright  Patman, 
of  Texas,  chairman  of  the  House  Banking 
Committee. 

If  Mr.  Johnson  succeeds  in  keeping  the 
deficit  down  by  means  of  the  pool  sale,  or 
even  the  simple  method  of  reducing  actual 
spending,  he  would,  of'  course  deprive  the 
GOP  of  an  issue  in  the  November  election. 
Yet  whatever  virtues  or  shortcomings  his 
proposal  may  have,  the  pool  sales  certainly 
would  have  an  anti-inflationary  effect  by 
draining  off  several  billions  from  the  econ¬ 
omy. 

Mr.  MUSKIE.  Mr.  President,  I  ask 
unanimous  consent  that  the  amendment 
on  page  2,  just  adopted,  be  reconsidered, 
so  I  may  propose  a  modification. 

Mr.  WILLIAMS  of  Delaware.  Mr. 
President,  I  ask  unanimous  consent  that 
there  be  an  order  to  offer  the  amendment. 

The  PRESIDING  OFFICER.  Without 
objection,  it  is  so  ordered. 

The  adoption  of  the  amendment  is 
reconsidered. 

Mr.  MUSKIE.  Mr.  President,  I  would 
like  to  modify  the  amendment  that  we 
adopted,  on  page  2,  which  listed  the  pro¬ 
grams  specifically  which  would  be  in¬ 
cluded  under  the  provisions  of  the  bill 
that  has  to  do  with  Farmers  Home  Ad¬ 
ministration  loans,  to  restrict  them  to 
loans  for  farm  ownership,  rural  housing, 
and  crop  production. 

The  PRESIDING  OFFICER.  The 
clerk  will  report  the  change. 

Mr.  WILLIAMS  of  Delaware.  Mr. 
President,  will  the  Senator  yield  for  one 
question? 

Mr.  MUSKIE.  I  would  be  happy  to 
yield  to  the  Senator. 


Mr.  WILLIAMS  of  Delaware.  I  will 
state  the  objection. 

The  PRESIDING  OFFICER.  The 
modification  of  the  amendment  will  be 
stated. 

The  Legislative  Clerk.  In  the 
amendment  on  page  2,  subsection  2,  fol¬ 
lowing  the  words  “Farmers  Home  Ad¬ 
ministration,”  it  is  proposed  to  delete 
the  semicolon  and  insert  the  following: 
“(with  respect  only  to  loans  for  land 
acquisition,  rural  housing,  and  crop 
production) 

Mr.  MUSKIE.  I  yield  to  the  Senator 
from  Delaware. 

Mr.  WILLIAMS  of  Delaware.  Mr. 
President,  it  is  my  understanding  that 
this  will  further  restrict  the  authority 
and  reduce  it  somewhat  from  the  $10.9 
billion. 

This  is  a  further  restriction,  and,  there¬ 
fore,  I  congratulate  the  Senator.  I  hope 
that  we  can  restrict  it  further.  However, 
this  is  a  step  in  the  right  direction. 

Mr.  MUSKIE.  I  thank  the  Senator. 

Mr.  HOLLAND.  Mr.  President,  the 
Senator  from  Florida  has  mixed  feeling 
about  this,  but  he  has  only  agreed  to  this 
amendment,  so  far  as  he  is  concerned. 

This  would  restrict  the  hypothecation 
of  paper  in  the  hands  of  the  Farmers 
Home  Administration  to  that  acquired 
by  reason  of  direct  loans  only  for  three 
traditional  and  normal  activities  of  the 
Farmers  Home  Administration:  namely, 
land  acquisition,  crop  production,  and 
rural  housing. 

That  leaves  out  the  emergency  loans 
which  are  approximately  $100  million 
right  now.  It  leaves  out  soil  and  water 
loans  which  are  small  in  amount  now, 
but  which  the  agency  is  trying  to  in¬ 
crease  greatly  in  scope  of  activity. 

It  leaves  out  loans  for  recreational 
development.  It  leaves  out  all  other, 
what  I  would  call,  untried  experimental 
loans  that  are  being  made,  such  as  hous¬ 
ing  for  elderly,  and  other  type  loans 
which  really  are  new  and  untried,  or  have 
no  legitimate  connection  with  agricul¬ 
ture. 

Mr.  HRUSKA.  Mr.  President,  will  the 
Senator  yield? 

Mr.  HOLLAND.  I  would  like  to  have 
the  Senator  understand  two  things. 
First,  this  agreement  is  made  only  for 
myself:  and,  second,  I  recognize  the  fact 
that  this  leaves  three  of  the  largest 
securities  under  the  coverage  of  the  bill. 

I  think  there  is  more  case  for  leaving 
those  three  under  the  bill.  That  is  the 
reason  why  I  have  agreed  to  do  it. 

I  wish  to  put  a  note  of  warning  in  the 
debate  at  this  time.  It  is  my  belief  it 
will  be  found  that  this  class  of  securities 
will  not  be  highly  useful  when  it  comes 
to  hypothecation.  I  remind  the  Senate 
that  every  dime  recommended  by  the 
Farmers  Home  Administration  in  its 
traditional  activities  is  on  a  substandard 
loan. 

In  other  words,  if  a  person  who  wishes 
a  loan  can  get  it  from  a.  commercial  bank 
he  cannot  borrow  from  Farmers  Home 
Administration. 

If  he  can  get  it  from  Farm  Credit  Ad¬ 
ministration  he  cannot  borrow  from  the 
Farmers  Home  Administration.  That 
being  the  case,  everybody  knows  that 
their  portfolio  of  securities  is  a  portfolio 
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of  substandard  securities,  and  I  think  it 
is  the  least  useful  one  of  the  group  of 
securities  included  in  the  provisions  of 
this  very  broad  bill. 

I  am  willing  for  the  Farmers  Home 
Administration  to  remain  in  the  bill, 
provided  the  activities  in  the  bill  are 
limited  to  these  three  traditional  fields 
of  operation. 

Mr.  HRUSKA.  Mr.  President,  will  the 
Senator  yield? 

Mr.  HOLLAND.  I  yield. 

Mr.  HRUSKA.  What  type  loan  is  in¬ 
cluded  in  the  category  land  acquisition? 

Mr.  HOLLAND.  My  understanding  is 
that  it  would  include  the  original  Bank- 
head-Jones  purpose  loans  of  helping  a 
tenant  acquire  his  farm  and  later  ex¬ 
tension  of  that  under  which  small  farm¬ 
ers  have  been  helped  to  enlarge  their 
holdings  to  reach  an  economic  size  for 
production. 

That  is  my  understanding.  If  the 
Senator  from  Maine  has  a  different  un¬ 
derstanding  I  would  be  happy  to  have 
him  state  it. 

Mr.  HRUSKA.  Would  it  be  for  agri¬ 
cultural  purposes  as  opposed  to  newer 
purposes  of  land  acquisition? 

Mr.  HOLLAND.  My  purpose  and  hope 
was  to  confine  it  to  traditional  activities 
for  agricultural  purposes.  I  do  not  know 
if  that  is  the  word.  It  is  limited  to  that. 
We  could  not  get  a  copy  of  the  bill. 

I  am  willing  to  state  for  the  Record  my 
understanding  of  the  amendment. 

This  would  confine  it  to  land  acquisi¬ 
tion.  It  would  confine  the  paper  to 
land  acquisition  that  is  within  the  orig¬ 
inal  scope  of  helping  the  tenant  to  ac¬ 
quire  his  farm  or  helping  him  to  en¬ 
large  his  uneconomical  farm.  It  is  not 
for  recreational  use  or  those  uses  not 
within  the  original  purview  of  the  Farm¬ 
ers  Home  Administration. 

Mr.  HRUSKA.  That  description  as 
part  of  the  legislative  history  will  be 
helpful. 

Mr.  HOLLAND.  I  can  speak  only  for 
myself.  If  the  Senator  from  Maine  has 
a  different  point  of  view,  he  can  explain 
it. 

Mr.  MUSKIE.  The  Senator  from 
Florida  stated  my  understanding  of  the 
[provision.  It  includes  farmownership 
loans,  direct  operating  loans,  and  rural 
housing  loans. 

The  PRESIDING  OFFICER.  The 

question  is  on  agreeing  to  the  amend¬ 
ment,  as  modified. 

The  amendment,  as  modified  was 

agreed  to. 

The  PRESIDING  OFFICER.  The 

bill  is  open  to  further  amendment.  If 

there  be  no  further  amendment  to  be 
proposed,  the  question  is  on  the  en¬ 
grossment  and  third  reading  of  the  bill. 

The  bill  (S.  3283)  was  ordered  to  be 
engrossed  for  a  third  reading. 

The  bill  was  read  the  third  time. 

Mr.  DIRKSEN.  Mr.  President,  is  a 
rollcall  now  in  order? 

The  PRESIDING  OFFICER.  Yes. 

Mr.  DIRKSEN.  Have  the  yeas  and 
nays  been  ordered? 

The  PRESIDING  OFFICER.  Yes. 


LEGISLATIVE  PROGRAM 

Mr.  DIRKSEN.  Before  we  have  the 
yea-and-nay  vote,  I  would  like  to  ask  the 
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majority  leader  about  the  program  for 
the  remainder  of  the  day  and  the  re¬ 
mainder  of  the  week  if  he  can  presently 
tell  us. 

Mr.  MANSFIELD.  With  the  votmg 
on  the  pending  measure  completed,  that 
will  finish  business  of  the  Senate  for  to¬ 
day.  Then  we  are  going  over  until 
Monday,  at  which  time  we  will  take  up 
various  bills  out  of  the  Armed  Services 
Committee  and  attend  to  other  matters 
as  they  may  arise. 

Sometime  next  week  the  Atomic  En¬ 
ergy  Commission  authorization  will  be 
taken  up  by  the  senior  Senator  from 
Rhode  Island  [Mr.  Pastore], 

Mr.  DIRKSEN.  May  I  inquire  about 
the  Interior  Department  appropriation 
bill? 

Mr.  MANSFIELD.  We  hope  that  that 
bill  may  be  ready  next  week,  as  well  as 
the  Treasury-Post  Office  appropriation 
bill,  but  we  are  not  absolutely  certain. 

Mr.  DIRKSEN.  I  thank  the  majority 
leader. 


PARTICIPATION  SALES  ACT  OF  1966 

The  Senate  resumed  the  consideration 
of  the  bill  (S.  3283)  to  promote  private 
financing  of  credit  needs  and  to  provide 
for  an  efficient  and  orderly  method  of 
liquidating  financial  assets  held  by  Fed¬ 
eral  credit  agencies,  and  for  other 
purposes. 

Mr.  LAUSCHE.  Mr.  President,  in  1959 
I  voted  against  a  proposal  substantially 
identical  to  the  one  that  is  before  the 
Senate  tonight.  President  Eisenhower 
sought  to  dispose  of  capital  assets  in 
order  to  procure  liquid  dollars  with 
which  to  operate  the  Government.  His 
program  was  opposed.  I  voted  against 
his  proposal  because  I  thought  it  was 
unsound  to  sell  capital  assets  in  order 
to  finance  current  operations.  Today, 
President  Johnson  is  asking  for  the  same 
right  that  was  embodied  in  the  program 
of  President  Eisenhower  in  1959. 

I  voted  against  the  proposal  of  Presi¬ 
dent  Eisenhower,  and  I  shall  vote  against 
the  proposal  of  President  Johnson.  I 
disagree  with  the  proposal  that  it  is  pos¬ 
sible  to  finance  current  operations  by 
selling  capital  assets.  It  is  wrong  in  the 
home,  it  is  wrong  with  the  individual, 
and  it  is  wrong  with  Government. 

The  PRESIDING  OFFICER.  The  bill 
having  been  read  the  third  time,  the 
question  is,  shall  it  pass?  The  yeas  and 
nays  have  been  ordered,  and  the  clerk 
will  call  the  roll. 

The  legislative  clerk  called  the  roll. 

Mr.  LONG  of  Louisiana.  I  announce 
that  the  Senator  from  Tennessee  [Mr. 
Bass],  the  Senator  from  Indiana  [Mr. 
Bayh],  the  Senator  from  Virginia  [Mr. 
Byrd],  the  Senator  from  Idaho  [Mr. 
Church]  ,  the  Senator  from  Pennsyvania 
[Mr.  Clark],  the  Senator  from  Con¬ 
necticut  [Mr.  Dodd],  the  Senator  from 
Mississippi  [Mr.  Eastland],  the  Senator 
from  Arkansas  [Mr.  Fulbright],  the 
Senator  from  Tennessee  [Mr.  Gore],  the 
Senator  from  Oklahoma  [Mr.  Harris], 
the  Senator  from  Arizona  [Mr.  Hayden], 
the  Senator  from  Masachusetts  [Mr. 
Kennedy]  ,  the  Senator  from  Washington 
[Mr.  Magnuson],  the  Senator  from  South 
Dakota  [Mr.  McGovern],  the  Senator 
from  Oregon  [Mr.  Morse],  the  Senator 


from  Rhode  Island  [Mr.  Pastore],  the 
Senator  from  Georgia  [Mr.  Russell]  ,  the 
Senator  from  Missouri  [Mr.  Symington], 
the  Senator  from  Alabama  [Mr.  Spark¬ 
man],  and  the  Senator  from  Maryland 
[Mr.  Tydings]  are  absent  on  official 
business. 

I  also  announce  that  the  Senator  from 
New  Mexico,  [Mr.  Anderson],  the  Sen¬ 
ator  from  Alaska  [Mr.  Bartlett],  the 
Senator  from  Maryland  [Mr.  Brewster], 
the  Senator  from  North  Carolina  [Mr. 
Ervin],  the  Senator  from  New  Mexico 
[Mr.  Montoya],  the  Senator  from  Utah 
[Mr.  Moss],  the  Senator  from  Wisconsin 
[Mr.  Nelson],  the  Senator  from  West 
Virginia  [Mr.  Randolph],  the  Senator 
from  South  Carolina  [Mr.  Russell],  the 
Senator  from  Florida  [Mr.  Smathers], 
and  the  Senator  from  Ohio  [Mr.  Young]  , 
are  necessarily  absent. 

I  further  announce  that,  if  present  and 
voting,  the  Senator  from  Alaska  [Mr. 
Bartlett],  the  Senator  from  Indiana 
[Mr.  Bayh],  the  Senator  from  Virginia 
[Mr.  Byrd]  ,  the  Senator  from  Idaho  [Mr. 
Church],  the  Senator  from  Pennsyl¬ 
vania  [Mr.  Clark],  the  Senator  from 
Connecticut  [Mr.  Dodd],  the  Senator 
from  Massachusetts  [Mr.  Kennedy],  the 
Senator  from  South  Dakota  [Mr.  Mc¬ 
Govern],  the  Senator  from  New  Mexico 
[Mr,  Montoya],  the  Senator  from  Ore¬ 
gon  [Mr.  Morse]  ,  the  Senator  from  Utah 
[Mr.  Moss],  the  Senator  from  Rhode 
Island  [Mr.  Pastore],  the  Senator  from 
Florida  [Mr.  Smathers],  the  Senator 
from  Maryland  [Mr.  Tydings],  and  the 
Senator  from  Ohio  [Mr.  Young],  would 
each  vote  “yea.” 

On  this  vote  the  Senator  from  Tennes¬ 
see  [Mr.  Gore]  is  paired  with  the  Sena¬ 
tor  from  Oklahoma  [Mr.  Harris].  If 
present  and  voting,  the  Senator  from 
Tennessee  would  vote  “nay”  and  the 
Senator  from  Oklahoma  would  vote 
“yea.” 

On  this  vote,  the  Senator  from  Mary¬ 
land  [Mr.  Brewster]  is  paired  with  the 
Senator  from  North  Carolina  [Mr. 
Ervin]  .  If  present  and  voting,  the  Sena¬ 
tor  from  Maryland  would  vote  “yea” 
and  the  Senator  from  North  Carolina 
would  vote  “nay.” 

On  this  vote,  the  Senator  from  West 
Virginia  [Mr.  Randolph]  is  paired  with 
the  Senator  from  South  Carolina  [Mr. 
Thurmond].  If  present  and  voting,  the 
Senator  from  West  Virginia  would  vote 
“yea”  and  the  Senator  from  South 
Carolina  would  vote  “nay.” 

Mr.  KUCHEL.  I  announce  that  the 
Senator  from  Hawaii  [Mr.  Fong]  is  ab¬ 
sent  on  official  business. 

The  Senator  from  Vermont  [Mr. 
Aiken],  the  Senator  from  California 
[Mr.  Murphy],  the  Senator  from  Kan¬ 
sas  [Mr.  Pearson],  the  Senator  from 
Massachusetts  [Mr.  SaltonstallI  ,  the 
Senator  from  South  Carolina  [Mr.  Thur¬ 
mond],  and  the  Senator  from  Texas  [Mr. 
Tower]  are  necessarily  absent. 

If  present  and  voting,  the  Senator 
from  Hawaii  [Mr.  Fong],  the  Senator 
from  California  [Mr.  Murphy],  the  Sen¬ 
ator  from  Kansas  [Mr.  Pearson],  the 
Senator  from  Massachusetts  [Mr.  Sal- 
tonstall],  and  the  Senator  from  Texas 
[Mr.  Tower]  would  each  vote  “nay.” 

On  this  vote,  the  Senator  from  South 


Carolina  [Mr.  Thurmond]  is  paired  with 
the  Senator  from  West  Virginia  [Mr. 
Randolph].  If  present  and  voting,  the 
Senator  from  South  Carolina  would  vote 
“nay”  and  the  Senator  from  West  Vir¬ 
ginia  would  vote  “yea.” 

The  result  was  announced — yeas  39, 
nays  22,  as  follows: 

| No.  73  Leg.] 

YEAS— 39 


Bible 

Javits 

Muskie 

Byrd,  W.  Va. 

Jordan,  N.C. 

Neuberger 

Cannon 

Kennedy,  N.Y. 

Pell 

Case 

Long,  Mo. 

Prouty 

Douglas 

Long,  La. 

Proxmire 

Ellender 

Mansfield 

Ribicoff 

Gruening 

McCarthy 

Robertson 

Hart 

McClellan 

Scott 

Hartke 

McGee 

Smith 

Hill 

McIntyre 

Stennis 

Holland 

Metcalf 

Talmadge 

Inouye 

Mondale 

Williams,  N.J. 

Jackson 

Monroney 

NAYS— 22 

Yarborough 

Allott 

Dirksen 

Miller 

Bennett 

Dominick 

Morton 

Boggs 

Fannin 

Mundt 

Burdick 

Hickenlooper 

Simpson 

Carlson 

Hruska 

Williams,  Del. 

Cooper 

Jordan,  Idaho 

Young,  N,  Dak. 

Cotton 

Kuchel 

Curtis 

Lausche 

NOT  VOTING — 38 

Aiken 

Fulbright 

Pearson 

Anderson 

Gore 

Randolph 

Bartlett 

Harris 

Russell,  S.C. 

Bass 

Hayden 

Russell,  Ga. 

Bayh 

Kennedy,  Mass.  Saltonstall 

Brewster 

Magnuson 

Smathers 

Byrd,  Va. 

McGovern 

Sparkman 

Church 

Montoya 

Symington 

Clark 

Morse 

Thurmond 

Dodd 

Moss 

Tower 

Eastland 

Murphy 

Tydings 

Ervin 

Nelson 

Young,  Ohio 

Pong 

Pastore 

So  the  bill  (S.  3283)  was  passed. 

Mr.  MUSKIE.  Mr.  President,  I  move 
to  reconsider  the  vote  by  which  the  bill 
was  passed. 

Mr.  MANSFIELD.  Mr.  President,  I 
move  to  lay  that  motion  on  the  table. 

The  motion  to  lay  on  the  table  was 
agreed  to. 

Mr.  MANSFIELD.  Mr.  President,  the 
distinguished  junior  Senator  from 
Maine  [Mr.  Muskie],  handled  the  par¬ 
ticipation  sales  measure  with  skillful 
and  articulate  advocacy  of  the  highest 
order.  At  once  vigorous  and  diplomatic, 
his  presentation  of  the  proposal  assured 
Senate  approval. 

The  success  was  characteristic.  It 
was  achieved  by  clear  and  convincing 
explanations  of  the  proposal’s  effects,  ob¬ 
viously  broad  knowledge  of  its  various 
provisions,  and  sharp  appreciation  of  the 
issues  involved.  But  these  are  the  capa¬ 
cities  applied  to  all  legislative  measures 
handled  by  the  distinguished  Senator 
from  Maine. 

He  is  a  Senator  whose  service  in  this 
body  has  been  characterized  consistently 
by  a  devotion  to  excellence  which  is  un¬ 
matched.  This  is  especially  true  when 
his  great  talents  are  devoted  to  the  han¬ 
dling  of  legislative  proposals  as  they 
come  for  action  to  the  Senate  floor.  So 
today,  his  handling  of  this  legislation 
attests  amply  to  the  high  quality  of  the 
service  he  renders.  Witnessed  was  a 
ready  grasp  of  the  complex  technicalities 
of  the  measure  coupled  with  a  profound 
analysis  of  its  financial  consequences. 
Such  a  combination  assured  the  success 
of  the  proposal.  Such  an  achievement 
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is  just  one  more  in  a  long  line  of  great 
contributions  by  the  Senator  from 
Maine. 

As  always,  we  are  grateful  to  other 
Members  of  this  body  whose  diligence 
and  strong  efforts  were  responsible  to  a 
large  degree  for  favorable  Senate  action 
on  this  measure  today.  Outstanding 
was  the  contribution  of  the  senior  Sen¬ 
ator  from  Illinois  [Mr.  Douglas!  whose 
faithful  presence  on  the  floor  during 
most  of  the  consideration  of  the  proposal 
was  joined  frequently  with  his  typically 
brilliant  support  to  assure  success.  Also, 
the  junior  Senator  from  South  Dakota 
[Mr.  McGovern!  added  his  capable  ef¬ 
forts  to  obtain  Senate  approval.  So  too, 
the  efforts  of  the  junior  Senator  from 
Louisiana  [Mr.  Long! — that  knowledge¬ 
able  chairman  of  the  Committee  on  Fi¬ 
nance — helped  to  achieve  success. 

But  cooperation  also  played  an  im¬ 
portant  role  in  obtaining  orderly  and 
efficient  action.  To  those  Senators  who 
joined  to  oppose  the  measure  but  who 
nevertheless  sought  not  to  impede  its 
disposition,  we  are  indebted.  Commen¬ 
dation  thus  goes  to  the  senior  Senator 
from  Utah  [Mr.  Bennett!  ,~  the  ranking 
minority  member  of  the  committee, 
whose  generous  cooperation  is  always 
appreciated.  Similarly,  the  senior  Sen¬ 
ators  from  Delaware  [Mr.  Williams!  and 
Massachusetts  [Mr.  Saltonstall!,  joined 
by  the  very  able  minority  leader  [Mr. 
Dirksen!  and  others,  were  characteris¬ 
tically  sincere  and  strong  in  their  oppo¬ 
sition;  characteristically  too,  they  were 
fair  in  assuring  orderly  disposition. 

Finally,  we  are  once  again  grateful  to 
the  Senate  as  a  whole  for  another 
achievement  obtained  swiftly,  yet  or¬ 
derly  and  with  mutual  respect  for  the 
views  of  all. 


ADMINISTRATION  FAILURES  IN 
VIETNAM  WAR 

Mr.  CURTIS.  Mr.  President,  every 
thoughtful  American  is  disturbed  about 
the  failures  of  the  administration  in 
reference  to  the  Vietnam  war. 

American  boys  have  been  committed  to 
fight  in  a  far-removed  place  where  th< 
odds  are  most  difficult.  It  is  indee 
tragic  that  our  fighting  men  should  h/ve 
to  contend  with  any  shortages  whatever. 
This  country  is  capable  of  better  support 
for  our  fighting  men  than  they/are  re¬ 
ceiving.  It  matters  not  what  tile  short¬ 
ages  are,  nor  what  the  particular  cir¬ 
cumstances  are. 

Individuals  in  the  Hous£  and  Senate, 
devoted  to  the  cause  of/bringing  about 
peace  and  staying  out  ai  war,  have  time 
and  again  raised  serious  questions  con¬ 
cerning  the  policies,  decisions,  state¬ 
ments,  and  record'  of  the  Secretary  of 
Defense.  Reading  what  is  said  on  all 
sides  of  this  controversy  raises  a  ques¬ 
tion  of  creditamy. 

Mr.  President,  I  ask  unanimous  con¬ 
sent  to  hq/e  printed  at  this  point  in  the 
Record  an  editorial  by  Robert  Hotz  from 
the  M^y  2,  1966,  issue  of  the  magazine, 
Aviation  Week  &  Space  Technology. 

'Diere  being  no  objection,  the  editorial 
w^&  ordered  to  be  printed  in  the  Record, 
ass  follows: 


The  Credibility  Gap  Widens 
(By  Robert  Hotz) 

Congressional  criticism  of  Defense  Secre¬ 
tary  Robert  S.  McNamara  has  risen  in  an  un¬ 
precedented  crescendo  during  recent  weeks 
over  a  wide  variety  of  issues  including  man¬ 
agement  of  the  Vietnam  war,  development  of 
new  manned  bombers  and  the  combat  read¬ 
iness  of  U.S.  forces  not  already  committed 
to  southeast  Asia.  Unfortunately,  Mr.  Mc¬ 
Namara’s  replies  to  these  critics  have  been 
characterized  by  an  increasing  flow  of  in¬ 
vective  and  irrelevant  statistics  that  carry 
the  arguments  oS  tangentially  from  the 
points  at  issue. 

For  a  man  who  has  always  publicly  prided 
himself  on  hewing  to  the  facts  wherever  they 
may  fall,  Mr.  McNamara  made  some  amaz¬ 
ing  statements  in  his  recent  3 -hour  testimony 
before  the  Senate  Foreign  Relations  Commit¬ 
tee.  Since  Mr.  McNamara  has  retorted 
“baloney”  to  some  of  his  critics’  allegations 
and  “shocking  distortion”  to  others,  we  feel 
it  only  fair  to  point  out  some  of  the  signifi¬ 
cant  “baloney”  and  distortion  in  Mr.  Mc¬ 
Namara’s  dazzling  performance  before  Sena¬ 
tor  Fulbright’s  committee. 

Mr.  McNamara,  in  attempting  to  answer 
Scharges  of  bomb  shortages  in  Vietnam,  told 
the  committee: 

‘•‘The  reason  why  they  [USAF]  thougl 
750-pound  bombs  were  surplus  in  1964 
that  nobody  contemplated  that  the  IVo2s, 
design^  for  nuclear  operations,  wouW  be 
carrying\jut  750-pound  conventionaj/bomb- 
ing  operations.  *  *  *  The  use  of  B-S^Sombers, 
not  in  nuclear  operations  but  in/  dropping 
750-pound  bitoibs  50  at  a  craclpf  was  never 
conceived  of. 

SAC  BOBBING  PROFICIENCY 

This  is  simplyXnot  truA  Strategic  Air 
Command  trained  hpth  its  B-47  and  B-52 
crews  on  a  quarterly  basis  from  1958  through 
1961  to  keep  proflci^t  in  dropping  iron 
bombs  from  internal  bhmb  bays.  The  re¬ 
quirement  was  dropped  in\1962  but  resumed 
in  1963  at  the  insistence  \}f  Gen.  Thomas 
Sarsfield  Power/then  SAC  commander.  In 
March  1964,  General  Power  intensified  SAC 
crew  training/ with  iron  bombsNand  in  May 
1964,  initialed  a  program  to  install  external 
racks  to  increase  the  iron  bomb’.,  load  on 
some  Bt82s.  Actual  tests  of  this  configura¬ 
tion  higan  at  Eglin  AFB  in  Augusts,  1964. 
Whet/ escalation  of  the  Vietnam  war  in\1965 
produced  an  urgent  requirement  for  large 
quantities  of  iron  bombs  to  saturate  targe! 

short  periods  of  time,  the  SAC  B-52  crews 
''were  already  trained  and  equipped  to  do  this 
Job. 

Mr.  McNamara  emphasized  to  the  commit¬ 
tee  that  the  1,600  U.S.  military  helicopters 
now  in  Vietnam  are  more  than  all  U.S. 
forces  had  when  he  became  secretary  of  de¬ 
fense  and  more  than  either  the  rest  of  the 
free  world  has  or  are  in  the  combined  Sino- 
Soviet  inventory.  This  is  perfectly  true,  but 
it  conveniently  ignores  the  fact  that  this 
Vietnam  force  level  has  been  achieved  only 
by  stripping  modern  helicopters  from  other 
U.S.  combat  forces.  It  overlooks  the  perti¬ 
nent  fact  that  Mr.  McNamara  for  several 
years  drastically  cut  Army  budget  requests 
for  helicopters  on  the  ground  that  they 
would  not  be  needed.  He  is  now  pouring 
money  into  a  crash  helicopter  production 
program  that  proves  more  conclusively  than 
any  words  that  the  Army’s  judgment  on  heli¬ 
copter  requirements  was  far  more  accurate 
than  Mr.  McNamara’s. 

Similarly  he  explained  the  tremendous  de¬ 
mand  for  2.75-inch  rockets  in  Vietnam  as 
due  to  the  Army’s  discovery  there  for  the  first 
time  that  it  needed  armament  for  its  heli¬ 
copters.  The  fact  is  that  the  Army  has  been 
trying  to  develop  armed  helicopters  since  the 
early  1960’s,  only  to  be  denied  the  dollars  by 
the  Secretary  of  Defense.  Because  of  this 


the  Army  helicopters  in  Vietnam  still 
jury-rigged  armament,  and  the  first  purcha 
of  a  helicopter  specifically  designed  ancL*le- 
veloped  with  armament  was  not  authorized 
by  Department  of  Defense  until  1966/ 

KOREAN  WAR  SURPLUS 

Another  statement  that  will  sjrfock  those 
who  have  been  in  the  defense/ business  a 
great  deal  longer  than  Mr.  McNamara  was  his 
assertion  to  the  Senate  committee  that  "it  is 
really  immoral  to  spend  $>2  billion  of  this 
Nation’s  resources  for 'surplus  as  we  did  dur¬ 
ing  the  Korean  war,”  ana  that  he  intends  to 
buy  everything  needed/Tor  Vietnam  but  not 
one  thing  more.  Again  Mr.  McNamara  con¬ 
veniently  overlook^/ the  fact  that  in  the 
Korean  war  this  country  mobilized  not  only 
to  combat  the  l/orth  Korean  and  Chinese 
armies  in  Korea;  but  also  to  meet  the  possi¬ 
bility  of  Russian  intervention  and  a  third 
world  war.  /By  this  action.  President  Tru¬ 
man  and  His  defense  chiefs  unquestionably 
averted  tfie  outbreak  of  another  general  war 
and  discouraged  the  spread  of  Soviet  aggres¬ 
sion  ta  Europe. 

If/Mr.  McNamara  really  believes  it  is  possi- 
bly'to  fight  and  win  a  war  killing  the  last 
eiremy  with  the  last  bullet  as  the  last  soldier 
fats  the  last  can  of  beans  in  the  quarter¬ 
master’s  stores,  this  Nation  faces  serious 
trouble  ahead.  Events  have  already  proved 
that  some  of  Mr.  McNamara’s  military  judg¬ 
ments  have  not  been  as  sound  as  he  imag¬ 
ined.  But  if  he  persists  in  trying  to  budget 
the  Vietnam  war  or  any  other  military  con¬ 
frontation  with  the  goal  of  emerging  with 
no  surplus  materiel,  he  will  actually  be  budg¬ 
eting  shortages  in  combat  equipment  for  the 
future.  War  is  an  illogical  and  wasteful 
enterprise  that  inevitably  defies  the  efforts 
of  man  to  calculate  its  fury  precisely. 

Almost  2  years  ago  we  warned  that  a  credi¬ 
bility  gap  was  widening  between  the  events 
transpiring  in  Vietnam  and  the  versions  of 
them  that  Mr.  McNamara  was  dispensing  to 
the  American  people.  Mr.  McNamara’s  re¬ 
cent  exercises  in  revising  history  and  at¬ 
tempting  to  dazzle  his  congressional  critics 
with  irrelevant  statistics  are  further  widen¬ 
ing  this  credibility  gap.  Unfortunately,  this 
is  the  very  time  that  the  increasing  U.S. 
involvement  in  the  Vietnam  war  requires  the 
clearest  public  understanding  of  this  military 
effort  and  the  foreign  policy  on  which  it  is 
based. 


TRAFFIC  SAFETY  ACT- 
AMENDMENT  NO.  537 

Mr.  MONDALE.  Mr.  President,  I  ask 
lanimous  consent  that  a  fine  editorial 
from  the  Washington  Post  of  May  2, 
196 disentitled  “Next,”  recommending  the 
inclusion  of  Amendment  No.  537  in  the 
Traffic'Safety  Act  legislation  be  printed 
at  this  jRfint  in  the  Record. 

There  being  no  objection,  the  editorial 
was  orderedNp  be  printed  in  the  Record, 
as  follows: 

[From  the  Washington  Post,  May  2,  1966] 

fEXT? 

In  April  alone,  the  public  has  learned  that: 
Lincoln  has  told  dealers  to  recall  40,000 
Continentals  to  repair  avbraking  defect. 

Buick  told  dealers  last  December  to  recall 
certain  1964  models  ,for  a  possibly  trouble¬ 
some  brake  condition. 

Chrysler  Corp.,  told  dealers Nn  November 
1964,  to  recall  certain  Plymouth^.  Chryslers, 
and  Dodges  for  a  welding  job  on\^  steering 
bracket. 

Ford  told  30,000  owners  of  1965  c^s  that 
their  ride  could  be  improved  by  a  change 
in  the  rear  suspension,  not  saying  that  their 
cars  could  go  out  of  control  if  a  suspension 
arm  broke. 
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HIGHLTGHTSj  House  Ruies  Committee  cleared  participation  sales  bill.  Rep.  Talcott 
criticized  this  bill.  Rep.  Quie  chafed  USDA  withV'misuse  of  farm  policy  to  manipu- 

1  Stated  C/fc-Price  squeeze\annot  be  borne  by  agricultural 
onomy  indefinitely.  x  v 


1.  LABOR  STANJ^RDS.  The  Rules  Committee  reported  a  resolution  for  cons  i^ierat  ion  of 
H.  R.  13712,  to  amend  the  Fair  Labor  Standards  Act  of  1938  to  extend  i\s  pro¬ 
tection  to  additional  employees  and  to  raise  the  minimum  wage  (p.  9846)\  This 
bill/extends  the  minimum-wage  and  overtime  provisions  to  agricultural,  logging, 
amr  Federal  employees,  among  others.  The  minimum  wage  for  agricultural  empL 
ies  would  begin  at  $1  per  hour  effective  Feb.  1,  1967,  and  gradually  increase 
/to  $1.30  effective  Feb.  1,  1969. 


-  2  - 


2.  PARTICIPATION  SALES.  The  Rules  Committee  reported  a  resolution  for  considera¬ 
tion  of  H.  R.  14544,  the  participation  sales  bill.  p&zzS&Mfr 

Rep.  Talcott  criticized  the  participation  sales  bill  (p.  9806),  and  Lep. 
Rhodes,  Ariz. ,  inserted  the  Republican  Policy  Committee  statement  calling  chis 
bill  "a  new  level  of  fiscal  irresponsibility”  (pp.  9831-2). 


3.  POVERTY.  The  "Daily  Digest"  states  that  the  Rules  Committee  deferred  action  on 
H.  Res.  670  and  similar  resolutions,  to  create  a  select  committee  to  investi¬ 
gate  the  operation  of  the  Economic  Opportunity  Act.  p.  D407 

)STAL  RATES.  Rep.  Derwinski  questioned  the  "actions  of  officials  of  the  Pf/st 
Office  Department  in  lobbying  for  H.  R.  14904,"  to  revise  postal  rates  oiy  cer¬ 
tain  fourth-class  mail.  p.  9824 

5.  EXPENDITURES.  Rep.  Patman  commended  and  inserted  Secretary  of  the  Treasury 
Fowler' s\' description  of  the  Federal  expenditure  control  policy. 'V/pp.  9824-27 

6.  GOVERNMENT -BOfilNESS  COOPERATION.  Rep.  Patman  commended  the  Campbell  Soup  Co. 

for  its  openirte  of  a  new  plant  in  a  predominantly  rural  area/and  inserted  a 
speech  by  the  cbmpany  president  urging  a  better  understanding  between  Govern¬ 
ment  and  business'^  pp.  9827-8 

7.  WORLD  POPULATION.  Re^.  Younger  commended  and  inserted/hn  address,  "Is  Famine 

the  Only  Answer?"  outlining  the  work  of  the  Planned  ^f^arenthood-World  Population 
organization,  pp.  9832- 

8.  ECONOMY.  Rep.  Curtis  commended  and  inserted  an /Article  by  Sen.  Jordan  which  he 

states  is  a  "persuasive  case  against  the  admixfistration'  s  .policy  of  putting 
the  burden  on  the  private  sector  for  .preventing  an  inflation  which  is  xargely 
the  result  of  administration  policies  to  stimulate  the  economy."  pp.  9834-5 

9.  FARM  PRICES.  Rep.  Quie  stated  that  tbi/  Department  "is  confident  that  by 

'bribing'  livestock  farmers  with  lovy'fded  grain  costs,  it  can  bring  down  the 
price  of  meat,  both  to  the  farmer  and  to\the  consumer."  p.  9835 
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10.  APPROPRIATIONS.  A  subcommittee  of  the  Appropriations  Committee  approved  for 

full  committee  action  H.  R/  14266,  the  Treasury ,  ^k)St  Office,  Executive  Oxfice, 
and  independent  agencies/appropriation  bill.  p.  D4Q4 


ITEMS  IN  APPENDIX 


11.  GREAT  SOCIETY.  Rep<  Shriver  inserted  a  speech  critical  of\the  Great  Society 

programs  and  presenting  thoughts  regarding  the  impact  of  Federal  programs  on 
business  and  labor,  pp.  A2547-9 

12.  FOREIGN  TRADEf.  Extension  of  remarks  of  Rep.  Dulski  urging  enactment  of  legisla¬ 

tion  to  attend  the  Antidumping  Act  in  order  to  clarify  standards  and.  improve 
procedures  in  the  administration  of  the  act.  pp.  A2549-50 

13.  FARM  PRICES.  Extension  of  remarks  of  Rep.  Ullman  stating  that  "The  burdbn  of 
the  cost-price  squeeze  cannot  be  borne  by  the  agricultural  economy  of  the 

ition  indefinitely..."  and  inserting  a  statement  of  the  Oreg.  Beef  Council 
and  Cattlemen's  Ass'n  on  this  subject,  pp.  A2552-3 
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Report 
No.  1522 


CONSIDERATION  OF  H.R.  14544 


May  11,  1966. — Referred  to  the  House  Calendar  and  ordered  to  be  printed 


Mr.  Young,  from  the  Committee  on  Rules,  submitted  the  following 

REPORT 

[To  accompany  H.  Res.  852] 

The  Committee  on  Rules,  having  had  under  consideration  House 
Resolution  852,  report  the  same  to  the  House  with  the  recommenda¬ 
tion  that  the  resolution  do  pass. 
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89th  CONGRESS 
2d  Session 


House  Calendar  No.  243 

H.  RES.  852 

[Report  No.  1522] 


IN  THE  HOUSE  OE  REPRESENTATIVES 

May  11,1966 

Mr.  Y  oung,  from  the  Committee  on  Rules,  reported  the  following  resolution; 
which  was  referred  to  the  House  Calendar  and  ordered  to  be  printed 


RESOLUTION 

1  Resolved,  That  upon  the  adoption  of  this  resolution  it 

2  shall  be  in  order  to  move  that  the  House  resolve  itself  into 

3  the  Committee  of  the  Whole  House  on  the  State  of  the 

4  Union  for  the  consideration  of  the  bill  (H.R.  14544)  to 

5  promote  private  financing  of  credit  needs  and  to  provide 

6  for  an  efficient  and  orderly  method  of  liquidating  financial 

7  assets  held  by  Federal  credit  agencies,  and  for  other  pur- 

8  poses.  After  general  debate,  which  shall  be  confined  to 

9  the  bill  and  shall  continue  not  to  exceed  four  hours,  to  be 

10  equally  divided  and  controlled  by  the  chairman  and  ranking 

11  minority  member  of  the  Committee  on  Banking  and  Cur- 

12  rency,  the  bill  shall  be  read  for  amendment  under  the  five- 
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minute  rule.  At  the  conclusion  of  the  consideration  of  the 
bill  for  amendment,  the  Committee  shall  rise  and  report  the 
bill  to  the  House  with  such  amendments  as  may  have  been 
adopted,  and  the  previous  question  shall  be  considered  as 
ordered  on  the  bill  and  amendments  thereto  to  final  passage 
without  intervening  motion  except  one  motion  to  recommit. 
After  the  passage  of  H.R.  14544,  it  shall  be  in  order  in  the 
House  to  take  from  the  Speaker’s  table  the  bill  (S.  3283) 
and  to  move  to  strike  out  all  after  the  enacting  clause  of  said 
Senate  bill  and  to  insert  in  lieu  thereof  the  provisions  con¬ 
tained  in  H.R.  14544  as  passed  by  the  House. 
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No.  78 


Senate 


The  Senate  w^*  not  in  session  today.  Its  next  meeting  will  be  held  on  Thursday,  May  12,  1966,  at  12  o’clock  meridian. 


\ouse  of  Representatives 


The  House  met  at  12  o’clock  noon. 

The  Chaplain,  Dr.  Edward  G.  Latch, x 
D.D.,  offered  the  following  prayer: 

7  am  the  vine,  ye  are  the  branches. 
He  that  abideth  in  me,  and  I  in  him,  the 
same  bringeth  forth  much  fruit. — John 
15:  5. 

We  thank  Thee,  our  Father,  for  Thy 
spirit  which  follows  us  all  our  days,  for 
Thy  love  which  will  not  let  us  go,  and 
for  the  strength  of  Thy  presence  which 
never  lets  us  down.  Help  us  to  open  wide 
the  door  of  our  hearts  that  we  may  re¬ 
ceive  Thy  spirit,  welcome  Thy  love, 
claim  the  strength  of  Thy  presence  and 
thus  be  made  ready  for  the  experiences 
and  responsibilities  of  this  day. 

By  Thy  grace  may  we  put  goodness 
before  evil,  truth  before  falsehood,  high 
principle  before  low  prejudice,  the  rights 
of  the  weak  before  the  wrongs  of  the 
strong,  and  may  we  put  Thee  above  all 
else,  in  the  name  of  Jesus  Christ  our 
Lord  we  pray.  Amen. 


Wednesday,  May  11,  1966 

H.R.  11439.  An  act  to  provide  for  an  in¬ 
crease  in  the  annuities  payable  from  the 
District  of  Columbia  teachers’  retirement 
aJiad  annuity  fund,  to  revise  the  method  of 
defcw’mining  the  cost-of-living  increases  in 
sucnSannuities,  and  for  other  purposes. 

The  niessage  also  announced  that  tt 
Senate  agrees  to  the  report  of  the  cc 
mittee  of  conference  on  the  disagreeing 
votes  of  the  \wo  Houses  on  the  amend¬ 
ments  of  the  rBenate  to  the  bill  (H.R. 
14012)  entitled *SAn  act  making  supple¬ 
mental  appropriations  for  the  fiscal  year 
ending  June  30,  196Van^for  other  pur¬ 
poses.” 


THE  JOURNAL 

The  Journal  of  the  proceedings  of 
yesterday  was  read  and  approved. 

MESSAGE  FROM  THE  SENATE 

A  message  from  the  Senate  by  Mr. 
Arrington,  one  of  its  clerks/announced 
that  the  Senate  had  parsed,  without 
amendment,  a  bill  of  tlje  House  of  the 
following  title: 

H.R.  14732.  An  act  Ao  authorize  appro¬ 
priations  to  the  Atmmc  Energy  Commission 
in  accordance  with/section  261  of  the  Atomic 
Energy  Act  of  ^©54,  as  amended,  and  for 
other  purposes 

The  message  also  announced  that  the 
Senate  h/d  passed,  with  amendments  in 
which  /he  concurrence  of  the  House  is 
requested,  a  bill  of  the  House  of  the  fol¬ 
lowing  title: 


COMMITTEE  ON  INTERSTATE  AND 
FOREIGN  COMMERCE 

ir.  BOGGS.  Mr.  Speaker,  I  ask 
fanimous  consent  that  the  Committee 
/"on  Interstate  and  Foreign  Commerce 
may  be  permitted  to  sit  during  general 
debate  today. 

The  SPEAKER.  Is  there  objection  io 
the  request  of  the  gentleman  from  Loui¬ 
siana? 

There  was  no  objection. 


(Mr.  VANIK  asMd  and  was  given  per¬ 
mission  to  address  the  House  ns*r  1  minute 
and  to  revise  /(nd  extend  his  remarks.) 

[Mr.  VANifK  addressed  the  Housh.  His 
remarks  /will  appear  hereafter  in\the 
Appendix.  ] 

U.TS  OF  AMERICA  RINGING  FOR 
FREEDOM 

(Mr.  DUNCAN  of  Tennessee  asked  and 
was  given  permission  to  extend  his  re¬ 
marks  at  this  point  in  the  Record.) 

Mr.  DUNCAN  of  Tennessee.  Mr. 
Speaker,  I  want  to  commend  the  Ameri¬ 
can  Legion  on  its  program  “Bells  of 
America  Ringing  for  Freedom”  which  is 
conducted  in  each  department  to  cele¬ 
brate  the  date  this  country  became  an 
independent  nation. 

At  2  p.m.,  eastern  daylight  time,  on 
July  4,  1966,  the  Liberty  Bell  will  lead  the 
ringing  of  bells  throughout  this  land  to 
remind  America  of  its  freedom  and  lib¬ 
erty.  We  will  celebrate  the  190th  birth¬ 
day  of  the  United  States  this  July. 

I  would  like  to  encourage  all  Ameri¬ 
cans  to  participate  in  this  patriotic 
event. 


CALL  OF  THE  HOUSE 

Mr.  HALL.  Mr.  Speaker,  I  make  the 
point  of  order  that  a  quorum  is  not 
present. 

The  SPEAKER.  Evidently  a  quorum 
is  not  present. 

Mr.  BOGGS.  Mr.  Speaker,  I  move  a 
call  of  the  House. 

A  call  of  the  House  was  ordered. 

The  Clerk  called  the  roll,  and  the  fol¬ 
lowing  Members  failed  to  answer  to  their 
rames : 

[Roll  No.  93] 


Abnaiethy 

Fogarty 

Morse 

AdaiX 

Fraser 

Morton 

Ashley's 

Frelinghuysen 

Moss 

Baring  \ 

Griffin 

Murray 

Blatnik  \ 

Hagan,  Ga. 

Nix 

Bolton  \ 

Helstoski 

Pickle 

Brademas  \ 

.Henderson 

Pool 

Brock 

'Hull 

Powell 

Burleson 

HVtchinson 

Rivers,  S.C. 

Callaway 

Jofloson,  Pa. 

Rodino 

Carter 

Kee  \ 

Rooney,  N.Y. 

Casey 

Kelly  \ 

Rosenthal 

Cederberg 

King,  Utsm 

Rumfeld 

Chelf 

Kupfermaw 

Shriver 

Conyers 

McEwen  \ 

SuUivan 

Corman 

McMillan  \ 

Sweeney 

Daddario 

Madden 

Von 

Diggs 

Mailliard 

Ttupper 

Dorn 

Martin,  Ala. 

ueiL 

Dowdy 

Mathias 

WhiSe,  Idaho 

Duncan,  Oreg. 

Michel 

Whitten 

EUswortb 

Monagan 

Williams 

Findley 

Moorhead 

Willis  \ 

The  SPEAKER.  On  this  rollcall  sB2 
Members  have  answered  to  their  names^ 
quorum. 
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By  uiVnimous  consent,  further  pro¬ 
ceedings  tender  the  call  were  dispensed 
with. 

CORRECTION  OP  VOTE 

Mr.  JONES  of\.labama.  Mr.  Speaker, 
on  rollcall  No.  92  T  am  recorded  as  not 
voting.  I  was  present  and  voted  “yea.” 
I  ask  unanimous  consult  that  the  perma¬ 
nent  Record  and  Joukpal  be  corrected 
accordingly. 

The  SPEAKER.  Is  these  objection  to 
the  request  of  the  gentleman  from  Ala¬ 
bama? 

There  was  no  objection. 

CORRECTION  OP  VOTE 

Mr.  GREIGG.  Mr.  Speaker,  yesterday, 
on  rollcall  No.  91,  I  had  a  live  pair  with 
the  gentlewoman  from  Missouri  [Mr] 
Sullivan]  .  I  withdrew  my  vote  of  “nay’ 
and  voted  “present.”  I  was  erroneously 
reported  as  “Mr.  Gray”  in  the  Record. 

I  ask  unanimous  consent  that  the  per¬ 
manent  Record  and  Journal  be  corrected 
accordingly. 

The  SPEAKER.  Is  there  objection  to 
the  request  of  the  gentleman  from  Iowa? 

There  was  no  objection. 


ter  “trans-Atlantic,”  and  after  “spiral  of 
Federal  Government  spending,”. 

On  page  9745,  column  1:  Instead  of 
the  way  it  has  been  reported,  the  Rec¬ 
ord  should  read:  “true  that  a  private  4. 
group  approached  some  of  the  members 
of  your  committee  or  of  another  commit-  , , 
tee  of  the  Congress  with  a  proposal  to 
finance  privately  the  continued.” 

The  SPEAKER.  Is  there  objection  to 
the  request  of  the  gentleman  from  Min¬ 
nesota? 

-  There  was  no  objection. 


May  11,  1966 


posal  or  it  might  come  back  to  haunt 
you. 

This  is  only  one  of  dozens  of  unan¬ 
swered  questions  about  H.R.  14544. 


RUMANIA  AGAIN  WILL  BE  FREE 

(Mr.  O’HARA  of  Illinois  asked  and  was 
given  permission  to  extend  his  remarks  at 
this  point  in  the  Record.  ) 

Mr.  O’HARA  of  Illinois.  Mr.  Speaker, 
our  beloved  country  has  been  enriched  by 
the  presence  among  us  of  many  men  and 
women  who  came  from  the  proud  land  of 
Rumania  and  their  children  and  their 
children’s  children  in  whose  veins  courses 
Rumanian  blood.  All  Americans  join 
with  them  in  celebration  of  the  national 
holiday  of  Rumania  and  in  the  prayers 
that  soon  Rumania  will  reign  again  as  a 
free  and  sovereign  nation. 

It  was  a  hundred  years  yesterday  that 
Prince  Charles  of  Hohenzollem-Sigmar- 
ingen  was  proclaimed  Prince  of  Rumania. 
This  marked  the  founding  of  the  Ru¬ 
manian  dynasty.  In  1877  the  princi¬ 
pality  severed  her  links  with  the  Otto¬ 
man  Empire  and  on  May  10,  just  lj 
years  after  the  founding  of  the  dynasj 
Charles  I  was  crowned  King  of  Rumania. 

For  21  years  now  Rumania  has/lived 
unhappily  in  the  midnight  darkness  of 
Soviet  captivity.  On  this  anniversary  we 
renew  our  pledge  of  eternal  friendship. 
Mr.  Speaker,  we  will  stand  by  until  the 
light  of  day  has  returned  and  once  again 
freedom  rings  in  the  /roud  land  of 
Rumania. 


CORRECTION  1 


' THE  RECORD 


Mr.  MacGREGOR.  Mr.  Speaker, 
there  were  a  coriple  of  typographical  er¬ 
rors  in  the  Record  of  yesterday’s  pro¬ 
ceedings.  I  risk  unanimous  consent  that 
the  permanent  Record  and  Journal  be 
corrected/as  follows: 

On  pj*ge  9744  column  2:  “My  amend¬ 
ment  .would  have  $280  mil-”  should  read: 
“My/amendment  would  save  $280  mil-”. 

Column  3 — middle:  insert  commas  af- 


PARTICIPATION  SALES  ACT  MAY 

ELIMINATE  TAX-EXEMPT  STATUS 

OF  LOCAL  GOVERNMENT  AND 

COLLEGE  FACILITY  SECURITIES 

(Mr.  TALCOTT  asked  and  was  given 
permission  to  address  the  House  for  1 
minute  and  to  revise  and  extend  his  re¬ 
marks.) 

Mr.  TALCOTT.  Mr.  Speaker,  in  my 
opinion,  the  proposed  Participation  Sales 
Act  of  1966,  H.R.  14544,  is  being  rushed 
and  railroaded  through  the  Banking  and 
Currency  Committee,  Rules  Committee, 
and  the  Congress  because  it  is  a  bad  bill 
and  cannot  withstand  deliberation,  de¬ 
bate,  or  exposure. 

The  bill  was  hastily  concocted  to  hide 
the  growing  Federal  deficit,  the  increas¬ 
ing  national  debt,  and  the  accelerating 
administration  expenditures. 

Not  only  will  the  taxpayer  pay  dearly 
to  permit  the  administration  to  conceal 
growing  deficits,  debts  and  spending,  but 
other  important  consequences  are  likely 
to  follow. 

Today,  certain  securities  held  by  the 
Community  Facilities  Administration, 
and  other  Federal  agencies  which  lend 
to  local  governments  and  colleges,  are 
tax  exempt.  This  tax-exempt  policy 
was  designed  to  encourage  this  very  nec¬ 
essary  investment  in  local  government 
and  education. 

The  proposed  FNMA  participatio: 
sales  would  permit  the  pooling  of  tax-1 
exempt  securities  with  taxable  securi¬ 
ties. 

The  FNMA  participation  certificate 
would  bear  taxable  interest  even  though 
some  of  the  underlying  pooled  securi¬ 
ties  are  tax  exempt. 

This  may  be  unconstitutional.  This 
may  be  the  first  step  on  the  part  of  the 
Treasury  Department  and  the  Johnson- 
Humphrey  administration  to  eliminate 
tax  exemption  on  certain  local  and  edu¬ 
cational  investments. 

The  proposal  to  substitute  a  Federal 
guarantee  for  the  tax-exempt  status  of 
State  and  local  government  bonds  may 
be  another  threat  to  tax  immunity.  The 
increased  costs  inherent  in  this  proposal 
may  seriously  hamper  the  ability  of  local 
governments  and  colleges  to  meet  the 
increasing  demands  placed  upon  them 
to  provide  public  facilities. 

If  your  communities  or  colleges  have 
borrowed  from  the  Community  Facili¬ 
ties  Administration,  I  suggest  you  obtain 
better  answers  than  I  have  been  able  to 
obtain  about  this  participation  sales  pro¬ 


BANKRUPTCY  THREATENS /INDE¬ 
PENDENT  TRAVEL  AGENTS— UN¬ 
FAIR  COMPETITION  FR0M  BANKS 
THE  CAUSE,  CHARGES  TRAVEL 
ASSOCIATION  OFFICIAL 

(Mr.  PATMAN  asked  and  was  given 
permission  to  extend/is  remarks  at  this 
point  in  the  REcoiyi  and  to  include  ex¬ 
traneous  matter.), 

Mr.  PATMAN.  Mr.  Speaker,  the 
ever-acceleratjng  trend  of  large  com¬ 
mercial  banjfs  elbowing  their  way  into 
many  noi>oanking  business  activities 
continues 

Not  only  is  it  against  the  law,  both 
State /nd  Federal,  for  banks  to  engage 
in  mmbanking  activities,  but  this  unfair 
competition  threatens  the  very  existence 
many  small,  independent  business¬ 
es  Our  commercial  banks  have  much 
captive  business — everyone  must  come  to 
them  because  of  their  monopoly  on 
checking  accounts.  Furthermore,  the 
vast  financial  resources  of  these  banks 
means  that  money  is  no  problem  in 
barging  into  new  fields. 

At  the  present  time,  one  does  not  have 
to  look  hard  or  long  to  see  banks  en¬ 
gaging  in  insurance,  personal  property 
leasing,  securities,  accountancy,  elec¬ 
tronic  data  processing,  mortgage  serv¬ 
icing,  travel  services,  tax  services,  credit 
cards,  and  so  on.  In  several  instances 
of  these  nonbanking  activities,  lawsuits 
have  been  filed,  and  rightly  so,  to  pre¬ 
vent  unfair  and  illegal  bank  competition, 
but  just  because  an  injured  person  has  a 
legal  remedy  does  not  excuse  a  bank  or 
bank  supervisor  for  their  actions. 

With  unanimous  consent,  I  will  insert 
at  this  point  in  the  Record  a  recent  let¬ 
ter  I  received  from  the  President  of  the 
Association  of  Travel  Agents,  Mr.  Oth- 
mar  G.  Grueninger,  of  Indianapolis,  Ind., 
s  well  as  my  reply  to  him: 

Association  of  Retail  Travel  Agents, 

Indianapolis,  Ind.,  April  27,  1966. 
Mr.  Wright  Patman, 

Chairman,  House  of  Representatives,  Rayburn 
Honse  Office  Building,  Washington,  D.C. 
Dear  Me.  Patman:  For  your  information 
we  are  enclosing  two  sample  tour  brochures, 
a  joined  effort  of  four  of  the  local  national 
banks  whicirv  are  merchandised  not  only 
through  the  travel  department  of  each  bank 
but  are  also  displayed  in  their  lobbies  and 
in  those  of  the  multiple  corresponding  State 
banks. 

The  buying  power  Vf  four  national  banks 
are  becoming  too  much  competition  for  the 
little  agents  as  an  example  shown  here  in  In¬ 
dianapolis  alone.  On  account  of  the  over¬ 
whelming  concentration  o\  position  in  the 
travel  field,  that  is  to  say,  direct  mailing  lists, 
service  of  their  research  departments,  in¬ 
fluence  of  their  loan  departments,  which 
theoretically  enables  them  to  loans  subject 
to  doing  business  with  the  banks  travel  de¬ 
partment. 

ARTA  feels  that  the  time  has  com&.  that 
steps  be  taken  to  restrict  banks  from  driS^ng 
all  travel  agents  to  the  brink  of  bankrupt 
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Mr.  PRICE.  Mr.  Speaker,  we  have 
occasions  in  this  House  in  which  Mem¬ 
bers  jNy  tribute  to  the  spirit  of  free¬ 
dom  living  still  in  the  countries  of  East¬ 
ern  Europe.  One  of  these  nations  is 
Rumania  and  we  have  special  reason  to 
join  in  acknowledgment  of  a  special  an¬ 
niversary  in  Rumanian  history. 

The  10th  of  May,  for  various  historic 
reasons,  is  accepted  by  Rumanians  as 
their  day  of  independence.  The  day  will 
not  be  celebrated,  however,  in  the  Ru¬ 
manian  homeland.  Ail  such  celebrations 
have  been  suppressed.  \ 

So  it  falls  upon  the  exiles  abroad,  the 
descendants  of  Rumanian^  ancestry  liv¬ 
ing  abroad,  the  defenders\of  freedom 
generally,  to  make  sure  that  the  day 
does  not  pass  unnoticed  and  ignored. 

We  can  share,  in  this  Housev  in  the 
celebration  of  the  10th  of  May  as  Ru¬ 
mania’s  Day  of  Independence.  \ 

The  cause  of  freedom  and  national 
self-determination  is  our  cause  wherever 
it  may  be  centered.  We  are  nationalists, 
ourselves,  we  are  Americans,  but  we  know 
that  freedom  is  indivisible. 

The  Rumanian  people  have  been  part 
of  western  society  since  the  days  of  the 
Romans.  Their  language  is  related,  as 
ours  is,  to  the  Latin  and  the  affiliated 
Romance  tongues.  Their  innate  sense  of 
identity  with  the  Western  World  is  as 
deep  rooted  as  ours. 

So  we  must  pay  our  respects  to  a  brave 
people  living  temporarily  under  an  Iron 
Curtain  government.  In  this  manner  we 
honor  not  only  the  Rumanians  but  do 
our  duty  to  ourselves. 


SPECIAL  ORDER  TRANSFERRED 
TO  TOMORROW 

Mr.  PUCINSKI.  Mr.  Speaker,  I  ask 
unanimous  consent  that  the  special  or¬ 
der  that  I  have  for  today  for  30  minutes 
be  transferred  to  tomorrow,  May  12. 

The  SPEAKER.  Without  objection,  it 
is  so  ordered. 

There  was  no  objection. 


RECOVERY,  INC. 

(Mr.  YATES  asked  and  was  given  per¬ 
mission  to  extend  his  remarks  in  the  bod/ 
of  the  Record.)  / 

Mr.  YATES.  Mr.  Speaker,  Recovery, 
Inc.,  was  founded  in  1937,  by  the  lafefe  Dr. 
Abraham  A,  Low,  of  Chicago,  in.,  for 
the  purpose  of  enabling  recoveraa  mental 
patients  and  nervous  patients  to  prevent 
relapses  and  chronicity  by  a:  system  of 
self-help  aftercare.  Recovery  is  now 
serving  a  very  vital  and  valuable  need  in 
the  realm  of  mental  health.  The  par¬ 
ticular  type  of  help  involved  is  that  of 
making  available  tin/  Recovery  type  of 
self-help  aftercare  t6  all  those  who  have 
need  of  it.  It  has/s  its  purpose  the  pre¬ 
vention  of  relapjses  and  chronicity,  sup¬ 
plementary  to  ifiiat  v/hich  a  psychiatrist 
or  a  physiciaj*  provides  for  a  patient. 

Recovery /ad  its  origin  in  Chicago,  Ill.; 
today  it  has  grown  to  the  point  where 
there  ar/  approximately  10,000  persons 
attending  Recovery  meetings  in  548 
group/  in  34  States  of  the  United  States. 
The/organization  is  presently  incorpo¬ 
rated  under  the  laws  of  the  State  of  Illi¬ 
nois,  as  a  voluntary  nonprofit  corpora¬ 
tion.  However,  because  of  the  national 


scope  and  the  extent  of  the  work  of  Re¬ 
covery  in  achieving  better  mental  health, 
this  bill  is  being  introduced  to  supply  a  vi¬ 
tal  need  to  the  organization  in  order  that 
it  may  extend  its  beneficial  assistance  to 
an  even  greater  extent  than  has  here¬ 
tofore  been  possible.  The  approval  of  a 
congressional  charter  would  facilitate  the 
carrying  out  of  Recovery’s  work  and  as¬ 
sist  considerably  in  the  fulfillment  of  its 
objectives. 

At  the  time  of  the  incorporation  of  the 
Recovery  program  in  Illinois,  in  the  year 
1941,  the  range  of  activities  of  the  orga¬ 
nization  was  confined  to  the  State  of  Illi¬ 
nois,  and  therefore,  the  desirability  or 
need  for  broader  corporate  protection  did 
not  actually  present  itself.  Since  the 
year  1941,  however.  Recovery  has  ex¬ 
panded  considerably — into  many  other 
States  of  the  Union  and  into  Canada.  At 
the  present  time,  the  program  is  operat¬ 
ing  actively  in  34  States  of  the  United 
States.  In  10  of  these  States,  Recovery 
has  had  to  qualify  individually,  under  the 
voluntary  nonprofit  charter  provisions  of 
Hthe  statutes.  While  Recovery  thus  has, 
corporate  protection  in  the  larger  States 
of  \he  United  States,  that  is,  in  th0se 
partkof  the  country  where  there  are /on- 
gregaNed  a  large  bulk  of  the  Recovery 
groupsNaevertheless,  at  the  prese/t  time, 
there  are.  38  States  left  in  which  the 
organization  does  not  have/ corporate 
protection.  Nlndividual  registration  or 
qualification  No  do  business  in  each  of 
the  States  in  wbich  it  is  functioning  and 
wants  to  expand,  is  a  very  difficult  task 
involving  a  vast  anaou/t  of  work  and  the 
expenditure  of  laree  sums  of  money 
that  could  be  bette/put  to  the  use  of  ex¬ 
panding  the  R e cove r y N? rog r a m  itself. 

Accordingly,  Mr.  Speaker,  the  purpose 
of  the  bill  bei/g  introduced  at  this  time 
is  to  enable  .Recovery  to  bVome  a  truly 
national  project,  by  the  recognition  that 
will  be  giyen  its  work  by  theroassage  of 
this  billy'  N. 

It  iymiportant  for  all  of  us  toxemem- 
ber  that  Recovery  is  a  voluntary\asso- 
ciatkon  of  former  patients  who  Naave 
banded  together  for  the  purpose  of  Nil- 
proving  their  own  health,  and  expanding4 
the  services  of  the  self-help  program  to 
others  who  need  it.  A  more  worthy 
project  for  national  charter  considera¬ 
tion  could  not  be  thought  of,  in  my  opin¬ 
ion,  and  I  am  sure  that  anyone  who  has 
taken  the  time,  or  wishes  to  take  the 
time  to  investigate  the  organization  and 
what  it  is  doing  in  the  field  of  improving 
our  national  mental  health,  will  certain¬ 
ly  agree.  It  is  for  these  reasons  that  I 
urge  the  passage  of  the  bill  and  ask  that 
it  be  considered  promptly. 


COMMITTEE  ON  RULES 

Mr.  ALBERT.  Mr.  Speaker,  I  ask 
unanimous  consent  that  the  Committee 
on  Rules  may  have  until  midnight  to¬ 
night  to  file  certain  reports. 

The  SPEAKER.  Without  objection, 
it  is  so  ordered. 

There  was  no  objection. 


LEGISLATIVE  PROGRAM 

(Mr.  GERALD  R.  FORD  asked  and 
was  given  permission  to  address  the 
House  for  1  minute.) 


Mr.  GERALD  R.  FORD.  Mr.  Speak¬ 
er,  I  have  asked  for  this  time  for /the 
purpose  of  asking  the  distinguishec/ma- 
jority  leader  what  the  schedule/is  for 
the  remainder  of  this  week.  / 

Mr.  ALBERT.  Mr.  Speakey  will  my 
able  friend  yield  to  me?  / 

Mr.  GERALD  R.  FORD.  I  yield 
to  the  gentleman  from  Oklahoma. 

Mr.  ALBERT.  Mr.  Snkaker,  I  am  glad 
the  distinguished  minority  leader  has 
asked  this  question  because  there  is  some 
change  in  the  progiym. 

The  sales  part/ipation  bill  will  not 
be  brought  up  tomorrow  as  originally 
planned.  It  vfflil  be  brought  up  early 
next  week.  / 

The  only/remaining  bill  on  the  pro¬ 
gram  for  this  week  is  the  bill  S.  1098,  to 
alleviate/the  national  freight  car  short  - 
age,  and  it  is  planned  to  call  it  up  and 
consider  that  bill  tomorrow. 

Mr.  GERALD  R.  FORD.  I  thank  the 
di/inguished  majority  leader. 


PARTICIPATION  SALES  ACT  OF  1966 

(Mr.  RHODES  of  Arizona  (at  the  re¬ 
quest  of  Mr.  Con  able)  was  granted  per¬ 
mission  to  extend  his  remarks  at  this 
point  in  the  Record  and  to  include  ex¬ 
traneous  matter.) 

Mr.  RHODES  of  Arizona.  Mr. 
Speaker,  at  the  May  10,  1966,  meeting  of 
the  House  Republican  policy  committee 
a  policy  statement  regarding  H.R.  14544, 
the  Participation  Sales  Act  of  1966,  was 
adopted.  As  chairman  of  the  policy  com¬ 
mittee,  I  would  like  to  include  at  this 
point  in  the  Record  the  complete  text  of 
this  statement. 

Republican  Policy  Committee  Statement 

on  Participation  Sales  Act  of  1966,  H  R. 

14544 

With  this  bill,  the  Johnson-Humphrey  ad¬ 
ministration  has  reached  a  new  level  of  fiscal 
irresponsibility.  In  rapid  succession  we  have 
witnessed  5  straight  years  of  Federal  budget 
deficits  that  have  averaged  $6.2  billion,  the 
dwindling  of  our  gold  supply  from  $18  bil¬ 
lion  in  1960  to  less  than  $14  billion,  a  bal¬ 
ance  of  payments  deficit  that  has  averaged 
$3  billion  a  year,  a  rise  in  the  budget  from 
$81.5  billion  in  1961  to  an  estimated  $112.8 
billion  in  1967,  the  removal  of  silver  from 
our  coins,  and  a  reduction  in  the  gold  that 
backstops  our  currency. 

Now,  under  the  provisions  of  H.R.  14544, 
the  Johnson-Humphrey  administration  will 
be  given  the  authority  to  establish  a  whole 
new  system  of  backdoor,  deficit  financing. 
Under  this  system,  all  manner  of  grandiose 
Great  Society  programs  can  be  funded  by 
simply  refinancing  the  billions  of  dollars  in 
financial  assets  that  the  Federal  Government 
presently  owns  and  not  one  cent  of  this 
spending  will  be  reflected  in  the  budget. 

Under  the  proposed  Participation  Sales 
Act,  the  Federal  National  Mortgage  Associa¬ 
tion  (FNMA)  will  sell  participations  in  a 
pool  of  Government-held  financial  assets  or 
loans,  which  could  total  $33.1  billion.  Un¬ 
fortunately,  the  participation  “sale”  is  a  fic¬ 
tion.  The  purchaser  does  not  acquire  title 
to  the  pooled  asset.  All  he  acquires  is  the 
right  to  have  his  investment  repaid  with  in¬ 
terest  at  the  rate  stated  in  the  participation 
certificate.  Moreover,  the  money  acquired 
through  these  “sales”  will  be  paid  directly  to 
the  pooling  agency  and  used  to  offset  ex¬ 
penditures  that  normally  appear  in  the 
budget. 

The  administrative  budget  for  fiscal  year 
1967,  after  making  several  doubtful  esti¬ 
mates  of  revenue,  contemplates  a  budget 
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deficit  of  only  $1.8  billion.  However,  if  the 
$4.2  billion  of  participation  sales  authorized 
by  this  bill  are  not  made,  the  budget  deficit 
will  be  $6  billion.  It  is  interesting  to  note 
that,  using  the  participations  device,  the 
administration  could  have  projected  a  budg¬ 
et  surplus  rather  than  a  deficit.  But  it 
chose  not  to  do  this.  Apparently,  it  feared 
that  such  flagrant  sleight-of-hand  book¬ 
keeping  at  this  stage  of  the  game  would  alert 
the  American  public  to  its  fiscal  chicanery. 
In  the  event  this  bill  is  enacted  into  law, 
there  certainly  is  reason  to  believe  that  this 
type  of  financial  gymnastics  will  be  resorted 
to  in  the  future.  Thus,  the  day  of  the  pub¬ 
licly  acknowledged  deficit  may  be  a  thing 
of  the  past. 

The  largest  and  most  rapidly  growing  Fed¬ 
eral  loan  program  is  that  of  the  Agency  for 
International  Development  (AID).  It  is 
estimated  that  at  the  close  of  fiscal  year  1967 
the  outstanding  volume  of  direct  loans  made 
in  foreign  countries  by  this  Agency  will  be 
$12  billion.  In  its  new  role,  FNMA  could 
sell  participations  in  a  pool  of  such  loans, 
even  though  in  some  instances  AID  loans 
bear  interest  as  low  as  three-quarters  of  1 
percent  per  year.  Obviously,  these  AID  loans 
would  be  unsalable  unless  FNMA  guaranteed 
the  payment  of  principal  and  a  reasonable 
rate  of  interest  on  the  participations  sold. 
AID  holdings  of  foreign  aid  loans  are  ex¬ 
panding  at  a  rate  of  $1.5  billion  per  year. 
Under  the  present  system,  this  money  is 
appropriated  by  Congress  and  charged 
against  the  administrative  budget.  If  this 
bill  is  enacted,  the  only  charge  against  the 
administrative  budget  would  be  the  appro¬ 
priation  to  make  up  the  deficiency  between 
the  income  received  on  the  loans  and  the 
interest  cost  of  the  participations  sold. 
Thus,  instead  of  the  real  cost  to  the  tax¬ 
payers — -$1.5  billion — being  charged  against 
the  budget,  the  charge,  thanks  to  the  pro¬ 
visions  of  this  bill,  would  be  as  low  as  $45 
million  per  year. 

The  refinancing  that  is  required  under  H.R. 
14544  will  cost  the  American  taxpayers  an 
additional  $5  million  a  year  on  each  $1  bil¬ 
lion  of  the  participations  sold.  Thus,  in  the 
event  $4.2  billion  of  participations  are  sold, 
there  will  be  a  cost  to  the  taxpayer  of  $21 
million  per  year.  If  the  average  maturity 
for  participations  is  10  years,  the  taxpayer 
will  be  gouged  over  $200  million  in  unneces¬ 
sary  expenses. 

At  the  present  time,  the  home  mortgage 
market  is  in  a  state  of  turmoil  and  confusion. 
Home  construction  is  at  a  dangerously  low 
level.  If  the  FNMA  participation  sales  are 
authorized,  the  FHA  and  GI  mortgages,  and 
other  home  mortgages  as  well,  will  become 
less  and  less  attractive  to  investors.  In 
order  to  meet  competition  and  obtain  home 
mortgage  financing,  higher  home  mortgage 
financing  costs  will  have  to  be  imposed.  As 
a  result,  the  prospective  home  builders  or 
buyers  will  be  forced  to  carry  an  additional 
financial  burden. 

To  date,  FNMA  has  sold  four  issues  of  par¬ 
ticipations.  Each  time  they  have  been  sold 
to  the  same  four  big  Wall  Street  investment 
houses.  Transactions  under  this  arrange¬ 
ment  have  totaled  over  $1.6  billion,  and  over 
$5  million  of  commissions  have  been  paid. 
Under  this  bill,  this  clubby  and  financially 
advantageous  arrangement  could  not  only 
continue  but  could  become  even  more  lu¬ 
crative.  Certainly,  at  a  minimum,  the  stat¬ 
ute  should  require  that  these  participations 
be  sold  on  a  competitive  bid  basis. 

It  has  been  claimed  that  the  participa¬ 
tions  sale  proposal  contained  in  H.R.  14544 
is  an  extension  of  the  program  inaugurated 
by  the  Eisenhower  administration.  In  sup¬ 
port  of  this  contention,  there  is  cited  the 
FNMA  swap  in  fiscal  year  1960  of  $311  mil¬ 
lion  of  low  interest  mortgages  for  $316  mil¬ 
lion  of  nonmarketable  Treasury  investment 
bonds  owned  by  the  public.  The  facts,  how¬ 
ever,  reflect  that  these  two  programs  are 


May  11,  1966 


totally  dissimilar,  and  the  Eisenhower  pro¬ 
gram  cannot  be  used  as  justification  for  the 
Johnson-Humphrey  soheme.  The  Eisen¬ 
hower  program  was  a  straightforward  finan¬ 
cial  transaction.  The  mortgages  were  sold 
on  a  competitive  bid  basis,  paid  for  by  bonds 
held  by  investors.  Actual  title  to  the  mort¬ 
gages  passed  to  the  purchasers  and  proceeds 
were  carried  in  the  budget  as  a  budget  re¬ 
ceipt.  The  bonds  acquired  by  FNMA  were 
sin-rendered  to  Treasury  for  cancellation. 
Thereupon,  Treasury  reduced  FNMA  in¬ 
debtedness  to  it  by  a  like  amount.  Thus, 
contrary  to  the  proposed  scheme,  there  was 
no  budget  runaround  in  the  Eisenhower 
program. 

As  incredible  as  it  may  seem,  this  bill  was 
not  available  to  committee  members  until 
one-half  hour  before  the  hearings  began. 
Thereafter,  only  2  hours  of  hearings  were  held 
and  the  Republican  members  of  the  com¬ 
mittee  were  denied  the  right  or  opportunity 
to  call  any  witnesses.  Moreover,  not  one 
witness  from  the  unions,  farming,  business, 
or  banking  was  called.  At  the  conclusion 
of  these  totally  inadequate  hearings,  the 
committee  was  ordered  into  immediate  ex¬ 
ecutive  session  and  in  less  than  30  minutes, 
the  bill  was  ordered  reported. 

Legislative  action  of  this  type  goes  far 
beyond  even  that  which  has  become  the 
standard  rubberstamp  procedure  for  this  89th 
Congress.  This  bill  would  permit  the  John¬ 
son-Humphrey  administration  to  conceal 
huge  budgetary  deficits.  It  would  invite  a 
spending  spree  that  would  delight  the  em¬ 
perors  of  old.  It  can  only  lead  to  financial 
disaster.  H.R.  14544  must  be  defeated. 


IS  FAMINE\THE  ONLY  ANSWER? 

(Mr.  YOUNGER  (at  the  request  of  Mr. 
Conable)  was  grafted  permission  to  ex¬ 
tend  his  remarks  at  this  point  in  the 
Record  and  to  n\cj«de  extraneous 
matter.) 

Mr.  YOUNGER.  /  MY  Speaker,  on 
Monday,  May  2/ Gen\  William  H. 
Draper,  Jr.,  national  chairman  of  the 
Population  Crib's  Committed  made  an 
address  beforarthe  National  Press  Club 
outlining  the  work  of  the  'Planned 
Parenthood/World  Population  organiza¬ 
tion.  His/address  follows: 

Famine  the  Only  Answer? 

(J(y  William  H.  Draper,  Jr.,  national 
chairman) 

imbers  of  the  National  Press  Club,  I 
h/’e  just  spent  6  weeks  in  Europe  and  Africa 
■ying  to  determine  whether  the  world’s 
’rapidly  growing  population  is  in  fact  out¬ 
distancing  the  world’s  supply  of  food,  and 
whether  hunger  and  starvation  actually  lie 
ahead  for  the  developing  countries  of  Asia, 
Africa,  and  Latin  America. 

INTERNATIONAL  PLANNED  PARENTHOOD 

First  I  took  a  look  at  the  population  side 
of  the  equation.  I  was  in  London  for  a  week 
visiting  the  headquarters  of  the  International 
Planned  Parenthood  Federation.  Family 
planning  organizations  in  40  countries  make 
up  its  membership,  including  as  one  member 
the  Planned  Parenthood  Federation  of 
America. 

Sir  Colville  Deverell,  its  able  secretary 
general,  reports  that  women  everywhere,  of 
all  races  and  creeds,  desperately  want  help 
to  avoid  unwanted  pregnancies.  He  believes 
that  when  voluntary  birth  control  facilities 
become  available  throughout  the  world,  and 
when  governments  give  adequate  support, 
the  population  problem  will  be  well  on  the 
way  to  solution.  To  meet  that  objective,  the 
federation  has  doubled  its  budget  this  year 
and  hopefully  will  double  it  again  next  year. 

At  the  end  of  World  War  II,  the  world’s 
population  was  growing  at  the  rate  of  1 


percent  a  year,  higher  than  ever  before  in 
the  world’s  history.  Now,  only  20  years 
later,  the  annual  rate  has  more  than  double 
to  over  2  percent,  thanks  largely  to 
export  of  American  medical  miracles  sy 
as  antibiotics  and  DDT  powder  to  the 
world. 

But  this  2-percent  world  rate  is  f/r  from 
uniform.  Western  Europe  averages  three- 
fourths  of  1  percent,  and  has  Ko  serious 
population  growth  problem.  Japan  cut  its 
population  growth  rate  in  halt  in  10  years 
and  is  now  only  nine-tentlyf  of  1  percent. 
Russia  and  the  United  States  average  under 
l'/2  percent,  whereas  Afr/a’s  population  is 
growing  over  2  percent/ Asia  averages  2'/2 
percent,  and  Latin  America's  rate  is  nearly 
3  percent. 

Broadly  speaking, /he  industrialized  coun¬ 
tries  average  abouj/l  percent  a  year  growth. 
The  rest  of  the  iworld  averages  2  y2  percent 
and  includes  m6re  than  2  of  the  3  billion 
people  on  earth  today.  These  people  in  the 
developing  oountries  are  adding  nearly  60 
million  of  /he  70  million  new  mouths  that 
have  to  he  fed  each  year. 

“a  losing  battle”  for  food  production 

Then  to  check  the  world’s  food  production, 

I  flaw  to  Rome  and  visited  FAO- — the  Food 
arya  Agriculture  Organization  of  the  United 

itions,  which  has  “the  official  mission  of 
Increasing  food  production  in  the  develop¬ 
ing  countries.” 

FAO  has  made  three  world  food  surveys 
and  knows  the  facts  about  the  production, 
distribution,  and  consumption  of  food 
throughout  the  world.  Under  Dr.  B.  R.  Sen, 
its  dynamic  Director  General  who  started 
the  worldwide  freedom-from-hunger  cam¬ 
paign  in  1960,  it  has  a  staff  of  some  3,000 
at  its  headquarters  in  Rome  and  many  more 
overseas.  It  is  now  preparing  the  first  world 
food  plan  to  assess  the  world’s  food  sur¬ 
pluses  and  deficits,  country  by  country,  and 
to  make  specific  recommendations  for  im¬ 
provement. 

FAO  reports  that  per  capita  food  produc¬ 
tion  increased  for  12  years  after  World  War 

II  in  Asia,  Africa,  and  Latin  America.  For 
the  last  8  years,  however,  per  capita  pro¬ 
duction  has  been  steadily  slipping  down¬ 
ward,  and  is  simply  not  keeping  pace  with 
population  growth.  Dr.  Sen  speaks  of  “the 
losing  battle  against  hunger  and  malnutri¬ 
tion  in  Latin  America  and  the  Far  East.” 
That  is  a  polite  way  of  saying  that  starva¬ 
tion  may  be  unavoidable. 

Dr.  Sen  has  concluded  that  “the  prospect 
seems  dark  indeed  unless  there  is  a  combined 
worldwide  effort  to  raise  agricultural  pro- 
luctivity  in  the  developing  countries  along 
uth  determined  measures  to  control  popu¬ 
lation  growth.”  He  had  the  courage  to  ask 
theXInternational  Eucharistic  Congress  in 
Bombay,  “Can  we  any  more  turn  our  faces 
away  fispm  the  concept  of  family  planning 
when  tlvp  alternative  is  starvation  and 
death?” 

the  whole\  world  is  waiting  for  the 

ANSWER 

The  fact  is  \hat  most  suitable  land  is 
already  under  cultivation,  and  that  the  de¬ 
veloping  countries  oannot  expect  to  increase 
their  yield  per  acre  fast  enough  to  keep  up 
with  their  population\growth.  How  can  a 
country  like  Brazil,  foi  instance,  possibly 
expect  to  support  and  feed  a  3  y2  -percent 
addition  to  its  population\each  year  when 
its  own  yield  per  acre  of  Corn  and  wheat 
has  actually  declined  during  \he  last  quar¬ 
ter  century?  Even  Europe,  wHich  has  in¬ 
creased  its  yield  per  acre  by  2  percent  a  year 
would  have  a  food  problem  today  irSits  popu¬ 
lation  were  rising  2  y2  percent  or  3\percent 
a  year. 

FAO’s  agricultural  experience  of  the\last 
20  years,  and  particularly  during  the  last.  5 
years,  shows  conclusively  that  under  preser 
conditions,  without  capital,  without  mar-'’ 
kets,  without  fertilizer,  without  modern 


■ 


OK  INTEREST  TO  THE  DEPARTMENT  OF  AGRICULTURE 


united  States  department  of  agriculture 

WASHINGTON  D.  C.  20250 

OFFICIAL  BUSINESS 


POSTAGE  AND  FEES  PAID y 
U.S.  DEPARTMENT  OF  AGRlCULTURj 


OFFICE  OF  BUDGET  AND  FINANCE 
1R  INFORMATION  ONLY; 

,WT  TO  BE  QUOTED  OR  CITED) 


Animal  research,. . 18 

Appropriations . 2,37,38 

Atomic  energy., . 39 

Awards . . . 14 

Balance  of  payments . 23 

Banking . 8 

Cattle  hides..... . 42 

Child  nutrition . 20 

Claims . . ...,12 

Congressional  ethics.... 24 

Conservation, . 3,21 

"ppper  imports . 5 

-uosponsors. .............  18 

Cotton . . . .40 

Exposition. . . 10 

Farm  labor . ,,..,...31 


Issued 
For  actions  of 


CONTENTS 


1966 
1966 

i-2nd;  No.  80 


Farm  program . . . 19 

Food  for  India . 4J 

Foreign\rade, ...... ,16y29 

Forest  Service. . y/..2 

Labeling . .  ......  >  30 

Labor  standards. . .  ,13,17 

Legislative  pr^gymi. , . . .  13 
Loan  pools, ...  13,22 , 28 

Marketing. . . . y; . A> ..15,32 

Milk  prograiy. . . .  .\  . ...  20 

Minimum  wage . ,/\13,17 

National  y^ark . 34 

Opinioiy'pol  1 . .\26 

Packaging . . . .  15  , . 

Participation  sales 

. 1,13,22,28 


’ersonnel . .  35 ,43 

Public  Law  480 . 16 

Reclamation. . . •  •  9 

Recreation. .......... .8 ,33 

Research . .......18,25 

Soil  Stewardship  Week. 3, 21 
Statute  of  limitation. .. 12 
Supplemental 

appropriations . 37 

Trails . 36 

Transportation, ........ .27 

Vegetables . 32 

Veterans'  loans.. . ..4 

Water  resources,. . 18 

Weather  control, ........  11 


HIGHLIGHTS:  House  debated/participation  sales  bill, 

report  fair  packaging  an^ labeling  bill. 

HOUSE 


Senate,  committee  voted  to 


1.  PARTICIPATION  SALES.  Began  debate  on  H.  R.  14544,  to  promote  private  financing 

of  credit  needs  and  to  provide  a  method  of  liquidating  financial  assets  held 
by  Federal  credit  agencies.  The  rule  providing  for  consideration  of  this  bill 
was  agreed  to  by  a  vote  of  184  to  127.  pp.  10062-87 

2.  INTERIOR  APPROPRIATION  BILL.  House  conferees  were  appointed  on  this  bilsl,  H.  R. 
1^215,  which  includes  Forest  Service  items.  Senate  conferees  had  been 

/ed.  p.  10031 
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SOIL  STEWARDSHIP  WEEK,  Sen.  Albert  commended  this  project  and  inserted  the 
President's  proclamation,  p.  10032 


4.  VETERANS'  LOANS.  Passed  as  reported  H.  R.  7850,  to  extend  the  provision's  for 
treble- damage  actions  to  veterans’  direct  and  insured  loan  cases,  pp/  10034* 


\ 


5.  COPPER  IMPORTS.  Passed  under  suspension  of  the  rules  H.  R.  12676 /to  suspend 

duty  on  cVrtain  copper  imports  for  the  period  Feb.  9,  1966,  through  June  30, 
1968.  pp.Xj.0044- 7 

6.  BANKING.  Rep.  Patman  claimed  Federal  bank  supervision  causes  high  interest 

rates  and  unfai\  competition  for  thrift  institutions,  pp/ 10088-9 

7.  LABOR  STANDARDS.  D«*l.  Polanco-Abreu  claimed  the  minimunr  wage  bill  is  geared 

toward  the  mainlandXsituation  and  that  its  agricultural  and  other  provisions 
would  harm  Puerto  Ricdu  pp.  10089-95 

8.  RECREATION,  The  Public  Wdrks  Committee  reported  (May  13  during  adjournment)  ( 

with  amendment  H.  R.  133lX  bo  prohibit  certaiiyuser  fees  on  Corps  of  Engi¬ 
neers  projects  (H.  Rept.  lSBl)  (p.  10114).  Rep.  Cleveland  inserted  the  In¬ 
terior  Department's  report  opposing  this  bill/(p.  10099-100). 

9.  RECLAMATION.  Rep.  Tunney  commended  the  "Imperial  Valley  success  story."  pp, 

10105-6 

Both  Houses 

10.  EXPOSITION,  /received  from  the  President  the  recommendations  of  the  Commerce 

Department  regarding  Federal  participation  in  the  HemisFair  1968  Exposition  to 
be  held  at  San  Antonio,  Tex.  p.  ipil4^1Q133 

11.  WEATHER  CONTROL.  Received  from  the  President  the  report  of  the  Federal  Council 

for  Science  and  Technology,  "National  Atmospheric  Sciences  Program."  p.  10114 

12.  CLAIMS.  The  Judiciary  Committee  reported  with  amendments  H.  R.  13650,  to  autho¬ 

rize  increased  agency  consideration  of  tort  claims  against  the  Government 
(H.  Rept.  1532);  H.  R.  13651,  to  avoid  unnecessarXlitigation  by  providing  for 
collection  of  U.  S.  claims  (H.  Rept.  1533);  H.  R.  13652,  to  provide  a  statute 
of  limitations  for  certain  actions  brought  by  the  Government  (H.  Rept.  1534); 
and  H.  R.  14182,  to  ^ovide  for  judgments  for  costs  against  the  U.  S.  (H.  Rept. 
1535).  p.  10114 

13.  LEGISLATIVE  PROGRAM.  The  House  is  scheduled  to  consider  the\Private  Calendar 

today,  to  be  followed  by  the  participation  sales  bill  and  the^minimum  wage 
bill.  p.  D42( 


SENATE 

14.  AWARDS.  /The  Foreign  Relations  Committee  reported  with  amendments  S.  '^463,  to 

grant  the  consent  of  the  Congress  to  the  acceptance  of  certain  gifts  apd  deco¬ 
rations  from  foreign  governments  (S.  Rept.  1160),  p.  10136 

15.  MARKETING.  The  Commerce  Committee,  on  May  13,  during  adjournment,  voted  to' 
report  "in  the  nature  of  a  substitute  bill"  S.  985,  the  proposed  Fair  Packag 
ing  and  Labeling  Act,  p.  D418 
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d£  candidates  to  be  elected  within  that 
diWict. 

“  fs)  The  laws  of  Guam  shall  not  alter  the 
manner  in  which  members  of  the  legisla¬ 
ture  are  to  be  elected  as  provided  in  sub¬ 
section  N)  of  this  section  more  often  than 
at  ten-year  intervals:  Provided,  That  any 
districting  and  related  apportionment  pur¬ 
suant  to  thlk  section  shall  be  based  upon 
the  then  most  recent  Federal  population 
census  of  Guam.  and  any  such  districting 
and  apportionment  shall  be  reexamined  fol¬ 
lowing  each  successive  Federal  population 
census  of  Guam  anil  shall  be  modified,  if 
necessary,  to  be  consistent  with  that  census. 

“(d)  General  elections  to  the  legislature 
shall  be  held  on  the  Tuesday  next  after  the 
first  Monday  in  November,  biennially  in 
even-numbered  years.  The  legislature  in  all 
respects  shall  be  organized  aiSi  shall  sit  ac¬ 
cording  to  the  laws  of  Guam.’X 

Sec.  2.  As  soon  as  practicable  after  enact¬ 
ment  of  this  bill,  and  subject  to  the  condi¬ 
tions  and  requirements  of  section  l\  of  the 
Organic  Act  of  Guam,  as  amended  by  section 
1  hereof,  the  laws  of  Guam  shall  be  amended 
to  make  provision  for  the  manner  of  'Gie 
election  of  members  of  the  legislature.  Unflfi 
the  laws  of  Guam  shall  make  such  provision^ 
the  legislature  shall  remain  as  it  is  upon 
the  date  of  enactment  of  this  bill. 

The  SPEAKER  pro  tempore.  Is  a  sec¬ 
ond  demanded? 

Mrs.  RIJID  of  Illinois.  Mr.  Speaker,  I 
demand  a  second. 

The  SPEAKER  pro  tempore.  Without 
objection,  a  second  will  be  considered  as 
ordered. 

There  was  no  objection. 

Mr.  ASPINALL.  Mr.  Speaker,  I  yield 
myself  such  time  as  I  may  consume. 

(Mr.  ASPINALL  asked  and  was  given 
permission  to  revise  and  extend  his  re¬ 
marks.) 

Mr.  ASPINALL.  Mr.  Speaker,  I  am 
in  favor  of  the  enactment  of  H.R.  13298, 
a  bill  which  will  permit  the  Guam  Legis¬ 
lature  to  district  the  territory,  and  ap¬ 
portion  itself  according  to  its  wishes  but 
subject  to  the  provision  that  neither  the 
districting  or  apportionment  shall  deny 
to  any  person  on  the  island  the  equal 
protection  of  the  law. 

When  the  organic  act  of  1950  was  en¬ 
acted,  our  committee  felt  that  the  21- 
member  unicameral  legislature,  elected 
at  large,  could  adequately  represent  the, 
small,  compact — 206  square  miles — island 
with  a  population  of  some  35,000,  ex¬ 
cluding  the  military.  Like  other  areas 
under  the  U.S.  flag  the  civilian  popula¬ 
tion  has  increased  to  47,000  tcy  which 
may  be  added  at  least  another/20,000  to 
25,000  military  personnel.  Shdeen  years 
ago  the  21  legislators  elected  at  large 
represented  rural  and  urb^n  area  fairly 
equally.  Such  is  not  the  case  today. 
Several  rural  areas  have  no  representa¬ 
tion  at  all,  while  the/chree  urban  com¬ 
munities  are  possibly  overrepresented. 
There  are  19  election  districts  for  some 
20,000  eligible  ydters  of  whom  16,200 
voted  in  the  most  recent  election.  Only 
10  of  19  districts  are  represented  in  the 
eighth,  the  incumbent  legislature.  This 
absence  of  Representation  is  not  peculiar 
to  the  eighth  legislature.  The  present 
speaker/advised  the  committee  the  aver¬ 
age  member  of  districts  represented  in 
the  jfdghth  legislative  session  stands  at 
11/ Removing  the  election-at-large  re- 
qjfirement  of  the  present  statute  and 


permitting  election  by  districts  will  allow 
the  legislature  to  bring  about  a  greater 
equality  of  representation,  which  is  a 
hallmark  of  sound  government.  It  will 
also  encourage  the  voters  of  each  district 
to  concentrate  on  the  capabilities  of  the 
district  candidates  rather  than  to  have 
to  weigh  the  merits  of  every  candidate 
who  presents  himself. 

Mr.  Speaker,  you  will  notice  that  we 
completely  rewrote  H.R.  13298  in  com¬ 
mittee.  We  believe  its  provisions  now 
give  assurance  that  the  principle  of  one 
man,  one  vote  will  be  applicable  inas¬ 
much  as  every  voter  in  every  district 
shall  be  entitled  to  vote  for  the  whole 
number  of  persons  to  be  elected  from 
the  disti-ict  at  that  election  as  well  as  all 
the  candidates  running  at  large,  if  there 
are  any. 

This  is  permissive  legislation.  Possi¬ 
bly  the  Guam  Legislature  and  the  Guam 
voters  will  decide  against  districting.  I 
would  be  surprised  if  they  did,  but  this 
bill  places  the  responsibility  in  their 
hands.  Two  years  ago  Congress  passed 
legislation  permitting’  the  Government 
of  Guam  to  pay  the  expenses  of  its  legis/ 
laWs.  The  time  is  now  ripe  to  let  the 
voters  decide  the  manner  in  which  tne 
legislators  shall  be  elected.  / 

Mr.  speaker,  I  yield  such  time/as  he 
may  desnse  to  the  gentleman  frmn  New 
York  [MnV  O’Brien]  ,  chairman  of  the 
subcommittee  handling  the  legislation. 

Mr.  O’BRIBN.  Mr.  Spejfker,  I  shall 
address  myself \riefly  to /his  bill.  It  is 
much  simpler  thaisi  the  Wrgin  Islands  bill 
that  was  just  dispose/  of  because  here 
we  are  merely  giving  to  the  people  of 
Guam  an  opportunity,  if  they  desire  it 
to  reapportion  th£ir  legislative  districts. 
All  of  their  legislators\are  presently 
elected  at  larg^.  PerhapsNn  a  compact 
area  such  as  (Buam  that  is  annight.  But 
if  they  desyre  to  move  into  districts  as 
we  have  m  the  mainland,  thisSJffil  will 
give  thajtr  authority.  \ 

We  Wave  no  island  problem  such\s  we 
hav</  with  the  Virgin  Islands,  and  I 
thirik  we  can  approve  this  bill  without 
aay  difficulty.  \ 

/  Mrs.  REID  of  Illinois.  Mr.  Speaker,  I 
yield  myself  such  time  as  I  may  require. 

Mr.  Speaker,  I  join  my  colleagues  in 
supporting  the  passage  of  H.R.  13298,  a 
bill  to  authorize  the  territorial  legislature 
of  Guam  to  provide  by  law  for  the  elec¬ 
tion  of  some  or  all  of  its  members  by 
election  districts. 

Since  World  War  II  the  people  of 
Guam  have  experienced  seemingly  un¬ 
limited  growth  economically,  politically 
and  socially.  I  dare  say  that  the  Con¬ 
gress  of  the  United  States  has  helped 
foster  the  growth  of  Guam.  The  Con¬ 
gress  has  done  so  by  legislative  enact¬ 
ments  which  extended  the  principle  of 
self-autonomy  to  the  people  of  Guam. 
H.R.  13298,  is  a  further  extension  of  this 
principle. 

The  extension  of  this  principle  to  the 
people  of  Guam  as  American  citizens  is 
in  keeping  with  our  responsibilities  to 
promote  the  principle  of  self  determi¬ 
nation. 

Mr.  Speaker,  I  ask  my  colleagues  to 
join  me  in  support  of  this  legislation  and 
I  urge  its  passage. 


Mr.  Speaker,  I  yield  to  the  gentleman, 
from  Pennsylvania  [Mr.  Saylor]  such 
time  as  he  may  require.  / 

Mr.  SAYLOR.  Mr.  Speaker,  this  js  the 
fourth  bill  referred  to  the  House  (/Rep¬ 
resentatives  on  the  territories /of  our 
country.  / 

Guam  has  made  remarkable  progress 
since  we  originally  gave  them  the  right 
to  elect  their  own  legislature.  It  is  very 
evident  that  instead  of  being  a  burden  as 
many  territories  are  tb  other  nations, 
Guam  now  is  self-sufficient.  They  are 
proud  American  c/izens.  One  of  the 
rights  of  American  citizens  is  to  elect 
their  own  legislature.  The  people  of 
Guam  are  very,  very  cognizant  of  this 
fact  and  the/elections  that  have  taken 
place  on  tl/ island  have  been  very  spir¬ 
ited,  indicating  that  they  appreciate  the 
opportunity  to  participate  in  their  gov¬ 
ernment. 

WiHi  the  House  passage  today  of  the 
bill/permitting  the  people  of  Guam  to 
el/ct  their  own  governor  and  lieutenant 
governor  and  with  the  bill  we  are  now 
considering  this  will  be  a  great  step  for¬ 
ward,  not  only  for  those  who  live  in  these 
territories,  but,  in  my  opinion,  it  will  be 
a  great  step  forward  in  the  history  of  our 
country  in  that  the  Congress  of  the  Unit¬ 
ed  States  is  cognizant  of  its  citizens 
wherever  they  may  be — and  that  when 
they  show  that  they  have  measured  up  to 
the  privileges  of  citizenship  that  this 
Congress  will  give  them  increased  re¬ 
sponsibility. 

Mr.  Speaker,  I  urge  that  the  rules  be 
suspended  and  that  this  bill  be  passed. 

Mr.  ASPINALL.  Mr.  Speaker,  I  yield 
5  minutes  to  the  gentleman  from  Penn¬ 
sylvania  [Mr.  Craley],  sponsor  of  the 
legislation,  and  one  who  has  dedicated 
his  efforts  to  the  people  of  these  faraway 
islands. 

[Mr.  CRALEY  addressed  the  House. 
His  remarks  will  appear  hereafter  in  the 
Appendix.] 

The  SPEAKER.  The  question  is  on 
the  motion  of  the  gentleman  from  Colo¬ 
rado  that  the  House  suspend  the  rules 
mid  pass  the  bill  H.R.  13298. 

\The  question  was  taken;  and  (two- 
thWs  having  voted  in  favor  thereof)  the 
rulek  were  suspended  and  the  bill  was 
passed. 

A  modern  to  reconsider  was  laid  on  the 
table.  \ 


CORRECTION  OP  THE  RECORD 

Mr.  TUNNEyS.  Mr.  Speaker,  in  the 
Congressional  Record  of  May  10,  1966, 1 
am  listed  as  paired  inriavor  of  an  amend¬ 
ment  to  provide  $20  million  in  rent  sup¬ 
plement  contractual  authority,  and  $2 
million  for  payments  under  contracts  in 
fiscal  year  1967.  An  error  was  made, 
and  I  ask  unanimous  consenMo  have  the 
permanent  Record  and  Journal  cor¬ 
rected  to  eliminate  this  pair.  \ 

Mr.  Speaker,  I  was  granted  an'official 
leave  of  absence  by  the  House  tmstake 
part  in  the  United  States-British  Inter¬ 
parliamentary  Conference  on  Africa  on 
May  10.  Had  I  been  present  on  this,  r 
would  have  opposed  this  amendment. 
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The  SPEAKER  pro  tempore.  Is  there 
objection  to  the  request  of  the  gentleman 
from  California? 

There  was  no  objection. 


By  unanimous  consent,  further  pro¬ 
ceedings  under  the  call  were  dispensed 
with. 


CORRECTION  OF  VOTE 

Mr.  BURKE.  Mr.  Speaker,  on  rollcall 
No.  98,  earlier  today,  I  am  recorded  as 
not  voting. 

I  was  present  and  voted  “aye.”  I  ask 
unanimous  consent  thaf\the  permanent 
Record  and  Journal  be  corrected  accord¬ 
ingly. 

The  SPEAKER  pro  tempore.  Is  there 
objection  to  the  request  of  the  gentleman 
from  Massachusetts? 

There  was  no  objection. 

SALE  OF  PARTICIPATIONS  IN  GOV¬ 
ERNMENT  AGENCY  LOAN  POOLS' 

Mr.  YOUNG.  Mr.  Speaker,  by  direc-' 
tion  of  the  Committee  on  Rules,  I  call 
up  House  Resolution  852,  and  ask  for  its 
immediate  consideration. 


CALL  OF  THE  HOUSE 

Mr.  HALL.  Mr.  Speaker,  I  make  the 
point  of  order  that  a  quorum  is  not 
present. 

The  SPEAKER.  Evidently  a  quorum 
is  not  present. 

Mr.  ALBERT.  Mr.  Speaker,  I  move  a 
call  of  the  House. 

A  call  of  the  House  was  ordered. 


SALE  OF  PARTICIPATIONS  IN  GOV¬ 
ERNMENT  AGENCY  LOAN  POOLS 

The  SPEAKER  pro  tempore.  The 
Clerk  will  report  the  resolution. 

The  Clerk  read  the  resolution,  as  fol¬ 
lows: 

H.  Res.  852 

Resolved,  That  upon  the  adoption  of  this 
resolution  it  shall  be  in  order  to  move  that 
the  House  resolve  itself  into  the  Committee 
of  the  Whole  House  on  the  State  of  the 
Union  for  the  consideration  of  the  bill  (H.R. 
14544)  to  promote  private  financing  of  credit 
needs  and  to  provide  for  an  efficient  and 
orderly  method  of  liquidating  financial  as¬ 
sets  held  by  Federal  credit  agencies,  and  for 
other  purposes.  After  general  debate,  which 
shall  be  confined  to  the  bill  and  shall  con¬ 
tinue  not  to  exceed  four  hows,  to  be  equally 
divided  and  controlled  by  the  chairman  and 
ranking  minority  member  of  the  Committee 
on  Banking  and  Currency,  the  bill  shall  be 
read  for  amendment  under  the  five-minute 
rule.  At  the  conclusion  of  the  consideration 
of  the  bill  for  amendment,  the  Committee 
shall  rise  and  report  the  bill  to  the  House 
with  such  amendments  as  may  have  been 
adopted,  and  the  previous  question  shall  be 
considered  as  ordered  on  the  bill  and  amend¬ 
ments  thereto  to  final  passage  without  inter¬ 
vening  motion  except  one  motion  to  recom¬ 
mit.  After  the  passage  of  H.R.  14544,  it 
shall  be  in  order  in  the  House  to  take  from 
the  Speaker’s  table  the  bill  (S.  3283)  and  to 
move  to  strike  out  all  after  the  enacting 
clause  of  said  Senate  bill  and  to  insert  in 


The  Clerk  called  the  roll,  and  the  fol¬ 
lowing  Members  failed  to  answer  to  their 
names : 

[Roll  No.  99] 


Adair 

Gilbert 

Morgan 

Baring 

Goodell 

Morse 

Barrett 

Green,  Oreg. 

Mosher 

Blatnik 

Griffiths 

Moss 

Boggs 

Hagan,  Ga. 

Nix 

Brock 

Halleck 

Olsen,  Mont. 

Brooks 

Halpern 

O’Neill,  Mass. 

Burleson 

Hansen,  Idaho 

Ottinger 

Byrne,  Pa. 

Hansen,  Wash. 

Pike 

Cabell 

Harsha 

Poage 

Cahill 

Harvey,  Ind. 

Powell 

Cameron 

Harvey,  Mich. 

Purcell 

Carter 

Hawkins 

Randall 

Celler 

Hays 

Reid,  N.Y. 

Chelf 

Helstoskl 

Reinecke 

Clark 

Henderson 

Resnick 

Clevenger 

Herlong 

Rhodes,  Pa.  . 

Colmer 

Holland 

Rodino  / 

Conyers 

Howard 

Roncalio  / 

Cooley 

Hungate 

Rooney,  N  Y/ 

Corbett 

Huot 

Rooney,  Par 

Corman 

Irwin 

St.  Onge / 

Curtis 

Jacobs 

Scheueiy 

Daddario 

Jennings 

Scott  / 

Dague 

Jones,  Mo. 

Shriver 

Daniels 

Jones,  N.C. 

Sickles 

Davis,  Wis. 

Kornegay 

syggers 

de  la  Garza 

Kupferman 

Scalbaum 

Dent 

Landrum 

/Stratton 

Dickinson 

Leggett  / 

'Sullivan 

Diggs 

Long,  La.  / 

Sweeney 

Dow 

McCarthy  / 

Thompson,  N.J. 

Downing 

McClory  / 

Thompson,  Tex. 

Duncan,  Oreg. 

McDade  / 

Toll 

Edwards,  Ala. 

McDoMl 

Tupper 

Ellsworth 

McEw^n 

Ullman 

Farbstein 

McVjcker 

Vigorito 

Farnsley 

Macdonald 

Walker,  Miss. 

Feighan 

MacGregor 

Watkins 

Findley 

Jnackie 

Watson 

Flood 

/Madden 

Watts 

Fogarty  / 

Martin,  Ala. 

Whalley 

Ford,  / 

Mathias 

Williams 

Gerald  ly 

May 

Willis 

Fraser  / 

Meeds 

Wilson, 

Fulton, JPenn. 

Michel 

Charles  H. 

Giaimar 

Mize 

The  SPEAKER  pro  tempore.  On  this 
roMcall  294  Members  have  answered  to 
tMeir  names,  a  quorum. 


lieu  thereof  the  provisions  contained  in  H.R. 
14544  as  passed  by  the  House. 

The  SPEAKER  pro  tempore.  The  gen¬ 
tleman  from  Texas  [Mr.  Young]  is  rec¬ 
ognized  for  1  hour. 

Mr.  YOUNG.  Mr.  Speaker,  I  yield  30 
minutes  to  the  distinguished  gentleman 
from  California  [Mr.  Smith],  pending 
which  I  yield  myself  such  time  as  I  may 
require. 

(Mr.  YOUNG  asked  and  was  given 
permission  to  revise  and  extend  his  re¬ 
marks.) 

Mr.  YOUNG.  Mr.  Speaker,  House 
Resolution  852  provides  for  consideration 
f>f  H.R.  14544,  a  bill  to  promote  private 
financing  of  credit  needs  and  to  provide 
for  an  efficient  and  orderly  method  of 
liquidating  financial  assets  held  by  Fed¬ 
eral  credit  agencies,  and  for  other  pur¬ 
poses.  The  resolution  provides  an  open 
rule  with  4  hours  of  general  debate.  Af¬ 
ter  passage  of  H.R.  14544,  it  shall  be  in 
order  to  take  S.  3283  from  the  Speaker’s 
table,  strike  out  all  after  the  enacting 
clause  of  the  Senate  bill  and  insert  in 
lieu  thereof  the  House-passed  language. 

H.R.  14544  permits  the  injection  of 
private  capital  and  private  financing  into 
certain  of  the  direct  Federal  lending  pro¬ 
grams.  This  purpose  is  accomplished  by 
permitting  the  agency  affected  to  trans¬ 
fer  obligations  held  by  it  to  a  pool  or 
pools  under  the  management  of  the  Fed¬ 
eral  National  Mortgage  Association. 
Private  investors  would,  under  the  pro¬ 
visions  of  the  bill,  be  permitted  to  pur¬ 
chase  shares  in  this  pool. 

The  sale  of  such  shares  would  be  cred¬ 
ited  to  the  account  of  the  agencies  whose 
obligations  make  up  the  pool.  In  every 
Instance  where  such  a  participation  pool 
were  to  be  established,  authorization  for 
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the  transfer  of  obligations  would  have 
to  be  contained  in  an  appropriation  act, 
thus  providing  Congress  with  continuous 
supervision  and  control  over  the  gross 
amounts  as  well  as  the  manner  of  such 
sales. 

In  many  instances  agencies  having  au¬ 
thority  to  make  direct  sales  of  their  ob¬ 
ligations,  such  as  the  Small  Business  Ad¬ 
ministration,  and  others  having  the  au¬ 
thority  to  establish  participation  pools, 
such  as  the  Veterans’  Administration,  are 
permitted  on  the  sale  of  such  loans  or 
participations  to  relend  such  moneys 
without  additional  congressional  ap¬ 
proval.  The  Participation  Sales  Act  of 
1966  would,  in  effect,  prevent  this  end 
run  around  the  Appropriations  Commit¬ 
tee  and  thus  subject  such  agency  loan 
expenditures  to  congressional  control. 

The  bill  would  in  fact  strengthen  con¬ 
gressional  control  over  direct  lending 
programs.  No  longer  will  the  perpetual 
motion,  direct  loan  revolving  funds  be 
permitted  to  revolve  without  the  inter¬ 
cession  of  congressional  approval. 

While  it  is  true  that  the  Nation  has 
enjoyed  unprecedented  prosperity  over 
the  past  few  years,  it  is  also  true  that 
the  legitimate  and  competing  needs  for 
the  public  dollar  cannot  be  uniformly 
satisfied  through  continued  reliance  on 
traditional  techniques  of  public  financ¬ 
ing.  It  is  essential  that  we  tap  the  great 
financial  resources  of  the  private  market 
if  we  are  to  attain  the  Great  Society 
goals.  H.R.  14544  will  provide  the  sub¬ 
stitution  of  private  financing  for  certain 
direct  loan  programs  and  release  public 
dollars  to  continue  urgently  needed  pub¬ 
lic  programs. 

Mr.  Speaker,  I  urge  the  adoption  of 
House  Resolution  852  in  order  that  H.R. 
14544  may  be  considered. 

Mr.  SMITH  of  California.  Mr.  Speak¬ 
er,  I  yield  myself  such  time  as  I  may 
consume. 

(Mr.  SMITH  of  California  asked  and 
was  given  permission  to  revise  and  ex¬ 
tend  his  remarks.) 

Mr.  SMITH  of  California.  Mr.  Speak¬ 
er,  House  Resolution  852  makes  in  order 
the  consideration  of  H.R.  14544,  sale  of 
participations  in  Government  agency 
loan  pools.  The  resolution  provides  for 
4  hours  of  general  debate.  It  is  an  open 
rule.  Points  of  order  are  not  waived,  al¬ 
though  this  was  requested.  There  may 
be  several  places  in  the  bill  where  a  point 
of  order  can  be  raised  on  the  basis  of  a 
standing  committee  making  an  appro¬ 
priation  which  they  are  not  allowed  to  do 
under  the  provisions  of  rule  XXI,  clause 
4  of  the  rules  of  the  House  of  Represent¬ 
atives. 

Mr.  Speaker,  testimony  before  the 
Rules  Committee  indicated  that  there 
are  different  interpretations  of  language 
in  the  bill  by  different  individuals.  My 
interpretation  is  as  follows: 

The  purpose  of  H.R.  14544,  accord¬ 
ing  to  the  majority  report  of  the  Bank¬ 
ing  and  Currency  Committee,  is  to  pro¬ 
vide  an  orderly  method  of  liquidating  fi¬ 
nancial  assets  held  by  Federal  lending 
agencies,  and  to  continue  to  expand  pri¬ 
vate  credit  participation  in  the  funding 
of  Government  loan  programs.  This  is 
to  be  achieved  by  authorizing  such  agen¬ 
cies  as  the  Small  Business  Administra¬ 
tion,  the  Farmers  Home  Administration, 
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the  Export-Import  Bank,  the  Depart¬ 
ment  of  Housing  and  Urban  Develop¬ 
ment,  and  other  Federal  agencies  with 
loan  programs,  to  pool  their  loans  with 
the  Federal  National  Mortgage  Associa¬ 
tion,  which  will  sell  participation  cer¬ 
tificates,  representing  an  interest  in  the 
guaranteed  return  on  the  pooled  loans. 

Federal  agencies  pooling  their  loans 
will  receive  funds  from  FNMA  represent¬ 
ing  the  face  value  of  their  pooled  loans, 
deposited  to  their  account  in  the  Treas¬ 
ury.  These  funds  are  available  to  the 
lending  agency  to  draw  on  in  order  to 
make  further  loans.  Some  agencies,  be¬ 
cause  of  the  language  of  the  law  govern¬ 
ing  their  operations,  will  be  able  to  use 
this  device  to  actually  exceed  their  au¬ 
thorized  ceiling  by  means  of  continually 
making  loans,  pooling  them,  and  using 
the  proceeds  to  make  more  loans. 

In  this  context,  let  us  consider  the 
Federal  budget  for  fiscal  year  1967.  It 
contemplates  a  deficit  of  $1.8  billion.  To 
achieve  this  figure  the  administration 
must  sell  through  the  FNMA  pool  $4.2 
billion  of  its  financial  assets.  The  pro¬ 
ceeds  are  treated  in  the  budget  as  “in¬ 
come,”  though  in  reality  a  liquidation  of 
capital  assets  is  what  has  occurred.  If 
the  sales  were  not  made,  the  budget  defi¬ 
cit  would  be  $6  billion.  Actually  the  ad¬ 
ministration  could  have  wiped  out  the 
$1.8  billion  deficit  merely  by  planning 
to  pool  additional  assets.  H.R.  14544  is 
an  authorization  to  destroy,  by  juggling 
and  manipulating  the  bookeeping,  the 
validity  of  the  Federal  budget. 

In  the  same  fashion  as  the  budget,  the 
validity  of  the  Federal  debt  limit  may 
be  prostituted.  The  Government  will 
still  owe  the  obligations  pooled  and  rep¬ 
resented  by  the  certificates.  However, 
FNMA  certificates  are  outside  the  Fed¬ 
eral  debt  limit.  By  using  the  unlimited 
authority  of  FNMA  to  draw  upon  the 
Treasury  to  finance  its  operations,  sig¬ 
nificant  portions  of  the  Federal  debt  can 
be  removed  from  the  Federal  debt,  thus 
deceiving  the  people  as  to  the  true  fig¬ 
ures. 

Mr.  Speaker,  the  Rules  Committee  held 
extensive  hearings.  They  are  printed 
and  available;  I  recommend  them  to  each 
Member.  They  are  the  only  hearings 
available  which  are  not  pro  forma.  They 
are  the  only  hearings  on  H.R.  14544 
which  actually  seek  to  discover  what  the 
language  of  the  bill  will  do. 

The  hearings  clearly  show  the  dangers 
of  rushing  legislation  without  careful 
consideration  of  the  language.  Prior 
hearings  by  a  legislative  committee  on 
the  general  subject  are  no  substitute  for 
careful  consideration  of  the  exact  lan¬ 
guage  involved.  Our  record  bears  this 
fact  out  again  and  again;  it  shows  that 
the  legislative  committee  did  not  hold 
sufficient  hearings  to  determine  the  ac¬ 
tual  meaning  of  the  language  in  the  bill. 
Repeatedly  we  received  contradictory  or 
vague  answers;  repeatedly  the  necessity 
of  redrafting  was  pointed  out.  A  num¬ 
ber  of  amendments  were  discussed,  and 
I  understand  some  will  be  offered. 

We  Republicans  are  sometimes  ac¬ 
cused  by  our  friends  across  the  aisle 
of  not  caring  for  the  people.  Today  we 
speak  again  for  the  people,  for  the  farm¬ 


er,  the  factory  worker,  the  homeowner, 
for  all  those  who  use  the  private  credit 
market  in  the  normal  course  of  their 
lives.  We  oppose  the  administration’s 
efforts  to  embark  on  a  financial  gimmick 
which  will  have  the  effect  of  increasing 
the  cost  of  credit  for  all  Americans.  A 
vote  for  this  bill  is  a  vote  against  the 
people,  a  vote  for  this  bill  is  a  vote  for 
higher  interest  rates.  A  vote  for  this 
bill  is  a  vote  in  favor  of  budgetary  de¬ 
ception. 

We  heard  considerable  testimony  as 
to  the  cost  of  raising  Federal  funds  in 
this  manner,  as  opposed  to  normal 
Treasury  borrowing,  which  the  Under¬ 
secretary  of  the  Treasury  states  is  done 
at  an  interest  rate  of  5  percent.  Wit¬ 
nesses  agreed  that  this  was  a  more  costly 
method  of  raising  revenue;  the  only 
question  was  how  much  more.  The  Un¬ 
dersecretary  testified  concerning  a  re¬ 
cent  FNMA  offering  at  5.33  percent. 
The  most  recent  participation  offering 
was  sold  at  5.5  percent,  a  full  one-half  of 
1  percent  above  normal  borrowing  costs. 
The  Undersecretary  also  testified  that 
this  bill  will  further  tighten  the  money 
market;  a  tighter  market  will  require  a 
higher  rate  on  these  certificates.  If  the 
administration  sells  the  projected  $4.8 
billion  worth  of  certificates  rather  than 
raising  the  money  through  conventional 
means,  it  may  cost  the  taxpayers  be¬ 
tween  $15  and  $20  million  in  additional 
interest  charges. 

It  has  been  claimed  that  the  participa¬ 
tions  sale  proposal  contained  in  H.R. 
14544  is  an  extension  of  the  program  in¬ 
augurated  by  the  Eisenhower  adminis¬ 
tration.  In  support  of  this  contention, 
there  is  cited  the  FNMA  swap  in  fiscal 
year  1960  of  $311  million  of  low-interest 
mortgages  for  $316  million  of  non- 
marketable  Treasury  investment  bonds 
owned  by  the  public.  The  facts,  how¬ 
ever,  reflect  that  these  two  programs  are 
totally  dissimilar,  and  the  Eisenhower 
program  cannot  be  used  as  justification 
for  the  Johnson-Humphrey  scheme. 
The  Eisenhower  program  was  a  straight¬ 
forward  financial  transaction.  The 
mortgages  were  sold  on  a  competitive 
bid  basis,  paid  for  by  bonds  held  by  in¬ 
vestors.  Actual  title  to  the  mortgages 
passed  to  the  purchasers  and  proceeds 
were  carried  in  the  budget  as  a  budget 
receipt.  The  bonds  acquired  by  FNMA 
were  surrendered  to  Treasury  for  can¬ 
cellation.  Thereupon,  Treasury  reduced 
FNMA  indebtedness  to  it  by  a  like 
amount.  Thus,  contrary  to  the  proposed 
scheme,  there  was  no  budget  runaround 
in  the  Eisenhower  program. 

Against  these  facts,  examine  H.R. 
14544.  It  is  nothing  more  than  a  refi¬ 
nancing  scheme  which  will  make  money 
available  to  operate  Federal  loan  pro¬ 
grams  without  reflecting  the  additional 
spending  as  a  debit  in  the  budget.  It  will, 
at  the  same  time,  appear  to  reduce  Gov¬ 
ernment  spending,  as  loan  programs  are 
removed  from  individual  agency  lending 
programs  in  the  budget  and  pooled  in 
FNMA,  whose  operations  are  outside  the 
budget  and  which  has  the  right  of  an  un¬ 
limited  draw  on  the  Treasury  to  make 
good  any  losses  suffered.  This  is  the 
biggest  scheme  to  legalize  backdoor 


spending  ever  brought  before  the 
Congress. 

At  the  present  time,  the  home  mort¬ 
gage  market  is  in  a  state  of  turmoil  and 
confusion.  Home  construction  is  at  a 
dangerously  low  level.  If  the  FNMA  par¬ 
ticipation  sales  are  authorized,  the  FHA 
and  GI  mortgages,  and  other  home  mort¬ 
gages  as  well,  will  become  less  and  less 
attractive  to  investors.  In  order  to  meet 
competition  and  obtain  home  mortgage 
financing,  higher  some  mortgage  financ¬ 
ing  costs  will  have  to  be  imposed.  As  a 
result,  the  prospective  home  builders  or 
buyers  will  be  forced  to  carry  an  addi¬ 
tional  financial  burden. 

Many  times  during  the  89th  Congress, 
we  have  debated  over  the  means  of 
achieving  a  result  sought  by  all  Members, 
the  improvement  of  our  society.  Today 
we  will  debate  a  bill  which  lends  no  as¬ 
sistance  to  that  end,  which  does  not  ad¬ 
vance  the  well-being  of  the  American 
people.  It  will  be  costly  to  the  people, 
both  directly  and  by  increasing  govern¬ 
mental  costs. 

Mr.  Speaker,  in  my  opinion,  H.R.14544 
is  a  very  bad  bill,  and  I  urge  its  defeat. 

Mr.  YOUNG.  Mr.  Speaker,  I  yield  5 
minutes  to  the  gentleman  from  Missouri 
[Mr.  Bolling], 

Mr.  BOLLING.  Mr.  Speaker,  it  is  very 
seldom  that  I  oppose  a  rule.  I  sometimes 
think  that  Members  have  forgotten  what 
a  rule  is.  It  is  a  resolution  which  makes 
a  piece  of  legislation  in  order,  in  a  sense 
beyond  the  regular  rules  of  the  House.  It 
in  effect  is  a  resolution  which  provides 
for  the  special  consideration  of  a  particu¬ 
lar  piece  of  legislation.  The  last  rule  that 
I  voted  against  I  discovered  that  a  good 
many  of  my  colleagues  did  not  under¬ 
stand  what  I  was  saying  when  I  voted 
against  the  rule.  I  voted  against  the 
resolution  which  made  in  order  the  con¬ 
sideration  of  legislation  providing  for  the 
Vice  President’s  residence,  and  then  I 
voted  for  the  bill  because  I  have  been  in 
favor  of  a  residence  for  the  Vice  Presi¬ 
dent  for  a  very  long  time.  I  voted  against 
the  rule  because  I  was  not  for  the  con¬ 
sideration  of  that  particular  piece  of  leg¬ 
islation  at  that  particular  time.  That  is 
exactly  the  way  I  feel  about  this  particu¬ 
lar  bill  that  is  before  us  today. 

The  participation  sales  was  presented 
to  the  Congress  as  an  idea  in  the  Presi¬ 
dent’s  economic  message  in  January  of 
this  year,  January  24,  to  be  exact.  On 
the  20th  of  April  a  bill  was  presented  to 
the  Committee  on  Banking  and  Currency. 
I  am  not  being  critical  of  their  procedure. 
They  have  a  perfect  right  to  function  as 
they  please.  However,  on  the  21st  of 
April  that  piece  of  legislation  came  out. 

Now,  I  happen  to  believe  that  this  is  a 
very  important,  significant  step.  I  think 
it  is  something  that  should  be  considered 
carefully  and  at  length  by  the  House  of 
Representatives  and  the  Congress,  and 
with  all  due  respect  to  the  committee  on 
which  I  serve,  the  Committee  on  Rules, 
as  well  as  the  Committee  on  Banking  and 
Currency,  I  do  not  feel  that  it  has  had 
that  kind  of  consideration.  The  people 
that  purchase  these  participations  or  will 
purchase  these  participations  wTere  not 
heard  before  the  committee.  The  mort¬ 
gage  bankers,  the  bankers  generally,  the 
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insurance  companies,  none  of  them  were 
heard.  Administration  witnesses  were 
heard.  No  doubt  the  administration  is 
thoroughly  convinced  of  the  wisdom  of 
this  legislation.  I  do  not  impugn  their 
motives  or  their  good  faith,  but  I  think 
that  the  easier  solution  to  this,  a  non¬ 
partisan — not  a  partisan — solution  is  to 
vote  down  this  rule  and  let  the  Committee 
on  Banking  and  Currency  more  carefully 
consider  the  matter. 

Mr.  SMITH  of  California.  Mr. 
Speaker,  I  yield  5  minutes  to  the  gentle¬ 
man  from  Illinois  [Mr.  Anderson]. 

(Mr.  ANDERSON  of  Illinois  asked 
and  was  given  permission  to  revise  and 
extend  his  remarks.) 

Mr.  ANDERSON  of  Illinois.  Mr. 
Speaker,  this  is  a  tremendously  impor¬ 
tant  bill  that  we  are  about  to  consider 
this  afternoon.  I  feel  that  many  Mem¬ 
bers  of  this  body  were  more  than  a  little 
bit  surprised  when  they  listened  to  the 
President’s  budget  message  in  January 
and  learned  that  in  spite  of  the  old  pro¬ 
grams  and  new  programs,  that  we  are 
going  to  wind  up  1967  with  a  deficit  of 
only  $1.8  billion. 

Well,  I  believe  now  we  realize,  at  least 
everyone  in  this  Chamber  realizes,  just 
how  this  is  going  to  be  achieved.  It  is 
going  to  be  achieved  by  selling  off  Gov¬ 
ernment  assets  of  better  than  $7.4  bil¬ 
lion.  However,  as  the  record  of  hear¬ 
ings  before  the  Committee  on  Rules  will 
show  it  is  in  reality  not  a  sale  of  Gov¬ 
ernment  assets  at  all ;  merely  a  refinanc¬ 
ing  through  the  Federal  National  Mort¬ 
gage  Association. 

Frankly,  Mr.  Speaker,  I  canont  be 
quite  as  charitable  as  the  gentleman 
from  Missouri  [Mr.  Bolling],  with  ref¬ 
erence  to  the  cavaliar  treatment  that 
this  bill  received  in  the  Committee  on 
Banking  and  Currency.  The  bill  should 
have  received  more  thorough  considera¬ 
tion  there.  Instead  that  committee 
heard  only  two  administration  witnesses 
and  concluded  its  hearings  in  less  than 
a  day  without  allowing  any  opposition 
witnesses  to  be  heard. 

It  is  my  recollection  that  the  entire 
record  of  hearings  before  the  Banking 
and  Currency  Committee  was  only  two- 
thirds  the  volume  of  the  record  on  this 
bill  compiled  by  the  Rules  Committee.  I 
believe  everyone  will  have  to  agree  that 
we  heard  more  witnesses  before  the  Com¬ 
mittee  on  Rules  than  were  heard  by  the 
Committee  on  Banking  and  Currency. 
This  is  a  highly  unusual  situation. 

I  feel  that  something  has  gone  wrong, 
and  we  are  witnessing  a  short  circuiting 
of  the  legislative  process  in  an  effort  to 
ramrod  this  bill  through  the  House  of 
Representatives. 

You  know  there  is  something  else  that 
occurs  to  me  this  afternoon  and  that  is 
this.  The  chief  sponsor  of  this  legisla¬ 
tion,  at  least  before  the  Committee  on 
Rules,  was  the  very  distinguished  gen¬ 
tleman  from  Texas  [Mr.  Patman].  I 
have  listened  to  him  for  the  last  5  or  6 
years  excoriating  the  big  bankers  and 
excoriating  those  who  charge  high  and 
extortionate  rates  of  interest  and  yet  I 
find  to  my  complete  and  utter  amaze¬ 
ment  that  he  has  reversed  his  position  to 
the  point  where  he  is  advocating  that  the 


House  of  Representatives  undertake  to 
pass  a  bill  that  even  the  sponsors,  even 
the  Under  Secretary  of  the  Treasury, 
admitted  before  our  Committee  on  Rules 
that,  of  course,  it  is  going  to  cost  the 
Federal  Government  more  to  borrow 
money  to  refinance  these  obligations 
through  Fannie  Mae  than  through  Treas¬ 
ury  borrowing  of  the  usual  kind. 

You  know  it  was  not  many  months 
ago  that  the  Nation  mourned  the  pass¬ 
ing  of  the  last  of  the  red  hot  mommas. 
I  think  it  is  time  and  I  am  beginning  to 
think  maybe  we  here  must  mourn  the 
passing  of  the  last  of  the  red  hot  Popul¬ 
ists.  There  is  going  to  be  a  new  Wash¬ 
ington  parlor  game  if  this  bill  becomes 
law  and  that  is  going  to  be  “Deficit,  de¬ 
ficit,  who’s  got  the  deficit”  because  no¬ 
body,  literally  nobody,  is  going  to  be  able 
to  tell  where  they  have  it  hidden. 

Maybe  James  Kilpatrick  had  it  right 
when  he  explained  just  what  the  nature 
of  the  emergency  was  that  brought  this 
bill  shooting  out  of  the  Committee  on 
Banking  and  Currency,  as  he  says,  “Just 
like  a  little  green  pea  under  three  walnut 
shells.” 

That  is  exactly  the  way  I  felt  as  I  sat 
in  the  Committee  on  Rules  for  several 
days  listening  to  the  testimony  on  this 
bill.  Because,  as  I  say,  this  represents  a 
very  fundamental  and  basic  decision. 
We  should  not  be  under  any  misappre¬ 
hension  as  to  what  we  are  doing  when  we 
act  on  this  bill. 

This  represents  a  very  fundamental 
policy  decision.  We  are  to  raise  money 
that  the  Government  so  desperately 
needs  today,  but  we  are  not  going  to  bor¬ 
row  it,  we  are  not  going  to  raise  taxes; 
instead  we  are  going  to  try  a  new  gim¬ 
mick— we  are  going  to  try  to  sell  off 
Government  assets  and  hope  somehow, 
someway,  we  can  thereby  raise  the  money 
we  need  and  at  the  same  time  conceal 
from  the  American  taxpayers  just  what 
the  true  extent  of  our  indebtedness  is. 

Elliot  Janeway,  the  financial  writer, 
was  commenting  on  this  bill  a  few  days 
ago  in  a  New  York  newspaper.  He  made 
this  very  cogent  comment  on  the  bill  be¬ 
fore  us  today: 

Johnson  Resourceful  in  Tax  Alternative 
(By  Elliot  Janeway) 

New  York. — Whatever  President  Johnson’s 
critics  may  fault  him  for  they  can’t  deny 
that  he  is  resourceful.  Certainly,  the  gim¬ 
mick  he’s  relying  on  as  an  alternative  to 
higher  taxes  is  an  artful  one.  It  calls  for  the 
sale  of  Government  assets  to  private  in¬ 
vestors. 

What  puts  the  authentic  L.B.J.  stamp  on 
this  maneuver  is  that  it  gets  the  President 
off  the  horns  of  the  trilemma  confronting 
him.  Horn  No.  1  is  fiscal:  the  rising  cost  of 
the  Vietnam  war  has  run  the  Government 
out  of  money,  and  it  needs  more  than  even 
the  boom  is  bringing  in  at  current  tax  rates. 

Horn  No.  2  is  political.  The  rising  cost  of 
living  and  of  doing  business  has  alerted  con¬ 
sensus-taking  politicians  to  the  danger  of 
adding  the  higher  cost  of  Government  to  the 
burden  of  inflation-pinched  taxpayers.  All 
hands  agree,  for  example,  that  Johnson’s  po¬ 
litical  losses  from  plumping  for  emergency 
war  taxes  would  erase  most  of  his  winnings 
from  civil  rights  and  related  victories.  The 
political  answer  to  the  fiscal  question  comes 
through  loud  and  clear:  If  the  administra¬ 
tion  needs  money  for  Vietnam,  any  way  to 
raise  it  Is  smarter  and  safer  than  by  emer¬ 
gency  taxes. 
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BORROWING  IS  PROHIBITIVE 

Horn  No.  3  is  prestigious:  The  rising  cost 
of  money  has  made  borrowing  prohibitive  for 
everybody — including  even  the  Government. 
To  finance  the  war  by  borrowing  would 
therefore  be  bad  business,  but  it  would  also 
be  bad  public  relations. 

For  Johnson  has  been  building  his  image 
of  prudent  progressivism  by  pointing  with 
pride  to  his  modest  budgetary  deficits  and  by 
contrasting  them  with  the  Eisenhower  and 
Kennedy  deficits,  which  mushroomed  into 
$  12-billion  failures  of  political  finance. 
Neither  the  Eisenhower  image  nor  the  Ken¬ 
nedy  image  led  the  public  to  expect  business 
management  from  either  personality,  and  the 
temper  of  the  times  did  not  particularly  re¬ 
quire  it. 

But  the  public  does  expect  Johnson  to  pass 
the  pragmatic  test  and  so  does  the  emergency 
that  had  developed  In  Vietnam.  A  “John¬ 
son  deficit”  in  wartime  of  the  proportions  of 
the  peak  peacetime  Eisenhower  and  Ken¬ 
nedy  deficits  would  look  bad,  and  it  would 
be  bad. 

NEW  TRIPLE  PLAY 

Hence  L.B.J.’s  shrewd  new  asset-selling 
triple  play.  It  will  get  him  off  the  hook 
fiscally  by  flooding  the  Treasury  with  a  big¬ 
ger  cash  windfall  than  a  preliminary  war 
tax  would  have  brought  in.  It  will  get  him 
off  the  hook  politically  by  finding  the  money 
needed  for  Vietnam  without  taking  it  from 
the  taxpayers.  And  it  will  get  him  off  the 
hook  prestigiously  because  the  substitute  he 
has  hit  for  borrowing  means  that  the  deficit 
won’t  go  up  even  though  billions  will  be 
raised  without  raising  taxes. 

Admittedly,  financial  purists  will  object 
that  cash  raised  by  the  selling  of  assets  is 
not  bona  fide  income  which  balances  expendi¬ 
tures  and  really  avoids  deficits.  But,  in 
terms  of  the  practicalities  of  political  image 
merchandising,  L.B.J.  has  pulled  off  another 
one  of  his  miracles.  He  can  continue  to 
point  with  pride  to  his  businesslike  manage¬ 
ment,  and  the  customers  won’t  start 
complaining. 

NOT  TO  JOHNSON 

At  least  to  him,  for  while  the  adminis¬ 
tration’s  new  asset-selling  device  does  get 
Johnson  out  of  his  immediate  fiscal  polit¬ 
ical  and  prestige  trilemma,  it  does  not  get 
the  economy  out  of  the  1966  money  squeeze. ' 
On  the  contrary,  the  administration’s  new 
money-raising  deal’  will  give  the  screws  an¬ 
other  turn — in  fact,  the  cruelest  turn  yet 

In  order  to  make  room  in  the  liquidity- 
parched  private  sector  for  the  billions  in 
Government  paper  the  administration  pro¬ 
poses  to  dump  on  the  money  market,  a  suit¬ 
able  incentive  will  have  to  be  provided.  This 
means  that  the  rate  of  return  on  Govern¬ 
ment-backed  investments  will  have  to  rise 
again — the  column  believes  to  above  6  per¬ 
cent  and,  quite  possibly,  to  6*/2  percent,  an 
interest-rate  level  which  Congress  would 
never  authorize  the  Government  to  pay  on 
new  issues.  A  6-  to  6  y2  -percent  rate  on  Gov¬ 
ernment  issues  is  a  peril  point  rate  for  the 
entire  economy,  beginning  with  the  already 
suspect  stock  market. 

If  we  take  this  step,  we  are  going  to  do 
it  at  the  expense  of  raising  interest  rates 
in  the  country. 

The  last  issue  of  Fannie  Mae  participa¬ 
tion  sold  for  5V2  percent.  The  interest 
rate  on  long-term  Treasury  bonds  is  4.25 
percent.  So  the  little  fellow  will  go  on 
supporting  his  Government  by  purchas¬ 
ing  the  long-term  bonds  that  will  bring 
him  4 14  percent  and  some  of  the  Wall 
Street  investment  bankers  and  the  big 
institutional  investors,  some  of  the  firms 
we  heard  about  in  our  hearings  before 
the  Committee  on  Rules,  that  already 
have  a  very  cozy  arrangement  with  Fan- 
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nie  Mae — they  will  flock  in  and  buy  par¬ 
ticipations  that  will  yield  5%  percent. 

So  do  not  let  anyone  kid  you,  my 
friends.  This  bill  is  going  to  cost  the 
Federal  Government  money.  It  is  going 
to  cost  the  taxpayers  money  when  they 
subsidize  the  interest  rates  that  are  going 
to  have  to  be  paid.  It  is  going  to  cost 
the  consumers  and  it  is  going  to  cost  the 
fellow  who  wants  to  go  into  the  home 
mortgage  market  and  find  the  money 
that  he  needs  to  buy  a  home.  He  is  not 
going  to  find  it.  Why?  Because  why 
should  a  banker  go  out  and  buy  an  FHA 
or  a  GI  mortgage  or  any  kind  of  a  home 
loan  mortgage  at  5V2  percent  and  go  to 
all  the  trouble  and  the  expense  and  the 
risk  of  servicing  that  obligation? 

If  this  bill  is  passed  he  will  instead  go 
to  the  Federal  Government  or  FNMA 
and  buy  participations  for  5%  or  6  per¬ 
cent  with  no  fuss,  muss,  or  bother  what¬ 
ever. 

I  submit  that  this  is  a  bad  rule.  The 
rule  ought  to  be  defeated.  The  bill  ought 
to  be  defeated.  We  certainly  found  in 
the  hearings  we  had  before  the  Rules 
Committee  that  even  the  members  of  the 
legislative  committee  do  not  agree  exactly 
on  what  this  bill  meant.  In  the  middle 
of  those  hearings  they  agreed  that 
certain  amendments  would  be  offered. 
But  in  the  time  that  I  have  been  a  Mem¬ 
ber  of  this  body,  I  have  been  told  and 
reminded  consistently  that  it  is  bad  to 
write  legislation  of  this  nature  on  the 
floor  of  the  House,  and  that  is  the  reason 
why  we  customarily,  I  suppose,  grant 
closed  rules  in  the  case  of  legislation 
coming  out  of  the  Ways  and  Means 
Committee. 

I  would  suggest  that  it  is  bad  legisla¬ 
tive  policy  to  try  to  rewrite  this  bill, 
faulty  and  defective  as  it  is,  on  the  floor 
of  the  House  of  Representatives  today.  I 
hope  that  the  rule  will  be  defeated. 

Mr.  SMITH  of  California.  Mr. 
Speaker,  I  yield  to  the  gentleman  from 
California  [Mr.  Talcott]  for  the  pur¬ 
pose  of  making  a  unanimous-consent 
request. 

(Mr.  TALCOTT  asked  and  was  given 
permission  to  revise  and  extend  his  re¬ 
marks.) 

Mr.  TALCOTT.  Mr.  Speaker,  if  there 
ever  was  a  time  or  a  reason  for  defeat¬ 
ing  a  rule,  this  is  it. 

Regardless  of  the  merits — and  there 
are  not  many — or  any — good  reasons  for 
this  bill  now — we  in  Congress  have  some 
larger  responsibilities,  some  more  funda¬ 
mental  obligations. 

The  committee  system — the  backbone 
of  our  legislative  process;  an  essential 
ingredient  of  our  parliamentary  pro¬ 
cedure — is  being  flaunted. 

In  a  large  complex  society,  represent¬ 
ative  government  is  only  as  good  as  the 
legislative  committee. 

The  Banking  and  Currency  Commit¬ 
tee  has  been  ruthlessly  and  arrogantly 
demeaned  and  circumvented.  If  you 
permit  this  to  happen  to  the  Bank¬ 
ing  and  Currency  Committee  it  can  hap¬ 
pen  to  any  committee  of  Congress — and 
no  committee  would  be  any  longer  nec¬ 
essary. 

Let  me  review  briefly  the  chronology 
of  this  bill.  The  President  sent  up  an 
executive  communication — which  is  not 


important  enough  to  be  read  in  the 
House — and  this  was  referred  to  the 
Banking  and  Currency  Committee. 

The  day  before,  our  committee  was 
sent  notice  of  a  hearing  on  a  bill  not 
yet  introduced. 

The  following  day  our  committee  met, 
Mr.  Speaker,  faster  than  a  committee 
could  respond  to  a  Presidential  request 
for  a  declaration  of  war. 

The  President’s  message  in  the  form 
of  an  executive  communication  to  Con¬ 
gress  on  the  subject  was  delivered  to 
the  House  on  the  same  day.  Such 
Presidential  communication  is  not  im¬ 
portant  enough  to  be  read  in  the  House. 
No  subcommittee  hearing  was  scheduled. 
The  full  committee  could  not  begin  until 
10:40  a.m. — the  Housing  Subcommittee 
had  a  previously  scheduled  hearing  at 
the  regular  meeting  time  of  10  a.m. — and 
printed  bills  were  not  available  at  10 
o’clock. 

Only  two  witnesses,  both  administra¬ 
tion  officials,  were  called.  No  member 
was  permitted  more  than  5  minutes  for 
interrogation.  Many  members  were 
not  allowed  to  complete  their  question¬ 
ing. 

The  committee  adjourned  at  11 :55  a.m. 
and  resumed  the  hearing  at  about  2:15 
p.m. 

At  about  3  o’clock,  the  same  day, 
a  majority  of  the  committee  voted  to 
close  the  hearing,  excuse  the  witnesses, 
dismiss  the  public  and  the  press,  meet 
in  executive  session  and  vote  out  the 
bill.  Four  simple  amendments  were  ac¬ 
cepted  without  debate  and  the  bill  was 
passed  in  about  5  minutes. 

Our  committee  spent  2  hours  and  22 
minutes  on  the  bill.  No  general  bill  has 
received  less  attention  or  consideration 
by  our  committee  for  a  long  time. 

A  bare  quorum  attended  the  meeting. 
The  chairman  took  votes.  He  was  pre¬ 
pared.  He  had  proxies  for  all  absent 
majority  members.  The  ranking  mi¬ 
nority  member  had  no  valid  proxies  be¬ 
cause  he  could  have  had  no  idea  that 
such  an  important  bill,  or  any  bill,  would 
ever  be  voted  out  with  so  little  consider¬ 
ation. 

Again  the  Banking  and  Currency 
Committee  has  degraded  itself  and  de¬ 
meaned  the  legislative  process,  and  the 
Congress.  The  parliamentary  system 
has  been  flagrantly  abused.  Our  com¬ 
mittee  has  disdaned  debate  and  delib¬ 
eration.  A  majoritarian  device  has  been 
arrogantly  applied :  “We  have  the  votes, 
so  why  deliberate?”  Few  would  believe 
a  once-facetious  cliche  has  been  given 
brutal  currency:  “My  mind  has  been 
made  up  for  me,  so  don’t  confuse  me 
with  the  facts.”  The  committee  had  its 
orders,  so  why  even  listen  to  any  other 
views. 

Some  committee  members,  who  were 
voted  in  favor  of  the  bill  had  not  even 
read  the  bill.  This  makes  a  travesty  of 
our  committee  rules  and  the  quality  of 
our  legislative  process. 

A  good  bill  can  stand  debate,  delibera¬ 
tion,  full  inquiry.  A  bad  bill  cannot 
withstand  the  light  of  day,  the  scrutiny 
of  interrogation,  the  crucible  of  debate* 
the  spotlight  of  public  opinion. 

H.R.  14544  must  be  a  very  bad  bill.  It 
is  being  rammed  through  the  commit¬ 


tee  and  the  Congress  before  even  Mem¬ 
bers  of  Congress  can  understand  it  or 
evaluate  the  consequences.  It  must  be 
forced  through  Congress  before  the  tax¬ 
payer  discovers  the  added  costs.  Enact¬ 
ment  must  be  railroaded  before  the  citi¬ 
zens  realize  that  an  enormous  deficit  is 
building  because  of  the  “guns  and  butter” 
spending  extravagances  of  the  adminis¬ 
tration.  Enactment  is  urgent  before  the 
people  of  the  United  States  discover  that 
instead  of  a  $1.8  billion  deficit  which  the 
President  promised,  we  really  have  a  $6 
billion,  or  more,  deficit.  The  bill  must 
be  enacted  hurriedly  before  the  public 
discovers  the  budgetary  legerdemain. 

The  Chairman  likens  this  bill  to  emer¬ 
gency  legislation  during  the  great  de¬ 
pression  of  1933.  The  terrible  conse¬ 
quences  of  extravagant  Federal  spend¬ 
ing  are  obviously  imminent.  We  all 
know  this.  The  growing  inflation  is  con¬ 
vincing  evidence.  But  we  should  do  the 
right  things,  forthrightly,  openly,  after 
thorough  study,  debate,  and  delibera¬ 
tion.  Gimmicks  and  tricks,  which  only 
postpone  proper  and  necessary  action 
until  after  the  election,  should  not  be 
tolerated. 

The  merits  of  every  bill  are  important. 
But  Members  of  Congress  have  a  larger 
responsibility  than  any  particular  bill. 
We  have  an  obligation  to  preserve  sound 
parliamentary  procedure,  the  committee 
system,  and  the  right  of  the  public  to 
know  fully  about  bills  which  we  consider. 
We  are  not  discharging  our  obligation. 
Our  committee,  the  Congress,  and  the 
administration  which  is  pressuring  our 
committee  to  behave  in  this  unseemly 
manner,  will  suffer  and  regret  this  per¬ 
formance. 

Ths  Committee  is  a  crucible  where 
legislation  Should  be  refined — Federal 
legislation  affects  every  citizen  of  the 
United  States  and  of  the  world — it  should 
be  as  nearly  perfect  as  possible.  Legis¬ 
lation  is  not  often  perfected  by  amend¬ 
ments  from  the  floor  at  the  last  minute. 
This  bill  was  hastily  conceived,  loosely 
and  poorly  drafted — filled  with  contra¬ 
dictions  and  enormously  broad,  new  au¬ 
thorities  which  were  never  questioned  or 
discussed — certainly  not  explained,  per¬ 
fected  or  refined.  The  committee  did  not 
perform  this  function  at  all. 

The  legislative  committee  is  the  only 
practical  agency  for  marshaling  facts 
and  obtaining  expert  opinion  and  pro¬ 
fessional  advice.  Only  two  Government 
witnesses  were  called — they  testified  only 
briefly — some  members  were  prevented 
from  questioning  them.  No  private  or 
industry  witnesses  were  called.  No  par¬ 
ticipating  agency  heads  were  called.  Not 
even  the  president  of  FNMA  was  called. 
Some  witnesses  who  wanted  to  appear 
were  not  permitted  to  testify. 

Some  organizations  were  told  to  write 
letters  in  support  of  the  bill  when  they 
had  not  even  seen  the  bill.  Some  orga¬ 
nizations  heeled  to  the  administration 
and  wrote  letters  in  support  without  any 
information  or  background. 

Most  experts  in  the  financial  industry 
are  keeping  mum  on  this  bill — they  know 
it  is  fraudulent. 

The  committee  has  neglected  its  fact¬ 
marshaling  responsibility. 
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A  committee  of  Congress  should  make 
certain  that  the  press  and  the  public 
know  and  understand  the  proposed  leg¬ 
islation,  its  advantages,  disadvantages, 
and  consequences. 

Some  members  of  our  committee  voted 
to  report  this  bill  without  even  reading 
the  title  of  the  bill. 

There  are  not  three  newspaper  re¬ 
porters  who  understood  the  bill — one  re¬ 
porter  for  a  leading  financial  paper  said: 

How  can  I  report  on  these  hearings.  I 
don’t  even  know  what  a  “participation”  is. 

There  is  more  confusion,  less  under¬ 
standing,  of  this  bill  than  any  other  pro¬ 
posed  in  the  last  two  Congresses.  Yet 
our  committee  spent  less  than  2  y2  hours 
on  it. 

We  have  let  the  Members  of  Congress 
down.  Few  Members  can  explain  this 
bill  to  a  constituent.  The  Rules  Com¬ 
mittee  was  thoroughly  confused — they 
spent  more  time  on  this  bill  than  the 
Banking  and  Currency  Committee.  The 
under  secretary  of  the  Treasury  spent 
more  time  explaining  this  bill  to  the 
rules  committee  than  to  Banking  and 
Currency  Committee.  More  major 
amendments  were  proposed  and  agreed 
to  in  the  rules  committee — believe  it  or 
not — than  in  our  committee.  Did  you 
ever  hear  of  trying  to  amend  a  bill  in 
rules  committee?  Well  it  happened 
several  times  with  this  bill. 

Our  committee  did  not  do  its  work. 
It  did  not  gather  the  facts,  it  did  not 
seek  expert  advise,  it  did  not  debate  or 
deliberate  the  bill,  it  did  not  help  to  in¬ 
form  or  advise  the  public,  press,  or  Mem¬ 
bers  of  Congress. 

The  Chairman  is  not  entirely  at  fault. 
He  does  not  like  this  kind  of  a  bill.  This 
is  a  “high  interest”  bill.  This  is  a  “tight 
money”  bill.  This  will  raise  the  costs  of 
housing  especially.  All  of  these  things 
are  contrary  to  everything  our  chair¬ 
man  has  advocated  for  years. 

Unless  we  study  this  bill  more — unless 
we  amend  the  bill — it  will  come  back  to 
haunt  and  embarrass  everyone  of  us,  in¬ 
cluding  the  chairman. 

If  you  do  not  send  this  bill  back  to  the 
committee — and  permit  the  legislative 
committee  to  fully  perform  its  function — 
you  will  be  demeaning  the  committee 
system,  degrading  the  Congress. 

There  are  dozens  of  other  reasons  to 
defeat  this  rule — one  example,  only,  and 
I  will  yield  back  my  time — a  point  of 
order  will  be  made.  The  ruling  will 
either  gut  this  bill  or  set  a  precedent 
which  will  get  the  appropriations  power 
of  Congress.  You  can  avoid  this  dilem¬ 
ma  only  by  defeating  the  rule. 

No  country  or  system  can  long  toler¬ 
ate  an  arrogance  of  power.  A  majority, 
no  matter  how  great  in  numbers,  will  not 
survive  if  it  cannot  withstand  the  ques¬ 
tions  or  ideas  of  the  minority.  Suppres¬ 
sion  of  debate,  ideas  or  the  free  expres¬ 
sion  of  opinion — whether  by  brute  force 
of  arms,  or  by  denial  of  the  basic  parlia¬ 
mentary  functions — will  inexorably  un¬ 
dermine  the  majority,  the  Congress,  and 
the  Nation. 

May  I  suggest  that,  in  spite  of  your 
orders,  you  study  thoroughly  H.R.14544. 

Mr.  SMITH  of  California.  Mr. 
Speaker,  I  yield  5  minutes  to  the  gentle¬ 
man  from  New  York  [Mr.  FinoI. 


Mr.  FINO.  Mr.  Speaker,  in  my  opin¬ 
ion  this  is  the  most  confusing  piece  of 
legislation  ever  brought  before  this 
House.  One  of  the  reasons  it  is  so  con¬ 
fusing  is  that  the  proposal  is  self- 
contradictory.  Another  reason  for  the 
confusion  is  that  our  committee,  the 
Banking  and  Currency  Committee — and 
it  is  with  some  reluctance  that  I  make 
this  charge — simply  has  not  done  the  job 
that  it  should  have  done  in  giving  ex¬ 
tensive  and  careful  consideration  to  this 
legislation. 

We  spent  less  than  3  hours  on  this  bill. 
We  heard  only  two  administration  wit¬ 
nesses,  with  no  notice  to,  or  opportunity 
for,  opposition  witnesses  to  appear  to  tes¬ 
tify  on  this  bill.  We  held  a  very  brief  ex¬ 
ecutive  session,  and  adopted  two  amend¬ 
ments,  one  of  which  was  in  principle 
only,  and  without  benefit  of  the  text  of 
the  proposed  amendment.  When  the 
text  of  one  of  these  crucial  amendments 
appeared  as  a  committee  amendment  of 
this  reported  bill,  many  of  us  were  as¬ 
tounded  to  note  that  the  amendment 
apparently  involved  a  far  more  reaching 
policy  change  in  the  appropriation  proc¬ 
ess.  The  hearings  of  our  committee  on 
this  most  important  measure  consisted 
of  only  61  pages  of  testimony,  and  of  the 
61  pages  the  first  21  pages  is  material 
simply  laid  into  the  record  by  the  admin¬ 
istration  witnesses. 

Our  committee’s  actual  consideration 
of  the  legislation,  therefore,  involves  only 
40  pages  of  the  printed  record. 

Mr.  PATMAN.  Mr.  Speaker,  will  the 
gentleman  yield? 

Mr.  FINO.  I  am  happy  to  yield  to  the 
distinguished  chairman  of  the  commit¬ 
tee,  the  gentleman  from  Texas. 

Mr.  PATMAN.  The  gentleman  re¬ 
members  that  we  spent  almost  a  month 
on  a  companion  bill  that  covered  every 
problem  and  every  controversy  that  this 
bill  has. 

Mr.  FINO.  The  gentleman  knows  full 
well  that  the  subject  of  the  bill  to  which 
he  refers  was  only  the  SBA. 

Mr.  PATMAN.  The  SBA,  but  that  bill 
involved  the  same  question  as  in  H.R. 
14544.  Frequently  it  was  mentioned  that 
the  big  bill  would  soon  be  up  for  consid¬ 
eration.  We  had  4  full  days  of  hearings, 
and  then  we  had  consideration  outside 
of  the  hearings.  We  had  a  2-week  Easter 
recess,  and  the  staff,  both  Democratic 
and  Republican  members  of  the  staff, 
worked  during  those  2  weeks  on  the  bill. 
So,  in  effect,  we  had  4  weeks  of  con¬ 
sideration  of  this  general  proposal  before 
our  committee. 

Mr.  FINO.  I  hate  to  disagree  with  my 
distinguished  Chairman,  but  this  was  an 
entirely  different  bill.  It  required  full 
consideration.  It  required  the  full  testi¬ 
mony  of  witnesses,  and  we  did  have  wit¬ 
nesses  who  wanted  to  appear,  but  we  did 
not  give  them  the  opportunity  or  the 
time  to  appear. 

Our  committee’s  hearings  were  so 
scanty  and  confusing  that  an  unusual 
thing  has  happened.  The  House  Agri¬ 
culture  Committee,  because  some  of  its 
programs  were  involved,  took  it  upon 
itself  to  hold  a  hearing  on  our  Banking 
and  Currency  Committee  bill.  For  this, 
the  Agriculture  Committee  is  to  be  com¬ 
mended,  and  complimented,  and  praised. 


The  House  Rules  Committee,  when  it 
was  considering  the  legislation,  adopted 
the  rather  unusual  procedure  of  that 
committee,  actually  holding  hearings  on 
this  legislative  proposal.  The  gentleman 
from  California  has  already  indicated 
that  they  had  to  do  the  job  that  we  were 
supposed  to  have  done.  Its  hearings 
comprise  101  pages  of  printed  record. 
The  Rules  Committee  is  to  be  especially 
commended  for  its  hearing.  As  a  matter 
of  fact,  the  Rules  Committee  hearing  ex¬ 
ceeds  both  in  time  and  in  pxinted  record, 
hearings  held  by  either  the  House  Bank¬ 
ing  and  Currency  Committee  or  the  Sen¬ 
ate  Banking  and  Currency  Committee. 

In  the  course  of  the  Rules  Committee 
hearing,  as  a  result  of  probing  the  wide- 
open  authority  in  the  bill,  the  chairman 
of  the  Banking  and  Currency  Commit¬ 
tee  agreed  to  offer  amendments  on  the 
floor,  to  some  extent  circumscribing  the 
wide-open  authority  of  the  bill  which  our 
committee  had  reported.  To  my  mind, 
this  is  most  unusual  legislative  proce¬ 
dure. 

When  the  bill  is  read  for  amendment, 
numerous  other  amendments  will  have 
to  be  offered  and  adopted  if  the  bill  is 
to  emerge  as  anything  other  than  a  leg¬ 
islative  monstrosity.  The  House  will 
simply  have  to  do  the  job  which  our  com¬ 
mittee,  the  Committee  on  Banking  and 
Currency,  did  not  do  and  should  have 
done  in  the  first  instance.  It  will  be  a 
complicated  and  confusing  procedure. 

There  is  only  one  way  to  eliminate  the 
complications  and  confusion,  and  that  is 
to  defeat  the  rule. 

Mr.  YOUNG.  Mr.  Speaker,  I  yield  3 
minutes  to  the  distinguished  gentleman 
from  Florida  [Mr.  Sikes], 

(Mr.  SIKES  asked  and  was  given  per¬ 
mission  to  revise  and  extend  his  re¬ 
marks.) 

Mr.  SIKES.  Mr.  Speaker,  there  is  an¬ 
other  side  to  H.R.  14544,  a  meritorious 
side.  This  is  not  a  new  proposal.  This 
bill  would  provide  the  same  type  of  assets 
sales  program  which  was  utilized  to  good 
advantage  by  President  Eisenhower’s  ad¬ 
ministration.  It  has  received  the  sup¬ 
port  of  the  Bi-Partisan  Committee  on 
Money  and  Credit  and  the  support  of 
President  Kennedy’s  Committee  on  Fed¬ 
eral  Credit  programs.  Thus,  President 
Johnson  is  the  third  Chief  Executive  to 
support  this  concept  in  very  recent  years. 

Instead  of  taking  away  congressional 
jurisdiction  and  control,  as  so  many  bills 
do,  this  one  would  expand  congressional 
control  to  the  pooling  of  assets  for  sale, 
and  it  would  strengthen  congressional 
appropriations  control  over  Federal 
lending  agencies  and  their  financing. 

It  seems  to  me  that  is  advantageous 
and  desirable. 

I  am  impressed  by  the  fact  that  the 
bill  will  permit  handling  of  sales  by  the 
Federal  National  Mortgage  Association, 
an  experienced,  capable,  and  trustworthy 
agency.  The  FNMA  will  coordinate  with 
Treasury’s  debt-management  activities. 
The  proposal  will  reduce  interagency 
competition  in  the  market.  It  will  en¬ 
courage  the  substitution  of  private  credit 
for  public  credit  in  Federal  lending  pro¬ 
grams.  Certainly  in  those  areas  we 
would  be  taking  important  forward  steps. 
There  is  much  more  to  be  said  in  favor 
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of  the  bill  than  there  is  in  opposition  to 
it.  I  support  it.  I  hope  it  will  pass.  I 
say,  let  us  try  it.  If  there  are  Govern¬ 
ment  assets  which  can  properly  be  dis¬ 
posed  of,  why  should  we  not  take  advan¬ 
tage  of  that  fact?  Why  should  we  not 
also  take  advantage  of  a  desirable  new 
procedure  for  doing  so? 

Mr.  SMITH  of  California.  Mr. 
Speaker,  I  yield  5  minutes  to  the  gentle¬ 
man  from  Wisconsin  [Mr.  Byrnes!  . 

(Mr.  BYRNES  of  Wisconsin  asked  and 
was  given  permission  to  revise  and  ex¬ 
tend  his  remarks.) 

Mr.  BYRNES  of  Wisconsin.  Mr. 
Speaker,  I  might  not  take  this  time  if  it 
were  not  for  the  fact  that  the  President, 
in  a  public  statement— in  which  he  was 
encouraging  the  Congress  to  enact  this 
legislation — did  list  me  as  an  advocate  of 
what  this  legislation  would  authorize  him 
to  do. 

I  want  to  state  categorically  that  I  am 
opposed  to  the  fiscal  gimmickry  and  the 
sleight  of  hand  that  this  bill  would 
permit. 

I  did  discuss  the  matter  at  one  time 
with  the  President,  and  in  the  presence 
of  Barr,  Under  Secretary  of  the  Treas¬ 
ury,  and  I  suggested  that  I  would  support 
legislation  to  authorize — and  I  thought 
we  should  have  legislation — the  promot¬ 
ing  and  making  easier  the  sale  of  assets 
held  by  the  Government  which  were  mar¬ 
ketable.  But  I  said  at  that  time  both  to 
the  Under  Secretary  and  to  the  President 
that  I  could  not  support  this  program 
which,  in  my  judgment,  was  pure  gim¬ 
mickry. 

I  wonder  how  many  really  know  what 
they  will  be  voting  for  if  they  vote  for 
this  legislation.  I  am  not  so  sure,  frankly, 
that  the  President  knows  what  is  in¬ 
volved,  because  constantly  the  statement 
is  made  that  this  is  a  sale  of  assets.  This 
is  not  a  sale  at  all.  This  bill  would  simply 
authorize  another  means  by  which  the 
Government  could  go  out  and  borrow 
money. 

What  will  a  person  get,  if  he  comes 
down  and  says,  “here  is  $100,000,  or 
$1,000,  or  $1  million;  and  I  want  some  of 
these  participation  certificates?”  What 
will  he  get? 

I  wish  I  had  the  time  to  cite  the  kind 
of  certificate  he  would  get.  It  is  an 
I  O  U,  a  promise  to  pay,  with  a  certain 
interest  rate,  to  be  paid  on  a  certain 
date.  It  is  simply  a  borrowing  process. 
The  Government  will  not  sell  anything 
but  a  promise  to  pay  with  interest. 

In  order  to  set  it  up  as  a  new  tech¬ 
nique,  it  is  said,  “We  will  set  aside  these 
assets  the  Government  has  and  put  them 
in  a  pool.”  Fundamentally,  the  word  of 
the  Government  that  it  will  pay  is  just 
as  good  as  having  this  so-called  pool  of 
assets  as  security.  It  is  just  a  new  de¬ 
vice  for  borrowing  money. 

Why  does  the  administration  want 
this  new  device?  They  want  it  because 
of  two  restrictions  we  have  in  the  law 
today  with  respect  to  Government  bor¬ 
rowing. 

First,  the  Congress  establishes  the 
borrowing  limit,  a  debt  ceiling  limit.  We 
are  going  to  have  hearings  in  the  Ways 
and  Means  Committee  next  Monday  and 
Tuesday  on  the  question  of  a  new  ceiling 
for  the  debt  limit.  Whatever  ceiling  we 


may  set  may  be  meaningless  if  this  bill 
is  enacted.  The  borrowing  this  legisla¬ 
tion  will  permit  will  be  entirely  separate 
from  the  debt  controlled  by  the  ceiling. 

This  Congress  has  also  established  an 
interest  limit  of  4V4  percent  on  borrow¬ 
ings  of  the  Government  for  longer  than 
5  years.  But  on  this  new  borrowing  there 
will  be  no  limit.  On  this  there  is  no  limit 
on  the  amount  of  interest  Uncle  Sam  will 

pay.  . 

So  they  can  get  around  two  things  by 
this  proposal.  No.  1,  they  can  exceed  the 
debt  ceiling.  No.  2,  they  can  exceed  the 
interest  ceiling. 

Let  me  say  quite  frankly,  I  believe  we 
should  raise  the  4*4  percent  interest 
ceiling.  I  believe  that  it  is  unrealistic  and 
will  get  us  into  trouble.  But  the  way  to 
do  it  is  honestly  and  frankly.  Come  to 
the  Congress  and  say,  “We  want  the 
ceiling  raised  or  we  want  the  interest 
ceiling  eliminated.” 

I  would  say  to  some  of  my  Democrat 
friends,  it  was  just  a  few  years  ago  when 
we  got  into  a  problem  on  interest  rates. 
That  was  under  the  Eisenhower  admin¬ 
istration.  A  request  was  made  to  raise 
the  ceiling.  Government  was  in  a  very 
serious  position  in  trying  to  properly 
manage  the  debt  within  a  4 14 -percent 
ceiling.  But  could  we  get  the  ceiling 
raised?  No.  The  Democrat  Congress 

refused.  „  ....  . 

Yet  today  you  are  apparently  willing  to 
vote  an  authorization  to  Uncle  Sam  to 
borrow  with  no  statutory  limitation  on 
the  interest  rate,  and  it  is  acknowledged 
that  the  interest  rate  that  will  be  paid  to 
the  buyers  of  these  certificates — the  in- 
erest  rate  that  will  be  paid  will  be  in  ex¬ 
cess  of  the  interest  rate  that  the  Treas¬ 
ury  has  to  pay  when  it  goes  into  the  mai- 
ket  in  the  normal  borrowing  process. 

Mr.  Speaker,  I  say  that  this  rule  should 
be  defeated  and  so  should  the  bill.  It  is 

pure  fiscal  gimmickering. 

Mr.  YOUNG.  Mr.  Speaker,  I  yield  10 
minutes  to  the  distinguished  chairman  of 
the  Committee  on  Ways  and  Means,  the 
gentleman  from  Arkansas  [Mr.  Mills!. 

Mr.  MILLS.  Mr.  Speaker,  as  we  ap¬ 
proach  congressional  action  necessary  to 
pass  the  participation  sales  bill  into  law, 
we  face  essentially  a  question  of  me¬ 
chanics.  Almost  everyone  agrees  that  we 
should  sell  substantial  amounts  of  the  di¬ 
rect  loan  assets  held  by  the  Government. 
There  is  no  forceful  argument  in  favor  of 
immobilizing  billions  of  dollars  of  the 
taxpayers  money  in  a  growing  portfolio 
held  by  our  lending  agencies.  There  is  no 
convincing  justification  for  taxing  cui  - 
rent  incomes  and  tying  up  the  money  for 
years  in  direct  loans  or  for  borrowing 
money  essentially  at  short  term  to  lend 
at  longer  terms  when  private  financing 
is  available  to  do  the  job. 

What  we  face  is  a  question  not  of 
whether  we  should  sell  these  direct  loan 
assets — but  how.  The  Federal  Govern¬ 
ment  has  been  involved  in  a  major  and 
growing  program  of  direct  sales  of  assets 
since  the  mid-1950’s.  Substantial 
amounts  of  direct  loans  have  been  trans¬ 
ferred  from  the  Government’s  portfolio 
to  the  private  market  through  this  pro¬ 
gram.  However,  although  this  program 
has  worked,  it  has  not  worked  well 
enough. 


For  one  thing,  direct  sales  conducted 
by  as  many  as  half  a  dozen  Federal 
agencies  sometimes  conflict  with  each 
other  and  with  the  Treasury’s  debt  man¬ 
agement  operations.  But  the  chief  dis¬ 
advantage  of  relying  on  direct  sales  is 
that  the  portfolio  of  direct  loans  held  by 
the  Government  is  still  growing.  A  total 
of  $25.1  billion  was  immobilized  in  the 
portfolio  on  June  30,  1961.  Four  years 
later,  at  the  close  of  fiscal  1965,  the  figure 
had  grown  by  $8  billion — to  $33.1  billion. 
Even  assuming  completion  of  the  sales 
contemplated  in  the  latest  Budget  docu¬ 
ment,  the  estimated  level  for  June  30 
of  this  year  is  $33.3  billion. 

The  primary  reason  for  this  growth  in 
the  portfolio  is  that  the  market  for  in¬ 
dividual  loans  under  Federal  credit  pro¬ 
grams  is  limited.  Often  this  has  the 
effect  of  driving  up  the  price — expressed 
in  the  yield  that  the  Government  must 
guarantee  to  private  investors  in  order 
to  interest  them  in  direct  purchases.  Be¬ 
yond  that,  we  have  found  that  the  mar¬ 
ket  often  simply  does  not  exist  for  much 
of  the  loan  paper  we  hold. 

One  example  of  the  marketing  problem 
is  found  in  the  recent  experience  of  the 
Small  Business  Administration,  which 
has  been  engaged  in  selling  its  loan  paper 
directly.  In  most  cases,  individual  small 
business  loans  are  too  small  and  too  ex¬ 
pensive  to  administer  to  be  very  market¬ 
able.  We  have  found  that  many  private 
lenders,  whether  individual  or  institu¬ 
tional,  will  simply  not  invest  in  them. 
This  condition  led  to  introduction  of  a 
bill  last  year — and  now  passed  by  the 
Senate — to  authorize  participation  sales 
of  loans  held  by  the  Small  Business  Ad¬ 
ministration. 

In  testifying  before  the  House  Commit¬ 
tee  on  Banking  and  Currency  in  March 
of  this  year,  Mr.  Schultze,  Director  of  the 
Bureau  of  the  Budget,  after  discussing 
the  marketability  of  SBA  direct  loans 
and  outlining  the  studies  which  had  led 
to  the  bill,  described  the  Small  Business 
Administration’s  situation  in  the  follow¬ 
ing  words: 

In  the  meantime,  SBA  has  urgent  needs 
for  funds.  To  help  meet  these  needs,  the 
1967  budget  for  the  SBA  assumes  that  par¬ 
ticipation  sales  of  $50  million  will  be  made 
during  the  fiscal  year  ending  June  30,  1966. 
Unless  such  sales  can  be  made  during  the 
next  3  months,  or  unless  funds  can  be  pro¬ 
vided  otherwise,  planned  programs  will  have 
to  be  limited  to  about  half  the  level  called 
for  in  the  President’s  budget. 

Let  me  contrast  the  SBA  experience 
with  the  experience  of  certain  other 
agencies  which  have  used  the  participa¬ 
tion  sales  technique. 

The  Export-Import  Bank  has,  since 
1962,  sold  through  participation  sales 
about  $1.7  billion  of  its  loans  which  might 
not  have  been  marketable  at  all  other¬ 
wise.  The  Federal  National  Mortgage 
Association,  under  authority  granted  by 
the  Housing  Act  of  1964  to  serve  as  trus¬ 
tee  in  such  transactions,  has  sold  about 
$1.6  billion  of  participation  certificates 
in  pools  of  home  mortgage  loans  made 
by  the  Federal  Housing  Administration 
and  by  the  Veterans’  Administration. 

The  contrast  is  clear.  The  purpose  of 
the  participation  sales  bill  is  to  extend 
the  use  of  the  technique  employed  so 
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successfully  by  Fannie  Mae  and  by  the 
Export-Import  Bank  to  other  Federal 
agencies  operating  credit  programs  in 
order  to  avoid  the  sort  of  situation  which 
the  Small  Business  Administration  faced. 

The  participation  sales  technique  is 
not  new.  Nor  was  it  really  new  when 
the  Export-Import  Bank  and  Fannie  Mae 
started  using  it.  The  process  of  pooling 
risks  to  convert  loan  instruments  of 
limited  marketability  into  more  attrac¬ 
tive  investments  with  broad  marketa¬ 
bility  is  simply  an  application  of  the 
basic  technique  employed  by  most  of  our 
large  financing  institutions. 

The  participation  sales  technique  is  the 
best  way  available  to  us  to  broaden  our 
program  of  asset  sales,  to  mobilize  the 
resources  of  the  private  market  in  sup¬ 
port  of  our  lending  programs  to  the 
greatest  extent  feasible,  and  to  reduce 
the  portfolio  of  direct  loans  held  by  Gov¬ 
ernment  agencies. 

This  technique,  as  embodied  in  the 
participation  sales  bill,  preserves  all 
existing  congressional  controls  over  the 
lending  programs  and  specifically  ex¬ 
tends  congressional  control  to  the  pool¬ 
ing  of  assets  for  sale,  through  the  appro¬ 
priations  process. 

The  legislation  maintains  effective 
limits  on  the  lending  operations  of  the 
administration  while  enabling  the  ad¬ 
ministration  to  do  what  is  needed — to 
transfer  more  Government  holdings  into 
private  hands. 

The  bill  will  have  a  beneficial  effect  on 
the  private  market  because  it  will  help  to 
make  the  market  stronger,  more  com¬ 
petitive,  and  better  able  to  serve  the 
economy’s  needs  over  the  long  term. 
This  is  the  effect  of  employing  a  better 
technique  to  implement  the  principle  we 
have  espoused  for  many  years,  which  is 
that  public  credit  should  supplement 
rather  than  substitute  for  private  credit. 

Participation  sales  are  also  best  in  the 
cost  aspect.  You  will  hear — and  the  ad¬ 
ministration  has  acknowledged — that 
participation  certificates  will  sell  for 
one-quarter  to  three-eights  of  1  percent 
more  than  Treasury  securities.  You 
may  be  told  that  this  differential  means 
they  are  an  expensive  way  of  selling  as¬ 
sets.  But  to  compare  these  certificates 
with  Treasurys  implies  that  further  bor¬ 
rowing  through  the  Treasury  is  an  ac¬ 
ceptable  alternative  to  asset  sales.  That, 
I  am  sure,  is  not  the  case.  We  should 
compare  the  cost  to  the  Government  of 
selling  participations  with  the  cost  of 
selling  assets  directly.  Because  of  the 
limited  market  of  much  of  the  loan  paper 
and  the  broad  marketability  of  the  par¬ 
ticipation  certificates,  the  participation 
technique  results  in  a  lower  cost  to  the 
Government. 

But  the  best  argument  in  favor  of  this 
legislation  is  that  it  has  been  proved 
sound  by  experience.  The  success  of  the 
Export-Import  Bank  and  Fannie  Mae  in 
selling  participations  shows  that  the 
technique  can  be  extended  to  other  agen¬ 
cies.  It  shows  that  holdings  of  direct 
loans  which  have  only  limited  market¬ 
ability  at  best  can  be  converted  into  as¬ 
sets  which  have  broad  market  appeal 
and  high  salability.  In  short,  the  best 
argument  for  the  bill  is  that  we  know  the 
principle  embodied  in  it  works.  That  is 
why  it  has  my  support. 


Mr.  BYRNES  of  Wisconsin.  Mr. 
Speaker,  will  the  gentleman  yield? 

Mr.  MILLS.  I  yield  to  the  gentleman 
from  Wisconsin. 

Mr.  BYRNES  of  Wisconsin.  The  gen¬ 
tleman  has  mentioned — I  did  not  count 
the  number  of  times — but  I  am  sure 
everybody  recognized  the  constant  em¬ 
phasis  whereas  that  this  was  a  sale. 
Frankly,  I  do  not  think  if  the  Congress 
calls  a  dandelion  a  rose  that  that  is  go¬ 
ing  to  be  anything  more  than  a  dande¬ 
lion. 

Now  I  would  like  to  have  the  gentle¬ 
man  tell  me  how  he  can  have  a  sale 
where  there  is  no  title  that  passes  where 
the  Government  in  this  instance  still 
services  the  paper  or  the  mortgage  that  it 
purportedly  sold  and  where  the  Gov¬ 
ernment  still  assumes  the  risks  of  wheth¬ 
er  that  paper  or  that  mortgage  is  good 
or  not.  But  where  is  the  element  of  a 
sale? 

I  think  the  gentleman  is  right  that 
these  agencies  have  used  it,  as  I  said 
was  the  situation — the  agencies  use  it  as 
a  means  of  borrowing  more  money  so 
that  they  can  make  more  loans.  That 
is  what  Fanny  May  has  done  and  that  is 
what  is  proposed  to  be  done  by  small 
business.  But  that  is  not  a  fiscal  opera¬ 
tion  nor  a  sale. 

Mr.  MILLS.  My  friend,  the  gentle¬ 
man  from  Wisconsin,  goes  back  to  the 
point  of  the  direct  sale.  As  I  said,  direct 
sales  of  these  assets  have  been  going  on 
since  the  middle  of  the  1950’s.  They  are 
still  going  on.  The  point  is  that  through 
direct  sale  of  Government  assets,  we  are 
not  cutting  down  our  portfolio  to  the 
extent  that  we  should.  Here  is  a  device 
that  we  can  use  in  supplementation  of 
direct  sale  of  Government  assets  to  give 
broader  salability  and  broader  marketa¬ 
bility  to  assets  that  we  cannot  so  dispose 
or  in  direct  sales.  I  take  it  that  this  is 
not  in  replacement  of  direct  sales  by  any 
means,  but  would  be  used  to  supplement 
a  continued  effort  to  bring  about  all  the 
direct  sales  possible.  But  where  direct 
sales  are  impossible,  are  we  going  to  ask 
the  taxpayers  to  continue  to  let  us  im¬ 
mobilize,  if  you  may,  $33  billion,  or  even 
more,  of  their  money  in  the  future  when 
there  is  a  market  in  private  hands, 
through  private  sources,  to  relieve  that 
load?  That  money  may  be  used  by  Gov- 
eriiment,  but  if  it  is  not  used  by  the  Gov¬ 
ernment,  I  fear — and  I  know  that  my 
friend  from  Wisconsin  fears — that  we 
may  be  back  at  the  taxpayers  asking 
them  for  another  bite  at  their  pocket- 
books. 

Mr.  BYRNES  of  Wisconsin.  Mr. 
Speaker,  will  the  gentleman  yield? 

Mr.  MILLS.  I  yield  to  the  gentleman 
from  Wisconsin. 

Mr.  BYRNES  of  Wisconsin.  If  the 
gentleman  would  only  call  it  financing  or 
call  it  refinancing,  we  might  be  able  to 
debate  this  on  a  sound  basis.  But  you 
call  it  a  sale  and  it  is  not  a  sale  and  it 
cannot  be. 

Mr.  MILLS.  I  have  not  misrepre¬ 
sented,  my  friend.  This  is  a  sale  of  cer¬ 
tificates  of  interest. 

Mr.  BYRNES  of  Wisconsin.  You  have, 
too,  because  you  are  calling  something  a 
sale  that  is  not  a  sale,  and  the  gentleman 
is  too  good  a  lawyer  to  know  that  this  is 
not  a  sale. 
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Mr.  MILLS.  My  friend,  the  gentleman 
from  Wisconsin,  very  well  understands 
the  term  “participation  sale,”  because  he 
has  seen  the  use  of  the  same  device  by 
private  lending  institutions.  It  is  now 
used.  We  know  that. 

Mr.  MULTER.  Mr.  Speaker,  will  the 
gentleman  yield? 

Mr.  MILLS.  I  am  glad  to  yield  to  the 
gentleman  from  New  York. 

Mr.  MULTER.  The  gentleman  from 
Wisconsin  is  attempting  to  confuse  the 
point.  What  we  are  (ioing  here  is  not 
selling  complete  instruments  or  mort¬ 
gages.  We  are  selling  a  participation  in¬ 
terest,  an  undivided  interest.  This  is  the 
traditional  way  of  selling  a  part  of  a  big 
mortgage  or  a  big  obligation,  whether  it 
be  a  bond  or  otherwise.  You  sell  a  par¬ 
ticipation  interest.  It  is  an  undivided  in¬ 
terest. 

Mr.  MILLS.  And  that  is  what  I  say 
our  financial  institutions  have  been  do¬ 
ing  over  the  years. 

Mr.  Speaker,  I  yield  back  the  balance 
of  my  time. 

Mr.  SMITH  of  California.  Mr. 
Speaker,  I  yield  5  minutes  to  the  gentle¬ 
man  from  New  Jersey  [Mr.  Widnall]. 

Mr.  WIDNALL.  Mr.  Speaker,  as  the 
gentleman  from  Arkansas  ended  his  re¬ 
marks,  I  was  on  my  feet  wanting  to  ask 
him  a  question.  He  has  made  a  state¬ 
ment  about  former  sales  of  participations 
by  the  Export-Import  Bank  and  states 
that  what  will  take  place  under  the  bill  is 
supposed  to  be  exactly  the  same  as  what 
has  taken  place  before.  Let  me  read 
from  the  new  prospectus  for  the  Export- 
Import  Bank  advertising  the  sale  of  $500 
million  5%  percent  participation  certifi¬ 
cates  that  are  now  about  to  be  sold  to 
the  public.  The  last  line  states : 

The  proceeds  of  this  Issue  will  be  used  to 
retire  existing  debt  of  the  Export-Import 
Bank. 

That  is  a  very  important  distinction, 
which  the  gentleman  from  Arkansas 
failed  to  recognize  when  he  said  that  this 
is  exactly  similar.  There  is  no  subsidy  at 
all  in  connection  with  the  sale  of  those 
participations.  They  are  guaranteeing 
that  the  amount  received  from  interest 
and  principal  payments  from  the  assets 
in  which  they  are  selling  participations 
will  be  sufficient  to  cover  necessary  in¬ 
terest  and  principal  on  the  participa¬ 
tions,  and  no  taxpayer  subsidy  will  be 
required. 

I  should  like  to  pose  very  seriously  the 
following  question  to  all  Members  of  the 
House:  Who  can  remember  in  the  history 
of  their  own  membership  in  this  House 
that  the  following  groups  were  together 
in  opposition  to  a  bill :  the  Americans  for 
Democratic  Action,  the  American  Farm 
Bureau,  the  Farmers  Union,  the  National 
Grange,  the  National  Home  Builders  As¬ 
sociation,  the  two  major  savings  and 
loan  associations  and  the  Mortgage 
Bankers  Association?  None  of  these  or¬ 
ganizations  have  had  an  opportunity  to 
testify.  This  is  really  an  outrageous 
situation.  We  are  embarking  upon  a 
precedent-making  program,  something 
that  has  never  been  done  before  regard¬ 
less  of  what  has  been  said,  a  program 
the  like  of  which  we  have  never  acted 
upon  before,  and  which  can  mean  a  pro¬ 
gram  that  will  bite  into  so  many  other 
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programs  that  have  been  very,  very  bene¬ 
ficial  for  the  growth  of  the  United  States. 

I  should  like  to  read  very  briefly  from 
the  minority  views,  and  I  hope  that 
every  Member  of  the  House  will  read 
these  before  voting: 

These  views  are  for  those  who  may  wonder 
why  a  committee  of  the  House  of  Representa¬ 
tives  must  report  to  the  House  after  3  hours 
of  public  testimony  a  bill  whose  gestation 
period  in  the  Bureau  of  the  Budget  was  at 
least  3 — perhaps  as  long  as  6 — months. 

These  views  will  try  to  express  the  views 
of  those  of  our  citizens  and  affected  indus¬ 
tries  who  were  refused  access  to  the  witness 
table  by  a  rigid,  uncompromising  majority. 

These  views  are  for  those  who  defend  the 
right  of  an  accused  to  adequate  defense 
counsel  in  court,  but  who  refuse  the  right  of 
a  committee  minority  to  bring  forward  its 
witnesses. 

These  views  are  for  those  who  snicker  at 
the  shallow  success  of  the  legislative  maxim 
which  states,  "When  you’ve  got  a  bad  piece 
of  merchandise,  wrap  it  up  before  anyone 
can  get  a  good  look  at  it.” 

These  views  are  for  those  who  express  con¬ 
cern  over  the  rising  threat  of  inflation,  but 
would  vote  for  a  plan  that  could  remove  for 
all  time  the  fiscal  restraint  that  normally  ac¬ 
companies  big  budgetary  deficits  by  conceal¬ 
ing  billions  in  increased  Federal  spending 
outside  of  the  budget. 

These  views  are  for  those  who  rant  and 
rave  at  higher  interest  costs,  yet  willingly 
would  raise  billions  by  a  far  more  costly  route 
than  Treasury  borrowings. 

These  views  are  for  future  generations  of 
Americans  and  for  Members  of  future  Con¬ 
gresses  as  a  reminder  of  the  ways  of  the 
"fabulous  89th,”  when  the  Congress  ceased 
to  be  an  independent  branch  of  our  Govern¬ 
ment. 

These  views  especially  are  for  those  who 
refuse  to  read  them,  for  the  human  mind 
that  is  closed  to  all  elements  of  dissent  is  to 
be  pitied. 

I  reiterate,  it  is  just  a  shame  that  with 
major  groups,  respectable  groups,  well- 
known  within  our  country,  wanting  to 
air  their  views  and  be  questioned  by 
Members  of  Congress,  no  opportunity 
was  given  for  that  questioning. 

The  bill  was  introduced  in  Congress 
on  April  20.  Hearings  were  called  on 
April  21.  There  was  no  notice  of  any 
executive  session  on  that  day.  The  ex¬ 
ecutive  session  was  called  immediately 
thereafter,  and  a  vote  was  taken.  I  urge 
defeat  of  this  bill. 

Mr.  YOUNG.  Mr.  Speaker,  this  is  a 
good  bill.  It  is  an  urgently  needed  bill. 
I  most  earnestly  recommend  the  adop¬ 
tion  of  the  rule. 

Mr.  Speaker,  I  have  no  further  re¬ 
quests  for  time. 

I  move  the  previous  question. 

The  previous  question  was  ordered. 
The  SPEAKER.  The  question  is  on 
the  resolution. 

The  question  was  taken,  and  the 
Speaker  announced  that  the  ayes  ap¬ 
peared  to  have  it. 

Mr.  BYRNES  of  Wisconsin.  Mr. 
Speaker,  I  object  to  the  vote  on  the 
ground  that  a  quorum  is  not  present, 
and  make  the  point  of  order  that  a 
quorum  is  not  present. 

The  SPEAKER.  Evidently  a  quorum 
is  not  present. 

The  Doorkeeper  will  close  the  doors, 
the  Sergeant  at  Arms  will  notify  absent 
Members,  and  the  Clerk  will  call  the  roll. 


The  question  was  taken;  and  there 
were— -yeas  184,  nays  120,  not  voting  127, 
as  follows: 

[Roll  No.  100] 

YEAS— 184 


Addabbo 

Griffiths 

Patten 

Albert 

Hagen,  Calif. 

Pepper 

Anderson, 

Hamilton 

Perkins 

Tenn. 

Hanley 

Philbin 

Annunzio 

Hanna 

Pickle 

Ashley 

Hansen,  Iowa 

Powell 

Ashmore 

Hansen,  Wash. 

Price 

Aspinall 

Hardy 

Pucinski 

Bandstra 

Hathaway 

Race 

Beckworth 

Hays 

Rees 

Bennett 

Hubert 

Reuss 

Bingham 

Hechler 

Rivers,  Alaska 

Boggs 

Holifield 

Rivers,  S.C. 

Boland 

Hull 

Roberts 

Brademas 

Ichord 

Rogers,  Colo. 

Brooks 

Jarman 

Rogers,  Fla. 

Brown,  Calif. 

Joelson 

Rogers,  Tex. 

Burke 

Johnson,  Calif. 

Ronan 

Bruton,  Calif. 

Johnson,  Okla. 

Rosenthal 

Callan 

Jones,  Ala. 

Rostenkowski 

Carey 

Karsten 

Roush 

Casey 

Karth 

Roybal 

Cohelan 

Kastenmeier 

Ryan 

Conte 

Kee 

St  Germain 

Cooley 

Kelly 

Secrest 

Culver 

Keogh 

Senner 

Davis,  Ga. 

King,  Calif. 

Shipley 

Dawson 

King,  Utah 

Sikes 

Delaney 

Kirwan 

Sisk 

Denton 

Kluczynski 

Slack 

Dingell 

Krebs 

Smith,  Iowa 

Donohue 

Landrum 

Smith,  Va. 

Dorn 

Love 

Staggers 

Dow 

McFall 

Steed 

Dowdy 

McGrath 

Stephens 

Dyal 

McMillan 

Stubblefield 

Edmondson 

Machen 

Sweeney 

Edwards,  Calif.  Mackay 

Taylor 

Edwards,  La. 

Mahon 

Teague,  Tex. 

Evans,  Colo. 

Marsh 

Tenzer 

Everett 

Matsunaga 

Thomas 

Evins,  Tenn. 

Matthews 

Thompson,  Tex. 

Fascell 

Miller 

Todd 

Fisher 

Mills 

Trimble 

Foley 

Minish 

Tunney 

Ford, 

Mink 

Tuten 

William  D. 

Moeller 

Udall 

Fountain 

Monagan 

Van  Deerlin 

Friedel 

Moorhead 

Vanik 

Fuqua 

Morris 

Vivian 

Gallagher 

Morrison 

Waggonner 

Garmatz 

Multer 

Walker,  N.  Mex. 

Gathings 

Murphy,  Ill. 

Weltner 

Gettys 

Murphy,  N.Y. 

White,  Idaho 

Gibbons 

Natcher 

White,  Tex. 

Gilligan 

Nedzi 

Whitener 

Gonzalez 

O’Brien 

Wolff 

Grabowski 

O’Hara,  HI. 

Wright 

Gray 

O’Hara,  Mich-. 

Wydler 

Green,  Pa. 

Olson,  Minn. 

Yates 

Greigg 

Ottinger 

Young 

Grider 

Patman 

NAYS— 120 

Zablocki 

Abbitt 

Callaway 

Hicks 

Abernethy 

Cederberg 

Horton 

Adair 

Chamberlain 

Hosmer 

Adams 

Clancy 

Hutchinson 

Anderson,  Hi. 

Clausen, 

Johnson,  Pa. 

Andrews, 

Don  H. 

Jonas 

George  W. 

Clawson,  Del 

Keith 

Andrews, 

Cleveland 

King,  N.Y. 

Glenn 

Collier 

Kunkel 

Andrews, 

Conable 

Laird 

N.  Dak. 

Cramer 

Langen 

Arends 

Cunningham 

Latta 

Ashbrook 

Curtin 

Lennon 

Ayres 

Derwinski 

Lipscomb 

Bates 

Devine 

Long,  Md. 

Battin 

Dole 

McCulloch 

Belcher 

Dulski 

McEwen 

Boll 

Duncan,  Tenn. 

.  Mailliard 

Berry 

Dwyer 

Martin,  Nebr. 

Betts 

Erlenborn 

Minshall 

Bolling 

Fino 

Moore 

Bolton 

Flynt 

Morton 

Bow 

Frelinghuysen 

Nelsen 

Bray 

Fulton,  Pa. 

O’Konski 

Broomfield 

Gross 

O'Neal,  Ga. 

Brown,  Clar¬ 

Grover 

Passman 

ence,  J.,  Jr. 

Gubser 

Pelly 

Broyhill,  N.C. 

Gurney 

Pirnie 

Broyhill,  Va. 

Haley 

Poff 

Buchanan 

Hall 

Pool 

Burton,  Utah 

Hansen,  Idaho 

i  Quie 

Byrnes,  Wis. 

Harsha 

Quillen 

Redlin 

Schneebeli 

Teague,  Calif. 

Reid,  Ill. 

Schweiker 

Thomson,  Wis. 

Reifel 

Selden 

Tuck 

Rhodes,  Ariz. 

Skubitz 

Utt 

Robison 

Smith,  Calif. 

Whitten 

Roudebush 

Smith,  N.Y. 

Widnall 

Rumsfeld 

Springer 

Wilson,  Bob 

Satterfield 

Stafford 

Wyatt 

Schisler 

Schmidhauser 

Stanton 

Talcott 

Younger 

NOT  VOTING— 

127 

Baring 

Giaimo 

Morse 

Barrett 

Gilbert 

Mosher 

Blatnik 

Goodell 

Moss 

Brock 

Green,  Oreg. 

Murray 

Burleson 

Hagan,  Ga. 

Nix 

Byrne,  Pa. 

Halleck 

Olsen,  Mont. 

Cabell 

Hal  pern 

O’Neill,  Mass. 

Cahill 

Harvey,  Ind. 

Pike 

Cameron 

Harvey,  Mich. 

Poage 

Carter 

Hawkins 

Purcell 

Celler 

Helstoski 

Randall 

Chelf 

Henderson 

Reid,  N.Y. 

Clark 

Herlong 

Reinecke 

Clevenger 

Holland 

Re  snick 

Colmer 

Howard 

Rhodes,  Pa. 

Conyers 

Hungate 

Rodino 

Corbett 

Huot 

Roncalio 

Corman 

Irwin 

Rooney,  N.Y. 

Craley 

Jacobs 

Rooney,  Pa. 

Curtis 

Jennings 

St.  Onge 

Daddario 

Jones,  Mo. 

Saylor 

Dague 

Jones,  N.C. 

Scheuer 

Daniels 

Kornegay 

Scott 

Davis,  Wis. 

Kupferman 

Shriver 

de  la  Garza 

Leggett 

Sickles 

Dent 

Long,  La. 

Stalbaum 

Dickinson 

McCarthy 

Stratton 

Diggs 

McClory 

Sullivan 

Downing 

McDade 

Thompson.  N.J. 

Duncan,  Oreg. 

McDowell 

Toll 

Edwards,  Ala. 

McVicker 

Tupper 

Ellsworth 

Macdonald 

Ullman 

Fallon 

MacGregor 

Vigorito 

Farbstein 

Mackie 

Walker,  Miss. 

Farnsley 

Madden 

Watkins 

Farnum 

Martin,  Ala. 

Watson 

Feighan 

Martin,  Mass. 

Watts 

Findley 

Mathias 

Whalley 

Flood 

May 

Williams 

Fogarty 

Meeds 

Willis 

Ford,  Gerald  R.  Michel 

Wilson, 

Fraser 

Fulton,  Tenn. 

Mize 

Morgan 

Charles  H. 

The  resolution  was  agreed  to. 

The  Clerk  announced  the  following 
pairs : 

Mr.  Rooney  of  New  York  with  Mr. 
Reinecke. 

Mr.  Morgan  with  Mr.  Gerald  R.  Ford. 

Mr.  Madden  with  Mr.  Goodell. 

Mr.  Kornegay  with  Mr.  Martin  of  Massa¬ 
chusetts. 

Mr.  Thompson  of  New  Jersey  with  Mr. 
Cahill. 

Mr.  Daddario  with  Mr.  Findley. 

Mr.  Burleson  with  Mrs.  May. 

Mr.  Henderson  with  Mr.  Brock. 

Mr.  Daniels  with  Mr.  Harvey  of  Michigan. 
Mr.  Feighan  with  Mr.  Halleck. 

Mr.  Giaimo  with  Mr.  Corbett. 

Mr.  Gilbert  with  Mr.  Whalley. 

Mr.  Moss  with  Mr.  Carter. 

Mr.  Macdonald  with  Mr.  Morse  of  Massa¬ 
chusetts. 

Mr.  Farbstein  with  Mr.  Saylor. 

Mr.  Dent  with  Mr.  MacGregor. 

Mr.  Howard  with  Mr.  McDade. 

Mr.  Jennings  with  Mr.  Edwards  of  Ala¬ 
bama. 

Mr.  Barrett  with  Mr.  Davis  of  Wisconsin. 

Mr.  Rhodes  of  Pennsylvania  with  Mr.  Wat¬ 
son. 

Mr.  Byrne  of  Pennsylvania  with  Mr. 
Mosher. 

Mr.  Fogarty  with  Mr.  Michel. 

Mr.  Celler  with  Mr.  McClory. 

Mr.  Clark  with  Mr.  Halpem. 

Mr.  Randall  with  Mr.  Curtis. 

Mr.  Ullman  with  Mr.  Shriver. 

Mr.  Fallon  with  Mr.  Watkins. 

Mrs.  Sullivan  with  Mr.  Reid  of  New  York. 
Mr.  O’Neill  of  Massachusetts  with  Mr. 
Mathias. 
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Mr.  Toll  with  Mr.  Mize. 

Mr.  St.  Onge  with  Mr.  Kupferman. 

Mr.  Rodino  with  Mr.  Dague. 

Mr,  Sickles  with  Mr.  Ellsworth. 

Mr.  Rooney  of  Pennsylvania  with  Mr.  Dick¬ 
inson. 

Mr.  Roncalio  with  Mr.  Harvey  of  Indiana. 
Mr.  Blatnik  with  Mr.  Martin  of  Alabama. 
Mr.  Helstoski  with  Mr.  Walker  of  Missis¬ 
sippi. 

Mr.  Meeds  with  Mr.  Tupper. 

Mr.  Fulton  of  Tennessee  with  Mrs.  Green 
of  Oregon. 

Mr.  Hagan  of  Georgia  with  Mr.  Farnum. 
Mr.  Flood  with  Mr.  Olsen  of  Montana. 

Mr.  Pike  with  Mr.  McDowell. 

Mr.  McCarthy  with  Mr.  Vigorito. 

Mr.  Scheuer  with  Mr.  Nix. 

Mr.  Downing  with  Mr.  Corman. 

Mr.  Duncan  of  Oregon  with  Mr.  Diggs. 

Mr.  Farnsley  with  Mr.  Fraser. 

Mr.  Leggett  with  Mr.  Conyers. 

Mr.  Colmer  with  Mr.  Chelf. 

Mr.  Cabell  with  Mr.  Cameron. 

Mr.  Irwin  with  Mr.  Baring. 

Mr.  Huot  with  Mr.  Hawkins. 

Mr.  Hungate  with  Mr.  Holland. 

Mr.  Long  of  Louisiana  with  Mr.  Resnick. 
Mr.  Purcell  with  Charles  H.  Wilson. 

Mr.  Stratton  with  Mr.  Williams. 

Mr.  Watts  with  Mr.  Scott. 

Mr.  Stalbaum  with  Mr.  Jones  of  North 
Carolina. 

Mr.  Jacobs  with  Mr.  Herlong. 

Mr.  Clevenger  with  Mr.  Craley. 

Mr.  Willis  with  Mr.  McVicker. 

Mr.  Mackie  with  Mr.  de  la  Garza. 

The  result  of  the  vote  was  announced 
as  above  recorded. 

The  doors  were  opened. 

A  motion  to  reconsider  was  laid  on  the 
table. 


SALE  OF  PARTICIPATIONS  IN  GOV¬ 
ERNMENT  AGENCY  LOAN  POOLS 

Mr.  PATMAN.  Mr.  Speaker,  I  move 
that  the  House  resolve  itself  into  the 
Committee  of  the  Whole  House  on  the 
State  of  the  Union  for  the  consideration 
of  the  bill  (H.R.  14544)  to  promote 
private  financing  of  credit  needs  and  to 
provide  for  an  efficient  and  orderly  meth¬ 
od  of  liquidating  financial  assets  held  by 
Federal  credit  agencies,  and  for  other 
purposes. 

The  SPEAKER.  The  question  is  on 
the  motion  offered  by  the  gentleman  from 
Texas. 

The  motion  was  agreed  to. 

IN  THE  COMMITTEE  OP  THE  WHOLE 

Accordingly,  the  House  resolved  itself 
into  the  Committee  of  the  Whole  House 
on  the  State  of  the  Union  for  the  con¬ 
sideration  of  the  bill  H.R.  14544,  with  Mr. 
Keogh  in  the  chair. 

The  Clerk  read  the  title  of  the  bill. 

By  unanimous  consent,  the  first  read¬ 
ing  of  the  bill  was  dispensed  with. 

The  CHAIRMAN.  Under  the  rule,  the 
gentleman  from  Texas  [Mr.  Patman]  will 
be  recognized  for  2  hours,  and  the  gen¬ 
tleman  from  New  Jersey  [Mr.  Widnall] 
will  be  recognized  for  2  hours. 

The  Chair  recognizes  the  gentleman 
from  Texas. 

Mr.  PATMAN.  Mr.  Chairman,  I  yield 
myself  10  minutes. 

THE  PARTICIPATIONS  SALES  ACT  OP  1966 

Mr.  Chairman,  H.R.  14544  is  good, 
sound,  sensible  legislation.  It  seeks  to 
utilize  and  take  the  best  elements  of  all 
methods  of  financing  the  needs  of  our 
American  economy.  We  all  know  our 
American  economy  benefits  immensely 


from  the  fruitful  partnership  between 
private  and  public  initiative. 

This  is  most  evident  in  the  varied  Fed¬ 
eral  programs  to  assist  and  stimulate  the 
flow  of  private  credit  into  the  various 
sectors  of  our  country. 

Mr.  Chairman,  we  have  approximately 
100  agencies  in  our  Federal  Government 
which  make  loans  or  guarantee  them. 
The  object  of  this  legislation  is  to  bring 
more  coordination  into  the  field  of  Gov¬ 
ernment  securities  sales — directly  or 
through  participations.  We  could  go 
ahead  as  we  are  now,  and  not  sell  any  of 
these  securities  or  participations  in  the 
securities,  and  in  a  few  years,  or  in  a  few 
decades,  the  Government  of  the  United 
States  will  have  more  securities  in  its  lock 
boxes  in  the  Treasury  than  will  be  owned 
by  all  the  commercial  banks  in  the  United 
States  of  America. 

I  do  not  believe  that  is  the  way  the 
people  of  this  country  want  our  Govern¬ 
ment  to  operate.  We  do  not  want  it  to 
become  a  huge  bureaucracy  in  the 
moneylending  business,  never  feeding  any 
of  these  securities  back  into  the  private 
sector,  but  keeping  them  solely  within  its 
grasp. 

THE  PRIVATE  ENTERPRISE  WAT 

That  is  not  the  private  enterprise  way. 
The  private  enterprise  way  is  that  when 
the  Government  is  compelled  to  go  into 
the  business  of  lending  money,  the  Gov¬ 
ernment  should  make  it  possible  for  the 
money  which  has  been  loaned  and  se¬ 
curities  which  have  been  obtained,  to  be 
sold  back  into  the  private  sector,  into  the 
private  market. 

By  this  method  and  procedure  we  will 
not  arrive  at  a  time  in  this  country  when 
the  Federal  Government  will  have  more 
securities  in  value  than  all  the  commer¬ 
cial  banks  in  the  United  States.  That 
could  be  possible  under  existing  condi¬ 
tions  if  these  assets  of  the  Government 
remain  frozen.  If  we  were  ever  to  reach 
that  point,  then  an  argument  would  be 
made  that  the  commercial  banks  were 
serving  no  social  purpose  and  that  there¬ 
fore  the  Government  should  take  over 
the  commercial  banks. 

Thus,  in  selling  participations  back  to 
the  private  sector  we  are  avoiding  the 
possibility  of  a  campaign  ever  being  made 
in  this  country  to  nationalize  the  banks. 

This  effort  under  H.R.  14544  is  in  the 
direction  of  supporting  private  entei-prise 
and  in  the  direction  of  preventing  a  pos¬ 
sibility  that  the  banks  would  be  national¬ 
ized  because  the  Federal  Government 
might  have  more  of  the  banking  business 
than  the  banks  themselves. 

THE  EXPORT-IMPORT  AMENDMENT  OP  1945 
PROVIDED  FOR  PARTICIPATION  SALES 

In  1945,  during  the  administration  of 
President  Truman,  we  amended  the  Ex¬ 
port-Import  Bank  Act.  The  object  of 
that  act,  of  course,  was  to  help  manu¬ 
facturers  and  exporters  generally  to  sell 
goods  and  merchandise  produced  in  the 
United  States  of  America  to  people  in 
foreign  countries.  In  order  to  do  that  we 
expected  to  extend  them  loans  under  rea¬ 
sonable  terms  and  conditions.  We  pro¬ 
vided  in  that  act  in  1945,  that  the  Ex¬ 
port-Import  Bank  would  have  the  au¬ 
thority  to  sell  such  obligations,  either 
directly  or  in  participation  pools,  which 
they  had  obtained  to  the  private  sector, 
to  the  private  market. 
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For  21  years  that  has  been  the  law.  It 
was  passed  both  in  the  House  and  in  the 
Senate  by  a  voice  vote.  There  was  no  ob¬ 
jection  to  it.  It  has  been  on  the  books 
for  21  years,  and  the  participation  sales 
provision  was  used  first  in  1961. 

Not  only  that,  my  friends,  but  during 
the  administration  of  Mr.  Eisenhower, 
the  President  asked  for  power  to  sell  Gov¬ 
ernment  assets  repeatedly — in  four  dif¬ 
ferent  messages  to  the  Congress.  During 
that  period  of  time  he  asked  for  this 
power,  but  he  did  not  get  it,  except  in 
one  instance.  That  was  to  refinance  the 
building  of  post  offices.  That  act  was 
passed  in  1954. 

Why  was  it  passed?  Mr.  Eisenhower 
thought  it  was  not  proper — and  many 
people  feel  as  he  did  about  it — to  charge 
up  as  current  expenses  capital  expendi¬ 
tures  for  buildings  all  over  the  Nation. 
He  felt  we  should  charge  only  an  amorti¬ 
zation  payment  and  the  interest  rates 
each  year  in  the  budget. 

That  was  in  effect  for  2  years,  but  a 
Democratic  Congress  came  in  and  the 
Democrats  decided  that  the  terms  and 
conditions  were  vejry  unreasonable  and 
detrimental  to  the  Government  and  the 
general  welfare  of  the  people,  so  it  jyas 
never  renewed.  But  it  was  put  into  effect 
for  2  years. 

HOUSING  ACTS  OF  1964  AND  1965  APPROVED 
PARTICIPATION  SALES 

In  1964  a  housing  act  came  up  and 
passed  the  House.  When  it  passed  the 
Senate  a  provision  was  added  providing 
that  some  of  the  mortgages  obtained  by 
HHFA  could  be  pooled  and  participation 
certificates,  if  you  please,  sold  on  those 
securities.  That  was  in  1964. 

HOUSING  ACT  OF  1964 

The  Housing  Act  of  1964,  as  it  emerged 
from  conference,  contained  a  provision 
from  the  Senate-passed  bill — title  VII  of 
the  bill — amending  the  National  Hous¬ 
ing  Act,  section  302,  permitting  FNMA  to 
sell  participations  in  a  pool  of  VA-guar- 
anteed  mortgages.  This  provision  was 
not  included  in  the  House-passed  ver¬ 
sion  but  was  accepted  in  conference  and 
on  the  House  floor.  The  list  attached 
indicates  Republican  Members  who  sup¬ 
ported  the  conference  report  containing 
the  sale  of  FNMA  participation  provi¬ 
sion. 

On  this  vote  on  August  19,  1964,  110 
Republicans  and  200  Democrats  voted  to 
adopt  the  conference  report. 

The  list  referred  to  follows: 

Conference  Report — Housing  Act  of  1964 — 
House 

REPUBLICANS  VOTING  FOR  THE  REPORT 

Baldwin,  Clausen,1  Gubser,  Mailliard, 
Martin,  Talcott,1  Teague  of  California,  Wil¬ 
son  of  California,  Bell,  Hosmer,  Lipscomb, 
Brotzman,  Chenoweth,  Sibal,  Cramer,  Gur¬ 
ney,  Arends,  McLoskey,  Michel,  Reid  of 
Illinois,  Springer,  Collier,  Rumsfield,  Halleck,1 
Bromwell,  Avery,  Ellsworth,  Shriver,  Siler, 
Tupper,  Mathias,  Morton,  Bates,  Conte, 
Keith,  Martin,  Morse,  Broomfield,  Cederberg, 
Griffin,  Knox,  Meader,  Langen,  MacGregor, 
Nelson,  Qule,  Battin,  Cunningham,  Cleve¬ 
land,  Wyman,  Auchincloss,  Cahill,  Dwyer,1 
Frelinghuysen,  Glen,  Osmers,  Wallhauser, 
Widnall,1  Barry,  Goodell,  Grover,  Horton, 
King,  Ostertag,  Reid  of  New  York,  Riehlman, 
Robinson,  Wharton,  Wydler,  Fino,1  Halpern,1 
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Lindsay,  Broyhill  of  North  Carolina,  Jonas, 
Andrews  of  North  Dakota,  Ayres  of  Ohio, 
Betts,  Bolton  of  Ohio,  Bow,  Clancy,  Latta, 
Mosher,  Rich,  Schenck,  Taft,1  Curtin,  Pulton 
of  Pennsylvania,  Johnson,  Kunkel,  MoDade,1 
Milliken,  Saylor,  Schneebeli,  Schweiker, 
Weaver,  Berry,  Reifel,  Baker  of  Tennessee, 
Burton,  Lloyd,  Stafford,  Broyhill,  Horan, 
Pelly,  Stinson,  Westland,  Moore  of  West 
Virginia,  O’Konski,  Thomson,  and  Van  Pelt. 

It  discloses  that  110  Republicans  voted 
for  it  and  only  41  against  it.  Two  hun¬ 
dred  Democrats  voted  for  it  and  only  29 
against  it.  That  is  exactly  the  same  deal 
we  have  here  today.  What  we  are  try¬ 
ing  to  do  here  today  has  been  passed  by 
both  Houses  of  Congress  at  different 
times  and  has  been  supported  by  both 
Democratic  and  Republican  Members 
voting  for  it.  While  it  is  true  the 
1964  act  was  not  unanimously  adopted 
it  is  significant  that,  among  the  Mem¬ 
bers  who  voted  for  it  on  the  mi¬ 
nority  side,  were  members  of  the  Bank¬ 
ing  and  Currency  Committee.  Among 
those  were  Mr.  Clawson,  Mr.  Talcott, 
Mr.  Halleck — he  is  not  a  member  of  our 
committee,  but  he  was  the  former  minor¬ 
ity  leader — Mrs.  Dwyer,  Mr.  Widnall, 
Mr.  Fino,  Mr.  Halpern,  Mr.  Bow  of  Ohio, 
Mr.  Taft  of  Ohio,  and  Mr.  McDade.  They 
were  among  those  members  of  the  com¬ 
mittee  who  at  that  time  voted  for  this 
very  principle.  In  1965  it  was  repeated 
again  in  the  Housing  Act  and  with  a  like 
result. 

HOUSING  ACT,  1965 

The  1965  Housing  Act  contained  a  Sen¬ 
ate  provision  extending  the  sale  of  par¬ 
ticipations  in  a  pool  of  VA  and  FHA 
mortgages  by  FNMA  including  sale  of 
mortgages  bearing  a  below  market  inter¬ 
est  rate.  FNMA  would  be  appropriated 
funds  to  make  up  the  amount  of  the  dif¬ 
ferential — interest  cost  and  administra¬ 
tive  expenses — between  outlay  for  the 
sale  of  participations  at  below  the  mar¬ 
ket  rates  and  the  receipts  from  the  sale 
of  the  participations. 

On  July  27,  1965,  the  House  approved 
the  conference  report  by  a  vote  of  251  to 
168,  with  26  Republicans  and  225  Demo¬ 
crats  voting  for  the  report. 

Conference  Vote — 1965  Housing  Act — 
House 

REPUBLICANS  VOTING  YEA 

Bates,  Cleveland,  Dwyer,1  Ellsworth,  Fino,1 
Fulton  of  Pennsylvania,  Halpern,1  Horton, 
Keith,  Kunkel,  Lindsay,  McDade,  Mathias, 
Morse,  Mosher,  O'Konski,  Quillen,  Reid  of 
New  York,  Schweiker,  Stafford,  Tupper,  Wat¬ 
kins,  Whalley,  Widnall,1  and  Wydler. 

So  why  all  this  fussing  here?  Both 
sides  of  the  aisle  have  given  it  support 
in  the  past.  It  has  always  been  consid¬ 
ered  good.  Why  is  it  not  good  now? 

Now  let  me  take  up  the  objections  of 
the  Republicans  and  briefly  go  over 
them.  I  know  both  sides  can  probably 
be  accused  of  being  inconsistent  on  this. 
Sometimes  when  the.  Democrats  pro¬ 
posed  it,  the  Republicans  opposed  it. 
Sometimes  when  the  Republicans  pro¬ 
posed  it,  the  Democrats  opposed  it.  So 
I  guess  it  is  just  in  order  to  say  that  we 
reserve  the  right  as  Members  of  Con¬ 
gress  in  dealing  with  public  issues  to  be 


1  Members  of  the  House  Banking  and  Cur¬ 
rency  Committee. 


consistently  inconsistent  on  occasion. 
However,  if  you  will  always  look  at  the 
true  facts  and  evaluate  the  circum¬ 
stances,  any  time  you  find  a  Member  of 
Congress  who  looks  as  though  he  is  in¬ 
consistent,  you  will  find  in  most  cases 
when  you  properly  evaluate  it  he  was 
justified,  regardless  of  party,  in  voting 
that  way. 

Mr.  GROSS.  Mr.  Chairman,  will  the 
gentleman  yield?  I  would  just  like  to 
know  how  I  voted  so  I  will  know  whether 
I  am  consistent  or  inconsistent,  if  the 
gentleman  will  tell  me,  please. 

Mr.  PATMAN.  Let  me  get  to  that  a 
little  bit  later. 

REFUTATION  OF  THE  REPUBLICAN  POSITION  ON 
H.R.  14544 

I  have  before  me  the  Congressional 
Record  of  May  11,  page  9831,  under  the 
title  Participation  Sales  Act  of  1966,  a 
statement  by  the  gentleman  from  Ari¬ 
zona  [Mr.  Rhodes].  He  says: 

Mr.  Speaker,  at  the  May  10,  1966,  meeting 
of  the  House  Republican  policy  committee  a 
policy  statement,  regarding  H.R.  14544,  the 
Participation  Sales  Act  of  1966,  was  adopted. 

Mr.  Rhodes  is  chairman  of  the  policy 
committee.  I  would  like  to  include  here 
the  remarks  of  Mr.  Rhodes  on  that.  Here 
is  why  he  says  the  Republicans  are 
against  this.  This  is  a  statement  by  this 
Republican  policy  committee: 

In  rapid  succession  we  have  witnessed  5 
straight  years  of  Federal  budget  deficits  that 
have  averaged  $6.2  billion. 

And  so  on. 

Let  us  take  up  the  first  point  first. 
Who  objects  to  5  straight  years  of  pros¬ 
perity?  We  have  had  62  consecutive 
months  of  prosperity  here  in  the  United 
States  of  America.  We  have  had  the 
longest  period  of  economic  growth  and 
prosperity  that  the  United  States  has 
ever  experienced  and  enjoyed  in  peace¬ 
time  history.  Does  anybody  want  to 
say  that  was  not  a  good  thing?  It  was 
a  good  thing.  Why  should  the  Republi¬ 
cans  come  out  and  criticize  it?  If  it  had 
not  been  for  the  Eisenhower  adminis¬ 
tration  letting  the  Federal  Reserve  have 
what  they  call  their  independence  so  they 
could  do  what  they  want  to  do  regard¬ 
less  of  the  wishes  of  the  elected  repre¬ 
sentatives  or  even  of  the  President  of 
the  United  States — if  President  Eisen¬ 
hower  had  not  done  that  and  if  we  had 
kept  interest  rates  as  they  were  when 
Mr.  Eisenhower  came  in  and  the  Repub¬ 
lican  Party  came  in — then  today  our  na¬ 
tional  debt  would  be  substantially  lower 
and  we  would  have  saved  $60  billion  in 
extra  interest  alone. 

THE  PARTICIPATION  SALES  BILL  WOULD  NOT  BE 
NECESSARY  IF  THE  LAST  REPUBLICAN  ADMIN¬ 
ISTRATION  HAD  PROTECTED  THE  COUNTRY 
AGAINST  RUNAWAY  INTEREST  RATES 

When  the  Eisenhower  administration 
took  office  in  1953,  the  interest  charges 
on  the  national  debt  stood  at  $5.8  billion. 
With  the  Eisenhower  administration 
working  hand-in-glove  with  the  Federal 
Reserve  Board,  interest  rates  skyrocketed 
and,  as  a  result,  we  will  be  paying 
$12,750  billion  in  interest  in  the  next 
fiscal  year. 

If  the  interest  had  been  kept  at  the 
1952  level  of  the  Truman  administra¬ 


tion,  we  would  be  paying  only  $6.6  billion 
annually  on  the  national  debt  instead  of 
the  $12,750  billion.  In  other  words,  we 
would  have  a  budget  surplus  of  $4  billion 
and  there  would  be  no  need  for  the  par¬ 
ticipation  sales  bill. 

THE  EISENHOWER  ADMINISTRATION,  WORKING 
BEHIND  THE  SCENES  WITH  THE  FEDERAL  RE¬ 
SERVE  BOARD,  OPENED  THE  FLOODGATES  TO 
HIGH  INTEREST  RATES 

The  policies  adopted  by  the  Eisenhower 
administration  and  the  Federal  Reserve 
Board  during  the  1950’s  are  the  real  rea¬ 
sons  that  the  participation  certificates 
will  be  sold  at  yields  above  5  percent. 

For  example — when  the  Truman  ad¬ 
ministration  left  ofiice  in  1952,  the  com¬ 
puted  annual  interest  rate  on  the  public 
debt — that  is  all  marketable  issues — 
stood  at  about  2  percent.  Eight  years 
later,  when  the  Eisenhower  administra¬ 
tion  departed  from  Washington,  this 
same  interest  rate  had  skyrocketed  to  3% 
percent. 

THE  REPUBLICANS,  INCLUDING  MANY  ON  THIS 
FLOOR  TODAY,  DID  NOT  RAISE  A  SINGLE  VOICE 
OF  PROTEST,  WHEN  THE  EISENHOWER  ADMIN¬ 
ISTRATION  ADOPTED  A  RUN-AWAY,  HIGH  IN¬ 
TEREST  RATE  POLICY  IN  THE  1950’S 

The  Republican  leadership  watched 
while  yields  on  long-term  Government 
bonds  rose  from  2.68  percent  in  1952  to 
4.02  percent  in  1960. 

Where  was  the  Republican  concern 
when  the  Eisenhower  administration, 
year  after  year,  increased  the  cost  of  fi¬ 
nancing  public  expenditures? 

FROM  1939  THROUGH  1951 - THE  YEARS  OF  THE 

ROOSEVELT  AND  TRUMAN  ADMINISTRATION - 

THE  YIELD  ON  LONG-TERM  GOVERNMENT  BONDS 
NEVER  DID  RISE  ABOVE  2%  PERCENT 

On  the  other  hand,  during  the  8  years 
of  the  Eisenhower  administration,  yields 
on  long-term  Government  securities  were 
never  below  2l/2  percent  and  were  be¬ 
tween  3  and  4  percent  in  5  of  the  8  years. 
When  Eisenhower  left  office  in  1960,  the 
yield  was  4.02  percent  on  long-term  Gov¬ 
ernment  bonds. 

HIGH  INTEREST  COSTS  ADD  TO  NEED  FOR 
PARTICIPATING  SALES 

High  interest  costs  imposed  by  the  Fed¬ 
eral  Reserve  action  of  December  6,  added 
$750  million  to  the  fiscal  1967  budget. 
This  is  the  added  cost  of  financing  the 
national  debt.  This  additional  $750  mil¬ 
lion,  added  by  one  directive  of  the  Federal 
Reserve  Board,  brings  the  total  annual 
interest  cost  on  the  national  debt  to  al¬ 
most  $13  billion. 

HIGH  INTEREST  RATES  ARE  CAUSED  BY  THE  FED¬ 
ERAL  RESERVE  BOARD  AND  NOT  BY  THE  PARTICI-' 
PATTON  SALES  BILL 

The  Federal  Reserve  Board  raised  in¬ 
terest  rates  37*4  percent  in  December, 
nearly  5  months  before  the  President  sent 
the  participation  sales  bill  to  the  Con¬ 
gress. 

The  Republicans  lauded  the  Federal 
Reserve  action  of  December  6  and  ap¬ 
proved  of  the  higher  interest  rates. 

The  Republicans  suddenly  discoverd 
the  interest  rate  issue  on  April  20 — the 
date  the  participation  sales  bill  was  in¬ 
troduced. 

Mr.  Chairman,  these  interest  rates 
went  up  tremendously,  tremendously. 
That  is  the  cause  of  our  problems  with 
reference  to  deficits. 
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Mr.  Chairman,  had  we  had  a  capital 
budget  like  former  President  Eisenhower 
indicated,  there  would  not  have  been  a 
year  within  my  memory — and  I  have  been 
here  a  long  time — that  we  would  not  have 
had  a  surplus  instead  of  a  deficit — that 
is,  if  we  had  had  a  capital  budget  and 
not  charged  all  of  our  expenditures 
against  current  revenue. 

Mr.  Chairman,  I  do  not  think  the  Re¬ 
publicans  have  a  leg  to  stand  on  when 
they  criticize  our  62  months  of  great 
prosperity.  Why  do  they  want  to  change 
it?  Why  do  they  not  help  us  continue  it? 

LIMITATION  OF  SALES  TO  $10.9  BILLION  AND  NOT 
$33  BILLION 

Now,  in  this  Republican  statement,  it 
says  that  under  the  provisions  of  this 
bill — • 

The  Johnson-Humphrey  administration 
will  be  given  authority  to  establish  a  whole 
system  of  backdoor  deficit  financing. 

Mr.  Chairman,  that  is  not  true.  The 
American  bankers  thought  the  same 
thing.  When  we  put  the  provision  in 
the  bill,  which  we  expected  to  do  all 
the  time — to  have  the  Committee  on  Ap¬ 
propriations  pass  on  these  matters,  they 
could  even  pass  upon  the  terms,  the  in¬ 
terest  rates  if  they  wanted  to  with  ref¬ 
erence  to  these  participations — then  the 
American  Bankers  Association  sent  a 
telegram  which  said  in  effect  we  are  no 
longer — listen  now;  this  is  the  Amer¬ 
ican  Bankers  Association — we  are  no 
longer  opposed  to  this  bill,  because  there 
is  no  backdoor  financing. 

Therefore,  the  criticism  and  censure 
uttered  by  the  Republican  Policy  Com¬ 
mittee  is  absolutely  unfounded  and  un¬ 
justified. 

Furthermore,  Mr.  Chairman,  let  me 
say  that  under  the  proposed  bill  for  par¬ 
ticipation  sales,  as  originally  introduced, 
FNMA  could  sell  participations  in  a  pool 
of  Government-held  financial  assets  or 
loans  which  could  possibly  have  totaled 
$33  billion.  However,  this  was  never 
contemplated  and  is  not  the  case  at  this 
moment.  I  refer  the  Members  of  the 
House  to  page  426  of  the  fiscal  1967  budg¬ 
et  that  clearly  spell  it  out. 

Private  Participation  in  Federal  Credit 
Programs 

(For  additional  details,  see  Special  Analysis 

E  in  separate  volume,  “Special  Analyses  of 

the  United  States  Budget,”  1967.) 

Despite  the  number  and  variety  of  major 
Federal  credit  programs,  they  directly  affect 
only  a  small  fraction  of  the  total  volume  of 
credit,  both  public  and  private.  Of  the  esti¬ 
mated  private  debt  of  $863  billion  outstand¬ 
ing  on  June  30,  1965,  direct  Government  loans 
and  guarantees  of  private  loans  to  domestic 
private  borrowers  accounted  for  about  11%. 
Federal  guarantees  or  insurance  of  private 
loans  were  responsible  for  most  of  the  Federal 
assistance. 

In  recent  years,  and  especially  during  the 
past  year,  emphasis  has  been  placed  upon 
obtaining  private  participation  in  public 
credit  programs  wherever  consistent  with 
achievement  of  the  purposes  of  such  pro¬ 
grams.  Numerous  methods  are  being  em¬ 
ployed  to  make  this  policy  effective,  includ¬ 
ing:  (a)  limitation  of  direct  lending  to  cases 
where  borrowers  cannot  otherwise  obtain  the 
funds  on  reasonable  terms;  (b)  liberalization 
in  lending  authority  of  private  institutions; 
(c)  expanded  use  of  Government  guarantees 
and  insurance  of  private  loans  as  an  alterna¬ 
tive  to  direct  loans;  and  (d)  increased  sales 
of  Government  loans  to  private  lenders. 


Direct  sales  and  participation  sales  of  loans  by  Federal  credit  programs 

[In  millions  of  dollars] 


Agency  or  program 


Department  of  Agriculture:  Farmers  Home  Ad¬ 
ministration..  . . _ 

Department  of  Health,  Education,  and  Welfare: 

Office  of  Education _ 

Department  of  Housing  and  Urban  Development: 

Federal  National  Mortgage  Association _ 

Federal  Housing  Administration _ 

Public  housing  program _ 

College  housing  loans _ 

Public  facility  loans _ _ 

Veterans  Administration: 

Direct  loan  revolving  fund _ 

Loan  guarantee  revolving  fund _ 

Export-Import  Bank  of  Washington _ 

Small  Business  Administration _ 

Total,  by  type  of  sale _ 

Grand  total _ 

Present  programs _ 

Proposed  legislation _ 


1965  actual 

1966  estimate 

1967  estimate 

Direct 

Partici- 

Direct 

Partici- 

Direct 

Partici- 

sales 

pation 

sales 

pation 

sales 

pation 

sales 

sales 

sales 

35 

40 

15 

•  600 

i  100 

264 

200 

182 

485 

49 

2  520 

6 

15 

65 

4 

12 

6 

5 

i  820 

11 

6 
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1  Under  proposed  legislation. 

2  Includes  $400,000,000  under  proposed  legislation. 

Legislation  is  being  proposed  to  authorize 
a  Government-wide  program  for  the  sale  of 
participations  in  outstanding  direct  loans. 
Under  the  expanded  program,  the  Federal 
National  Mortgage  Association,  as  trustee, 
will  continue  to  administer  the  pools  of  loans 
set  aside  by  the  Veterans  Administration  and 
by  its  own  special  assistance  and  manage¬ 
ment  and  liquidating  programs.  It  will  also 
administer  and  sell  certificates  of  participa¬ 
tion  in  pools  of  loans  set  aside  by  the  Farm¬ 
ers  Home  Administration,  the  Office  of 
Education,  the  Small  Business  Administra¬ 
tion,  and  the  college  housing  and  public 
facility  loan  programs  of  the  Department  of 
Housing  and  Urban  Development. 

The  program  authorized  by  this  legislation 
will  use  many  of  the  techniques  successfully 
employed  in  earlier  sales  of  participations  by 
the  Export-Import  Bank  and  the  Federal 
National  Mortgage  Association.  In  addition, 
new  provisions  will  make  it  possible  for  the 
first  time  to  include  in  the  pools  many  loans 
which  bear  interest  rates  below  current 
market  levels.  The  agencies  pooling  such 
loans  will  be  authorized  to  make  supplemen¬ 
tary  payments  to  the  trustee,  which,  together 
with  the  interest  on  the  loans  in  the  pools, 
will  assure  a  level  of  return  adequate  to 
attract  private  investment. 

Largely  as  a  result  of  this  proposed  legisla¬ 
tion,  sales  of  financial  assets  are  expected  to 
increase  from  the  $1.6  billion  actually  con¬ 
summated  in  1965  to  $3.3  billion  in  1966  and 
$54.7  billion  in  1967.  These  figures  exclude 
sales  made  as  part  of  the  usual  process  of 
guaranteeing  or  insuring  loans,  and  sales 
from  one  Government  agency  to  another,  as 
well  as  regular  amortization  and  prepay¬ 
ments  of  principal. 

Of  the  total  sales  anticipated  in  1967, 
$4,205  million  will  be  accomplished  through 
sales  of  participations  and  $534  million  from 
direct  sales  of  individual  loans.  The  timing 
of  sales  and  the  specific  assets  to  be  sold  are 
subject  to  variation  depending  upon  market 
developments  and  shifts  in  the  inventory  of 
available  assets. 

However,  nevertheless  this  technical 
question  will  be  met  and  will  be  restricted 
by  amendment. 

Mr.  Chairman,  after  we  conferred  with 
the  Rules  Committee  and  we  told  them 
we  did  not  want  all  of  this  $33  billion 
authority  in  the  bill,  they  said,  “Well, 
get  up  an  amendment  to  say  that.”  We 
got  up  an  amendment  and  it  will  be  of¬ 
fered  on  the  floor.  This  amendment 


will  restrict  these  participations  to  $10.9 
billion  only.  I  do  not  believe  many  peo¬ 
ple  object  to  that.  We  specify  the  agen¬ 
cies  that  may  place  their  assets  in  the 
pool.  Now,  furthermore,  the  Republi¬ 
cans  charge — and  I  am  reading  now  from 
their  policy  statement — the  following; 

If  the  $4.2  billion  participation  sales  au¬ 
thorized  by  this  bill  are  not  made,  the  budget 
deficit  will  be  $6  bUlion. 

Are  the  Republicans  saying,  “Now, 
please,  vote  this  bill  down;  we  want  the 
deficit  just  as  high  as  we  can  get  it;  we 
want  a  $6  billion  deficit;  if  you  do  not 
vote  it  down,  the  Democrats  will  get  by 
with  a  deficit  of  $1.8  billion.” 

In  other  words,  Mr.  Chairman,  they 
are  saying,  “Let  us  make  it  hard  on  our 
country.”  They  do  not  intend  it  to  be 
that  way.  I  know  that.  But  in  effect 
they  are  implying  and  in  effect  they  are 
saying,  “Let  us  make  it  hard  on  our  coun¬ 
try  by  having  the  deficit  just  as  big  as 
we  can;  the  bigger  the  deficit,  the  more 
it  will  help  the  Republican  Party.” 
They  can  say  that,  but  that  is  not  a  very 
good  thing  to  do.  We  should  not  have 
politics  in  things  like  this.  They  are 
absolutely  wrong  in  clamoring  for  higher 
deficits,  when  that  is  unnecessary.  It 
will  hurt  and  not  help  our  country. 
They  are  in  a  very  bad  position  on  that 
score. 

Now,  with  reference  to  foreign  loans, 
the  policy  statement  refers  to  the  Agency 
for  International  Development  and  to  the 
$12  billion  they  have  made  in  loans. 

Of  course,  none  of  them  are  involved 
here — not  one  of  them. 

Most  of  those  loans  are  made  at  a  very 
low  rate  of  interest.  Some  of  them  are 
made  at  three-fourths  of  1  percent. 
Why?  In  order  to  help  people  in  devel¬ 
oping  nations  to  have  some  hope  for  the 
future  and  something  to  work  for  and 
to  have  some  reason  not  to  engage  in 
wars  just  because  a  dictator  says  they 
should  have  a  war. 

These  loans  were  made  to  help  assure 
a  permanent  and  lasting  peace  and  that 
is  why  we  are  making  these  loans  at  a 
very  low  and  subsidized  rate  of  interest. 
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There  is  not  and  never  was  any  in¬ 
tention  to  put  them  in  this  participation 
pool  at  all. 

ADDED  COSTS  ARE  MINOR 

Now  then  as  to  the  costs  under  the  bill, 
H.R.  14544 — it  will  cost  the  American 
taxpayers  an  additional  $5  million  a 
year  for  each  billion  dollars  sold.  That 
is  the  same  theory  that  Mr.  Eisenhower 
had  when  he  was  having  the  post  offices 
built.  It  is  the  same  theory  as  the  Ex¬ 
port-Import  Bank.  It  is  the  same  theory 
that  has  applied  to  all  such  programs. 
There  is  no  change  here.  We  are  doing 
exactly  what  has  been  done  in  the  past. 

Now  the  Republican  policy  statement 
goes  on  to  say: 

To  date  Fannie  Mae  has  sold  four  issues 
of  participation.  Each  time  they  have  been 
sold  by  the  same  four  big  Wall  Street  invest¬ 
ment  houses. 

Well,  what  is  so  wrong  about  that. 
Personally,  I  think  FNMA  could  sell 
these  participations  at  public  auction. 
They  should  be  sold  to  the  highest  bidder. 
That  would  be  what  I  would  advocate. 

Is  it  so  bad  if  it  can’t  be  done  in  a 
more  efficient  way  to  have  some  brokers 

)do  it? 

Well,  you  ought  to  look  at  the  Federal 
Reserve  Open  Market  Committee.  They 
use  broker-dealers.  They  have  20 
dealers  around  them.  You  can  get  on 
top  of  the  Federal  Reserve  bank  in  New 
York  and  throw  a  stone  and  hit  each  one 
of  these  20  dealers  offices. 

They  are  right  there  around  the  Fed¬ 
eral  Reserve  bank  in  New  York.  They 
have  dealt  with  them  for  50  years — not 
just  for  2  or  3  years.  Is  that  so  wrong? 
If  it  is,  of  course,  you  can  compare  that 
with  the  four  dealers  here. 

Again,  I  say  these  participations 
should  be  sold  under  the  best  conditions 
possible  so  as  to  obtain  the  best  deal  for 
the  Government  and  the  people. 

Mr.  WIDNALL.  Mr.  Chairman,  will 
the  gentleman  yield? 

Mr.  PATMAN.  I  yield  to  the  gentle¬ 
man. 

Mr.  WIDNALL.  I  think  I  have  heard 
that  story  somewhere  before. 

|  Mr.  PATMAN.  I  hope  you  have. 

Mr.  WIDNALL.  What  I  would  like  to 
know  is  why  you  think  it  is  better  to  nar¬ 
row  it  down  to  just  four? 

Mr.  PATMAN.  I  am  for  public  auc¬ 
tion.  I  am  for  selling  them — like  Fannie 
Mae  can  sell  and  often  does  sell  at  the 
lowest  possible  rate. 

Mr.  WIDNALL.  Mr.  Chairman,  will 
the  gentleman  yield  further? 

Mr.  PATMAN.  I  yield  to  the  gentle¬ 
man. 

Mr.  WIDNALL.  Why  have  you  not 
provided  some  safeguards  in  the  bill  that 
you  have  offered  to  the  Congress? 

Mr.  PATMAN.  We  do  not  need  it.  We 
leave  it  to  the  discretion  of  the  people 
who  are  handling  it,  and  when  they  think 
it  is  better  to  sell  them  at  auction,  by 
negotiation  or  otherwise — as  long  as  the 
Federal  Government  and  American  peo¬ 
ple  get  the  best  deal.  It  is  entirely  up  to 
them  and  that  is  the  way  to  leave  it.  We 
trust  the  administrators.  That  is  what 
we  think  should  be  done  in  this  case. 

Now,  let  me  raise  another  point  with 
those  against  this  legislation.  I  believe 
it  was  in  1959  under  Mr.  Eisenhower’s  ad¬ 


ministration  when  it  was  proposed  to 
swap  enough  VA-guaranteed  4-percent 
mortgages  for  $311  million  of  low  inter¬ 
est  Treasury  obligations  that  were  com¬ 
ing  due. 

If  the  people  holding  this  $311  million 
in  Government  bonds  that  were  coming 
due  had  said,  “No,  we  do  not  want  any¬ 
thing — we  want  our  money.”  Then  the 
Treasury  would  have  had  to  go  into  the 
market  and  borrowed  $311  million.  That 
would  have  increased  the  budget  by  that 
much.  It  would  have  increased  our  na¬ 
tional  debt  by  that  much.  It  would  have 
increased  the  expenses  of  the  Govern¬ 
ment  by  that  much — $311  million. 

Now  we  are  proposing  this  participa¬ 
tion  pooling  of  Government  assets,  and 
we  are  accused  of  using  a  gimmick.  If  it 
is,  then  let  it  be  so  called.  It  is  in  the 
public  interest.  This  is  the  same  type  of 
gimmick — if  that  is  the  word  the  Repub¬ 
licans  want  to  use — as  that  used  during 
Mr.  Eisenhower’s  administration  when 
those  VA  mortgages  were  swapped  for 
low  interest  rate  Government  securities. 

That  action  by  President  Eisenhower 
reduced  the  national  debt  in  exactly 
the  same  way  that  this  bill  will  reduce 
the  debt.  When  you  vote  for  this  Sales 
Participation  Act  of  1966  that  we  have 
before  us  today,  you  will  be  reducing  the 
national  debt.  Certainly  this  is  in  the 
interest  of  our  country. 

Furthermore,  the  national  debt  does 
not  include  all  debts — not  by  any  means. 

Mr.  WIDNALL.  Mr.  Chairman,  will 
the  gentleman  yield? 

Mr.  PATMAN.  I  yield  to  the  gentle¬ 
man. 

Mr.  WIDNALL.  Where  does  it  say  that 
in  the  bill?  Where  in  the  bill  does  it 
say  what  you  just  said? 

Mr.  PATMAN.  It  is  just  a  statement 
of  fact.  For  example,  we  have  $33  bil¬ 
lion  of  Federal  Reserve  notes  outstand¬ 
ing.  They  are  not  a  part  of  the  national 
debt,  because  they  are  not  interest-bear¬ 
ing  obligations  of  the  Federal  Govern¬ 
ment.  If  the  gentleman  from  New  Jer¬ 
sey  owned  a  million  dollars  worth  of 
Government  bonds  that  came  due  today, 
and  if  he  decided  not  to  cash  them  to¬ 
morrow,  they  would  not  be  carried  as 
part  of  the  national  debt.  The  debt 
would  be  reduced  by  that  amount  be¬ 
cause  those  bonds  are  no  longer  interest- 
bearing  obligations  of  the  Government. 

It  is  only  interest-bearing  obligations 
of  the  Government  that  are  carried  in 
the  national  debt.  That  is  the  reason 
we  do  not  have  to  put  such  a  provision 
in  the  law.  It  has  always  been  that  way; 
there  has  been  no  change. 

This  bill  is  very  reasonable.  We  have 
many  precedents  for  it.  The  principle 
has  been  approved  by  Members  on  both 
sides  of  the  aisle.  Each  party  has  used 
it  to  good  advantage  to  help  the  public 
interest  and  the  general  welfare  of  all 
people.  I  think  it  should  be  passed  and 
voted  for  by  everyone.  The  Republicans 
should  reevaluate  their  thinking  on  this 
measure. 

THE  QUESTION  OF  INTEREST  RATES  NOT 
GERMANE 

The  question  of  interest  rates  does 
not  enter  this  debate.  The  question  is 
whether  it  is  right  that  we  sell  these  se¬ 
curities  through  the  participation  pool 


back  into  the  private  sector.  If  it  is,  we 
must  sell  them  at  the  rate  of  interest 
that  will  cause  them  to  be  purchased, 
whether  that  rate  of  interest  is  low  or 
whether  it  is  high.  That  question  will 
depend  upon  the  market  at  that  particu¬ 
lar  time,  a  question  over  which  the  Con¬ 
gress  does  not  have  any  control.  We 
must  make  them  acceptable  to  the  mar¬ 
ket  at  the  particular  time  at  which  they 
are  sold.  Therefore,  the  question  of  in¬ 
terest  is  not  involved,  except  that  we 
have  to  pay  the  going  rate  of  interest  at 
the  time  in  order  to  sell  them. 

Is  it  not  better  to  sell  these  obligations 
at  an  interest  rate  that  is  even  a  little 
higher  than  that  which  the  Treasury 
would  have  to  pay — about  one-quarter  to 
three-eighths  higher  in  order  to  main¬ 
tain  our  free  enterprise  economy? 

H.R.  14544  SHOULD  PASS  UNANIMOUSLY 

I  suggest  that  the  bill  should  be  passed 
unanimously  in  the  interest  of  the  en¬ 
tire  country,  in  the  interest  of  the  private 
enterprise  system,  the  small  business 
people  of  the  country,  the  people  who 
want  and  deserve  decent  housing,  and 
the  small  communities  that  are  clamor¬ 
ing  for  facilities  loans  for  water  and  for 
sewers,  the  farmers  and  all  groups  in  the 
United  States.  They  are  all  involved  in 
this  bill. 

You  know  you  are  going  to  vote  for  big 
cities.  You  know  that.  Why  not  vote 
for  the  little  towns?  If  you  vote  against 
this  bill,  you  vote  against  the  little  towns, 
you  vote  against  the  farmers,  and  you 
vote  against  the  small  businessmen. 

A  vote  against  the  participation  sales 
bill  is  a  vote  to  strangle  these  programs : 
The  Farmers  Home  Administration,  col¬ 
lege  housing,  Veterans’  Administration 
loans.  Small  Business  Administration 
loans,  Export-Import  Bank,  soil  and 
water  loans,  and  all  of  the  various  hous¬ 
ing  programs. 

A  vote  for  the  participation  sales  bill 
is  a  vote  to  provide  adequate  funds  for 
these  needed  programs  already  voted 
by  the  Congress. 

So  I  ask  you  Republicans  to  reevaluate 
your  position  on  this  measure  and  see 
if  you  do  not  want  to  vote  “aye.” 

ANSWER  TO  REPUBLICAN  CHARGES  OF  RAILROAD¬ 
ING  AND  LACK  OF  HEARINGS 

Mi-.  Chairman,  throughout  this  debate 
we  have  heard  charges  by  our  colleagues 
on  the  other  side  of  the  aisle  that  the 
Sales  Participation  Act  was  rushed 
through  the  Banking  and  Currency 
Committee  without  adequate  hearings 
and  that  Republican  members  of  the 
committee  were  not  given  advance  no¬ 
tice  as  to  when  the  committee  was  plan¬ 
ning  to  vote  on  the  bill. 

It  has  further  been  charged  by  our 
Republican  friends  that  this  legislation 
is  of  such  importance  that  more  hearings 
are  needed.  These  charges  cannot  be 
substantiated. 

To  prove  my  point,  I  call  attention  to 
the  hearings  on  H.R.  14544  before  the 
Banking  and  Currency  Committee.  In 
my  opening  statement,  I  said: 

May  I  express  the  hope  that  we  stay  in 
session  on  this  bill  today  and  tomorrow,  if 
necessary,  until  we  get  the  bill  passed  on. 
The  House  will  be  in  session  at  noon  for  a 
short  time.  I  do  not  think  it  will  be  long, 
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but  I  would  like  to  have  the  Committee 
come  back  if  we  do  not  get  back  by  noon, 
and  it  does  not  look  too  good  that  we  will, 
we  should  come  after  the  House  has  re¬ 
cessed  in  the  afternoon  and  stay  in  session 
until  we  get  the  bill  passed  on  this  after¬ 
noon  if  we  can.  If  not,  meet  tomorrow 
morning  at  10  and  stay  until  such  time  as 
is  necessary.  I  am  expressing  that  as  a 
hope. 

A  short  time  later  during  the  hearings, 
I  made  the  statement: 

I  want  to  express  the  hope  that  we  resolve 
this  thing  before  we  conclude  today. 

Mi;.  Chairman,  I  repeat  that  these  re¬ 
marks  were  made  at  the  outset  of  our 
hearings.  It  is  on  the  record  and  crystal 
clear  that  there  was  a  strong  possibility 
that  a  vote  would  be  taken  on  the  meas¬ 
ure  in  the  afternoon  session  following 
conclusion  of  testimony  from  the  wit¬ 
nesses.  Although  the  Republicans  have 
charged  that  full  hearings  were  not  held 
on  the  bill,  it  must  be  noted  that  when 
the  April  21  afternoon  session  of  the 
committee  was  called  to  order  for  the 
continuation  of  H.R.  14544  testimony, 
only  four  Repulican  members  were  pres¬ 
ent.  And  when  the  committee  voted  to 
report  the  measure,  only  three  Republi¬ 
cans  were  present.  I  submit  to  this  body 
that  the  Republicans  did  not  consider 
this  legislation  important  enough  to  at¬ 
tend  the  hearings  on  the  matter  and 
when  a  rollcall  vote  was  taken,  less  than 
one-fourth  of  the  Republican  member¬ 
ship  of  the  committee  was  on  hand  to 
vote  for  this  important  matter.  I  ask  my 
Republican  colleagues  on  the  committee : 
If  you  feel  that  adequate  hearings  were 
not  held  on  this  legislation,  why  was  your 
party  not  better  represented  during  the 
sessions  that  were  held  on  the  bill? 

I  must  point  out  that  one  of  the  loudest 
critics  of  this  legislation,  the  gentleman 
from  Tennessee  [Mr.  Brock],  was  among 
those  missing  during  the  afternoon  testi¬ 
mony  on  H.R.  14544  and  was  not  present 
when  a  vote  was  taken.  At  the  outset  of 
the  hearings,  Mr.  Brock  complained  that 
we  had  not  scheduled  enough  witnesses 
for  this  legislation  and  indicated  that  he 
wanted  to  be  fully  informed  on  the  mat¬ 
ter  before  concluding  hearings.  If  the 
gentleman  was  sincerely  interested  in 
learning  exactly  what  this  bill  would 
accomplish,  why  did  he  not  attend  all 
of  the  hearing  sessions  on  this  legisla¬ 
tion? 

In  addition  to  the  hearings  on  H.R. 
14544,  as  I  have  previously  mentioned, 
the  committee  held  four  days  of  hearings 
on  S.  2499,  a  bill  which  would  allow  the 
Small  Business  Administration  to  sell 
shares  in  a  pool  of  loans.  This  legislation 
is  almost  identical  to  the  bill  before  this 
body  today.  However,  the  Republicans 
once  again  showed  their  lack  of  concern 
over  this  legislation  by  establishing  a 
poor  attendance  mark  for  the  hearings. 
On  April  1,  only  five  Republicans  were 
present  for  the  hearings:  and  on  April  4, 
only  six  Republicans  were  present.  Once 
again  I  repeat,  if  the  Republicans  were 
so  concerned  over  this  legislation,  why 
did  they  not  attend  the  hearings  and  ask 
questions? 


THE  PARTICIPATION  SALES  ACT  OP  1966  AND  OUR 
NATIONAL  GOALS  AND  NEEDS 
PUBLIC  AND  PRIVATE  CAPITAL  IN  PARTNERSHIP 

The  home  mortgage  insurance  and 
guaranty  programs  of  the  Federal  Hous¬ 
ing  Administration  and  the  Veterans’ 
Administration,  the  many  programs  of 
agricultural  credit  assistance,  lending  as¬ 
sistance  rendered  by  the  Small  Business 
Administration,  and  more  recently  the 
credit  aids  enjoyed  in  the  college  housing 
program  and  the  student  loan  program — 
all  these  bear  witness  to  our  success  in 
using  public  and  private  assets  to  achieve 
common  goals. 

Very  frequently  in  this  effective  part¬ 
nership  arrangement  between  private 
and  public  credit,  we  have  started  out 
with  a  program  that  is  either  wholly  or 
relatively  dependent  upon  Federal  lend¬ 
ing.  Then  in  time,  the  program  has 
evolved  into  a  form  in  which  the  private 
sector  gradually  takes  up  more  and  more 
of  the  task  of  providing  financing. 

Over  the  years,  however,  we  have  de¬ 
vised  different  means  to  use  the  great 
resources  of  the  private  credit  market  to 
accomplish  the  very  necessary  and  high¬ 
ly  desirable  social  goals  and  purposes 
which  we  orginally  set  out  to  accomp¬ 
lish  through  direct  Government  lending 
programs.  When  private  capital  takes 
up  part  or  all  of  the  burden  of  a  lending 
program,  then  the  resources  of  the  Fed¬ 
eral  Government  can  be  and  are  free  to 
turn  to  other  equally  worthwhile  pur¬ 
poses.  Broadly  speaking,  this  process 
has  been  operating  ever  since  we  turned 
to  guaranteed  and  insured  loans  in  place 
of  some  of  the  direct  lending  programs. 
We  might  single  out,  for  example,  home 
ownership,  which  is  not  only  an  individ¬ 
ual  American  aspiration  but  one  of  our 
most  widely  accepted  goals.  I  do  not  be¬ 
lieve,  Mr.  Chairman,  we  could  ever  have 
achieved  our  high  degree  of  home  owner¬ 
ship  without  using  the  resources  of  the 
private  market  under  guaranty  and  in¬ 
surance  arrangements.  This  is  true  for 
at  least  three  reasons: 

First.  The  capital  resources  of  the 
private  market  obviously  are  far  greater 
than  those  of  the  Government;  second, 
we  could  not  have  increased  the  Federal 
budget,  and  indeed,  few  if  any  of  us 
would  have  wanted  to  increase  the  Fed¬ 
eral  budget  to  the  degree  required  to 
provide  the  necessary  funds  through  di¬ 
rect  Government  loans;  and  third,  while 
Government  assistance  was  required  to 
get  the  necessary  programs  under  way 
we  needed  the  ingenuity  of  the  private 
market  in  order  to  carry  them  out  suc¬ 
cessfully. 

Federal  credit  programs,  working 
through  the  private  market,  help  to  make 
the  market  stronger,  more  competitive 
and  better  able  to  serve  the  economy’s 
needs  over  the  long  run. 

H.R.  14544  NOT  A  RADICAL  DEPARTURE 

I  am  sure  we  will  hear  charges  made 
today  that  H.R.  14544,  the  so-called  Par¬ 
ticipation  Sales  Act  of  1966,  is  a  new  and 
radical  departure  from  traditional  meth¬ 
ods.  This,  Mr.  Chairman,  is  not  sub¬ 
stantiated  by  the  facts.  The  policy  of 
asset  sales  has  been  endorsed  by  previous 


administrations  and  by  a  number  of 
private  independent  commissions  and 
groilps  which  deserve  and  receive  the 
highest  respect  in  our  economy.  Others 
will  dwell  on  this  point  in  greater  detail. 

THE  BASIC  PROBLEM 

Basically,  Mr.  Chairman,  this  is  the 
problem  on  hand  at  the  moment.  Out¬ 
standing  loans  made  through  Federal 
credit  programs  to  domestic  private  bor¬ 
rowers  accounted  for  about  $125  billion 
out  of  a  total  of  $835  billion  of  private 
debt  outstanding  as  of  mid-1965.  Guar¬ 
antees  and  insured  private  loans  were  re¬ 
sponsible  for  more  than  $91  billion  of  the 
$125  billion.  Only  a  little  more  than  $33 
billion  was  in  direct  loans. 

But  this  $33  billion,  which  will  be 
amended  to  reduce  the  amount  to  $10.9 
billion,  Mr.  Chairman,  and  other  neces¬ 
sary  additional  lending  under  existing 
Federal  credit  programs,  represents 
budget  expenditures  which  could  be 
avoided  if  private  capital  could  be  mobil¬ 
ized  to  take  the  place  of  public  credit  as 
envisioned  under  H.R.  14544. 

Yet,  despite  major  efforts  since  1950 
to  draw  on  private  credit,  the  volume  of 
direct  Federal  loans  outstanding  has  con¬ 
tinued  to  increase.  It  was  $25.1  billion 
on  June  30,  1961,  and  $33.1  billion  on 
June  30, 1965. 

Obviously,  Mr.  Chairman,  these  loans 
have  direct  consequences  on  the  Fed¬ 
eral  budget — and  thus  on  the  policies  fol¬ 
lowed  by  any  administration.  Money  for 
lending  programs  must  be  budgeted. 
This  means  that  it  must  be  matched  by 
tax  revenue  or  by  additional  debt — or  it 
must  take  the  place  of  some  other  pro¬ 
gram  which  must  then  be  postponed  or 
dropped. 

Today  we  know  that  competition  for 
available  Federal  budget  dollars  is  ex¬ 
tremely  keen — particularly  when  the 
whole  range  of  great  unsatisfied  needs  of 
our  society  is  considered. 

The  President’s  state  of  the  Union 
message  of  last  January  has  cataloged 
these  needs  and  his  budget  has  provided 
a  program  for  meeting  them. 

It  is  only  necessary  to  name  a  few 
areas — health  and  education,  the  elimi¬ 
nation  of  rural  and  urban  poverty,  the 
rebuilding  of  blighted  urban  areas,  wa¬ 
ter  pollution,  air  pollution,  transporta¬ 
tion — to  see  that  future  national  needs 
will  continue  to  place  pressures  on  fu¬ 
ture  demands  for  capital.  This  future 
need,  together  with  present  programs, 
makes  it  essential  that  we  act  now  to  re¬ 
duce  the  total  amount  of  loans  outstand¬ 
ing  by  substituting  private  for  Federal 
credit  wherever  possible. 

This  legislation  does  not  authorize  any 
new  programs  whatsoever  or  any  addi¬ 
tional  loan  funds  for  existing  programs. 
However,  Mr.  Chairman,  this  legislation 
is  of  vital  concern  in  assuring  local  com¬ 
munities,  educational  institutions,  busi¬ 
ness  firms  and  individuals  that  loan  pro¬ 
grams  already  authorized  by  the  Con¬ 
gress  will  be  properly  and  adequately 
funded.  Further,  this  legislation  would 
provide  assurances  to  many  others —  in¬ 
dividuals,  communities,  and  institu¬ 
tions — that  future  programs  to  alleviate 
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their  most  severe  problems  would  be 
financially  feasible  and  properly  funded. 

This  bill  would  enable  those  who  do 
not  have  ready  access  for  whatever  rea¬ 
son  to  capital  markets  to  benefit  from 
the  most  efficient  and  economical  finan¬ 
cing  techniques  which  are  currently 
available  to  large  and  well-established 
borrowers.  This  bill  would  provide  the 
kind  of  stability  and  continuity  in  pro¬ 
gram  financing  which  is  essential  both 
to  orderly  and  economic  planning  on  the 
local  and  individual  level  and  overall 
financial  program  planning  on  the  Fed¬ 
eral  level. 

Federal  credit  programs  in  such  areas 
as  education,  agriculture,  and  small 
business  would  be  empowered  to  utilize 
the  same  financing  techniques  that  the 
Congress  has  previously  made  available 
for  housing  and  other  programs  such  as 
in  the  Department  of  Housing  and  Urban 
Development  through  the  participation 
sales  authority  provided  in  the  Housing 
Acts  of  1964  and  1965. 

Some  of  the  most  vital  credit  pro¬ 
grams  are  on  a  direct  loan  basis  rather 
than  on  a  guaranteed  or  insured  loan 
basis.  This  is  due  to  the  fact  that  such 
borrowers  are  either  not  well  established 
and  accomplished  in  the  capital  market, 
or  remote  from  or  strange  to  the  source 
of  financing  funds,  or  it  has  been  de¬ 
termined  by  the  Congress  and  the  Ameri¬ 
can  people  that  such  programs  by  their 
very  nature  must  qualify  for  a  lower 
interest  rate  than  would  be  feasible 
under  either  private  financing  or  a  Fed¬ 
eral  guaranteed  loan  program. 

These  reasons  should  not  interfere 
with  the  availability  of  funds,  within 
the  limits  prescribed  by  legislation,  but 
such  interference  does  exist.  Needed 
programs  are  unjustly  penalized  by  fi¬ 
nancial  arrangements  which  require 
them  to  compete  for  scarce  budget  dol¬ 
lars  with  defense  and  other  essential 
needs.  Substituting  private  for  public 
credit  removes  this  unnecessary  com¬ 
petition. 

NECESSARY  DIRECT  LENDING  WILL  CONTINUE 

For  those  who  have  fears  that  this 
legislation  will  spell  the  beginning  of  the 
end  of  direct  Federal  lending  programs, 
let  me  say  that  with  all  respect  I  believe 
their  fear  is  ungrounded.  I  do  not  be¬ 
lieve  that  this  administration  nor  any 
party  in  power  would  ever  be  in  a  posi¬ 
tion  to  contradict  that  there  is  no  need 
for  any  direct  Federal  lending  programs. 
Your  committee  stated  in  the  report  on 
H.R.  14544  as  follows: 

Your  committee  wishes  to  retain,  however, 
the  principle  that  the  allocation  of  credit 
for  essentially  private  purposes  should  be  a 
function  of  the  private  market.  By  the 
same  token,  this  position  does  not  mean  to 
imply  that  existing  or  new  social  and/or 
economic  programs  requiring  Federal  Gov¬ 
ernment  sponsorship  and/or  direct  financing 
should  be  curtailed  or  ceased. 

Mr.  Chairman,  the  Government’s  basic 
contribution  in  all  of  these  Federal  loan 
programs,  guaranteed  and  direct,  is 
essentially  that  of  assuming  a  credit  risk. 
When  private  rather  than  public  credit 
is  used,  the  guarantee  is  exactly  the 
same — but  the  main  essential  difference 
is  that  Federal  funds  are  not  tied  up 


where  private  loans  can  be  used  to  do 
the  job. 

In  order  to  avoid  adding  unnecessarily 
to  the  budget,  and  yet  to  provide  sound 
financing  for  necessary  programs,  this 
bill  calls  for  in  effect  the  substitution  of 
private  credit  for  public  credit  wherever 
feasible.  This  in  essence  is  what  the 
participation  sales  under  this  legislation 
would  accomplish.  This  bill,  Mr.  Chair¬ 
man,  is  not  substantive  in  nature  but 
merely  procedural. 

THE  SALES  PARTICIPATION  ACT  AND  INTEREST 
RATES 

Argument  has  been  raised  concerning 
the  increased  costs  in  interest  rates  or 
yields  which  will  have  to  be  paid  under 
the  participation  pool  procedure  as  set 
forth  in  H.R.  14544  as  compared  to  direct 
Federal  financing.  That  argument, 
curiously  enough,  Mr.  Chairman,  has 
been  voiced  by  those  who  traditionally 
object  to  most,  if  not  all,  Federal  direct 
lending  programs.  Perhaps  I  am  engag¬ 
ing  in  wishful  thinking,  but  I  welcome 
this  change  of  heart,  and  trust  that  this 
support  will  be  forthcoming  when  legisla¬ 
tion  is  before  this  body  for  subsequent 
funding  of  existing  direct  lending  pro¬ 
grams,  and  new  programs  of  this  nature, 
when  they  are  before  this  body. 

No  one  can  argue  against  the  fact  that 
the  Federal  Government  can  finance  its 
needs  at  a  lower  cost  than  anyone  else — 
either  business  or  individuals.  Let  me 
quote  from  the  majority  report  on  H.R. 
14544  on  this  subject: 

It  has  been  pointed  out  on  some  occasions 
that  the  sale  of  Federal  credit  program  finan¬ 
cial  assets,  whether  through  participation 
certificates  or  other  means,  is  more  expensive 
than  financing  through  the  direct  issue  of 
Treasury  obligations.  This  is  true,  although 
the  cost  difference  has  proved  to  be  relatively 
minor.  For  example,  FNMA  participation 
certificates  have  been  sold  at  rates  roughly 
one-fourth  of  one  percent  above  Treasury  is¬ 
sues  of  comparable  maturity;  and  it  is  en¬ 
tirely  possible  that  the  margin  may  diminish 
as  the  market  gains  experience  with- these 
high  quality  credits. 

Moreover,  carried  to  its  logical  conclusion, 
this  argument  would  have  the  Treasury 
financing  directly  all  of  the  Federal  insur¬ 
ance  and  guarantee  programs,  since  it  can 
obviously  do  this  more  cheaply  than  the 
private  market.  Other  types  of  credit,  now 
handled  entirely  in  the  private  market,  could 
also  be  financed  more  "cheaply”  by  the  U.S. 
Treasury. 

This  argument,  Mr.  Chairman,  reducto 
absurdum,  would  have  the  Federal  Gov¬ 
ernment,  through  the  U.S.  Treasury, 
financing  all  activities  in  our  Nation — 
from  business  to  individual  to  consumer 
loans.  I  do  not  believe  anyone  wants 
this  to  happen. 

But  there  is  another  point  which  must 
be  made  on  this  subject.  The  minority 
report  accompanying  this  bill  makes 
much  of  the  argument  that  H.R.  14544, 
by  establishing  participation  pools,  will 
end  up  costing  the  American  people  more 
money.  I  am  sure  that  the  minority 
party  will  continue  to  make  much  of  this 
point  as  we  debate  the  bill  today.  From 
a  short  range  view,  it  cannot  be  denied 
that  there  is  a  small  interest  rate  dif¬ 
ferential  betwen  these  participations  and 
direct  Treasury  financing.  But  I  hope, 
Mr.  Chairman,  that  we  will  take  a  long- 


range  view  and  reject  any  short-sighted 
play  on  figures. 

MINORITY  KEEPS  FACTS  FROM  PUBLIC 

The  minority  party’s  argument  about 
higher  costs  through  participation  sales 
tells  only  a  small  part  of  the  story  and 
keeps  the  true  facts  from  the  public. 
Viewing  the  legislation  from  a  longer 
range,  it  is  highly  probable  that  the  in¬ 
terest  rate  differential  between  partici¬ 
pation  sales  and  direct  Treasury  issues 
will  soon  become  minimal,  if  not  non¬ 
existent.  This  will  be  true  as  the  partici¬ 
pations  gain  familiarity  and  acceptance 
in  the  money  market.  But,  the  minority 
ignores  these  facts. 

However,  I  am  happy  at  long  last  to  see 
so  many  of  my  colleagues  on  the  minority 
side  exhibit  concern  about  interest  rates. 
Many  times,  I  have  stood  on  the  floor  of 
this  Chamber  seeking  support  for  efforts 
to  hold  down  interest  rates.  I  have  often 
sought  support  for  legislation  which 
would  curb  the  excesses  of  the  Federal 
Reserve  Board  and  its  never-ending  drive 
to  increase  interest  rates  throughout  the 
economy.  Never  do  I  remember  my  col¬ 
leagues  on  the  minority  side  rising  in 
support  of  these  efforts. 

Now,  the  participation  sales  bill  has 
somehow  awakened  the  slumbering  ele¬ 
phant.  Yes,  my  Republican  colleagues, 
I  too  would  like  to  see  these  participa¬ 
tion  sales  made  at  low  interest  rates. 
But,  it  is  the  Federal  Reserve  Board,  and 
not  this  participation  sales  bill,  that  has 
pushed  interest  rates  up  to  an  all-time 
high. 

Not  4  months  ago,  I  stood  here  and  ex¬ 
posed  the  action  taken  by  the  Federal 
Reserve  Board  in  December  1965,  when 
it  raised  interest  rates  by  as  much  as 
37%  percent.  It  is  obvious,  Mr.  Chair¬ 
man,  that  if  this  Congress  had  not  al¬ 
lowed  the  Federal  Reserve  to  take  this 
action,  the  rate  the  Federal  Government 
would  have  to  pay  for  these  participa¬ 
tions  could  well  be  within  the  4%  per¬ 
cent  statutory  limit  on  long-term  Treas¬ 
ury  securities.  However,  many  of  my 
Republican  colleagues  supported  the  Fed¬ 
eral  Reserve  action  and  said  nothing 
about  holding  down  interest  rates. 

HIGH  INTEREST  RATES  UNBALANCE  BUDGET 

Listen  to  what  the  President  had  to 
say  in  his  budget  message  for  fiscal  1967 : 

Apart  from  the  special  costs  of  operations 
in  southeast  Asia,  increases  in  Federal  ex¬ 
penditures  for  high  priority  Great  Society 
programs  and  for  unavoidable  workload 
growth  have  been  largely  offset  by  reductions 
in  lower  priority  programs,  management  im¬ 
provements  and  other  measures.  As  a  con¬ 
sequence,  total  regular  administrative 
budget  expenditures — i.e.,  outside  of  special 
Vietnam  costs — rise  by  only  $0.6  billion  be¬ 
tween  1966  and  1967. 

That  statement,  Mr.  Chairman,  is  on 
page  9  of  the  budget  for  fiscal  year  1967. 
Now,  what  do  we  find  on  page  140  of 
the  budget?  This  statement  is  made: 

Interest  payments  on  the  public  debt  will 
rise  substantially  both  for  fiscal  1966  and  fis¬ 
cal  1967. 

The  estimate  of  interest  payments  for 
1966,  Mr.  Chairman,  is  $12  billion,  and 
for  1967,  $12,750  million.  In  other 
words,  Mr.  Chairman,  if  we  were  able 
to  hold  interest  down  to  that  level  prior 
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to  the  recent  actions  by  the  Federal  Re¬ 
serve  Board,  we  would  have  affected  the 
administrative  budget  not  by  an  increase 
of  $600  million  between  1966  and  1967, 
but  by  a  decrease  of  $150  million,  com¬ 
paring  again  1966  and  1967. 

I  welcome  the  support  for  low  interest 
rates  by  members  of  the  minority  party, 
and  I  trust  that  this  position  they  are 
taking  on  this  specific  issue  will  carry 
forward  to  other  issues  regarding  inter¬ 
est  rates  as  they  occur  in  the  future. 

I  trust  that  my  colleagues  on  the  mi¬ 
nority  side  have  not  seized  on  the  issue 
of  interest  rates  simply  as  a  political 
gimmick  to  oppose  the  administration’s 
participation  sales  bill. 

PROPOSED  AMENDMENTS 

For  the  benefit  of  the  Members  of  the 
House  I  include  at  this  point  in  my  re¬ 
marks  the  amendments  I  propose  to  offer 
tomorrow  on  H.R.  14544: 

Amendments  to  be  offered  by  Mr.  Patman 
to  H.R.  14544  as  reported : 

Page  2,  strike  lines  6  through  15  and  in¬ 
sert: 

“(3)  by  striking  out  the  words  ‘offered  to  it 
by  the  Housing  and  Home  Finance  Agency  or 
its  Administrator,  or  by  such  Agency’s  con¬ 
stituent  units  or  agencies  or  the  heads  there¬ 
of,  or  any  first  mortgages  in  which  the  United 
States  or  any  agency  or  instrumentality 
thereof’  in  the  first  sentence  thereof  and  by 
inserting  ‘and  other  types  of  securities,  in¬ 
cluding  any  instrument  commonly  known  as 
a  security,  hereinafter  in  this  subsection 
called  “obligations,”  in  which  any  depart¬ 
ment  or  agency  of  the  United  States  listed  in 
section  302(1)  (2)  of  this  Act,’ 

Page  3,  strike  lines  3  through  6  and  insert: 
“(2)  Subject  to  the  limitations  provided 
in  paragraph  (4)  of  this  subsection,  one  or 
more  trusts  may  be  established  as  provided 
in  this  subsection  by  each  of  the  following 
departments  or  agencies: 

"(A)  The  Farmers  Home  Administration 
of  the  Department  of  Agriculture,  but  only 
with  respect  to  operating  loans,  direct  farm 
ownership  loans,  direct  housing  loans,  and 
direct  soil  and  water  loans.  Such  trusts 
may  not  be  established  with  respect  to  loans 
for  housing  for  the  elderly  under  sections 
502  and  515(a)  of  the  Housing  Act  of  1949, 
nor  with  respect  to  loans  for  nonfarm  recre¬ 
ational  development. 

“(B)  The  Office  of  Education  of  the  De¬ 
partment  of  Health,  Education,  and  Welfare, 
but  only  with  respect  to  loans  for  construc¬ 
tion  of  academic  facilities. 

“(C)  The  Department  of  Housing  and 
Urban  Development,  except  that  such  au¬ 
thority  may  not  be  used  with  respect  to 
secondary  market  operations  of  the  Federal 
National  Mortgage  Association. 

“(D)  The  Veterans’  Administration. 

“(E)  The  Export-Import  Bank. 

"(F)  The  Small  Business  Administration. 
The  head  of  each  such  department  or  agency, 
hereinafter  in  this” 

Page  3,  line  20,  strike  “may”  both  times  it 
appears  and  insert  “shall”. 

Page  9,  line  25,  insert  “(a)”  immediately 
after  “Sec.  6.”. 

Page  10,  insert  immediately  after  line  3  : 
“(b)  After  June  30,  1966,  no  department 
or  agency  listed  in  section  302(c)  (2)  of  the 
Federal  National  Mortgage  Association  Char¬ 
ter  Act  may  sell  any  obligation  held  by  it 
except  as  provided  in  section  302(c)  of  that 
Act,  or  as  approved  by  the  Secretary  of  the 
Treasury,  except  that  this  prohibition  shall 
not  apply  to  secondary  market  operations 
carried  on  by  the  Federal  National  Mortgage 
Association." 

Page  11,  immediately  after  line  16,  add  the 
following  new  section: 


“Sec.  9.  The  Federal  National  Mortgage  As¬ 
sociation  is  authorized  during  the  fiscal  year 
1966  to  sell— 

“(1)  additional  participations  in  the  Gov¬ 
ernment  Mortgage  Liquidation  Trust,  and 
“(2)  participations  in  a  trust  to  be  estab¬ 
lished  by  the  Small  Business  Administration, 
each  without  regard  to  the  provisions  of  par¬ 
agraphs  (4)  of  section  302(c)  of  the  Federal 
National  Mortgage  Association  Charter  Act.” 

Mr.  WIDNALL.  Mr.  Chairman,  I  yield 
myself  such  time  as  I  may  require. 

I  have  now  been  in  the  House  of  Rep¬ 
resentatives  for  17  years.  I  never 
thought  I  would  live  to  see  the  day  when 
the  distinguished  chairman  of  the  House 
Committee  on  Banking  and  Currency 
would  stand  on  the  floor  of  the  House 
and  advocate  higher  interest  rates  with 
no  ceiling  on  the  interest  rates. 

Mr.  PATMAN.  Mr.  Chairman,  will 
the  gentleman  yield? 

Why  should  the  gentleman  be  con¬ 
cerned  about  our  interest  rates  when  his 
party — with  some  exceptions  such  as  the 
gentleman  from  New  Jersey — has  always 
been  for  high  interest  rates?  Your  party 
is  even  referred  to  as  the  high  interest 
party  because  you  have  such  a  good 
record  of  high  interest. 

Mr.  WIDNALL.  Mr.  Chairman,  I  have 
not  yielded,  but  I  have  let  Mr.  Patman 
speak. 

Mr.  JONAS.  Mr.  Chairman,  will  the 
gentleman  yield? 

Mr.  WIDNALL.  I  yield. 

Mr.  JONAS.  I  do  not  think  the  party 
will  be  referred  to  in  those  terms  after 
this  bill  passes. 

Mr.  WIDNALL.  Mr.  Chairman,  in 
view  of  the  fact  that  the  distinguished 
chairman  of  our  committee  has  referred 
to  some  things  that  have  taken  place  in 
the  past,  I  would  like  to  read  now  an 
excerpt  from  the  hearings  in  January 
1959,  on  the  Economic  Report  of  the 
President.  I  refer  to  pages  417  and  418: 

Representative  Patman.  Now,  do  you  con¬ 
sider  it  a  good  tiling  to  sell  off  assets  of  the 
Government  for  the  purpose  of  balancing 
the  budget?  After  all,  this  is  selling  an  asset 
that  the  Government  owns  as  if  that  could 
in  any  real  sense  balance  the  budget.  Do 
you  endorse  that  as  a  Government  policy,  Mr. 
Secretary? 

Secretary  Anderson.  Congressman  Pat¬ 
man,  the  act  which  created  the  Federal  Na¬ 
tional  Mortgage  Association  provided  that 
we  should,  to  the  maximum  extent  and  as 
rapidly  as  possible,  have  private  financing 
substituted  for  Treasury  borrowings  that 
would  otherwise  be  required  to  carry  mort¬ 
gages. 

Now,  over  the  period  of  the  FNMA  his¬ 
tory,  they  have  sold,  as  I  recall,  about  a 
$1,600  million  worth  of  these  mortgages. 

Representatives  Patman.  But  I  am  talking 
about  selling  $335  million  to  apply  on  the 
budget.  It  occurs  to  me  that  if  you  are 
going  to  endorse  the  policy  of  selling  assets 
of  the  Government  for  the  purpose  of  trying 
to  balance  the  budget,  it  will  possibly  lead 
to  the  sale  of  such  things  as,  for  instance, 
Grand  Canyon  or  Yellowstone  National  Park, 
or  a  few  acres  of  the  Capitol  Grounds. 

I  don’t  think  we  should  endorse  or  be 
misled  by  a  policy  of  selling  our  assets  as  a 
device  for  “balancing”  the  budget. 

Now,  I  have  some  questions  about  that, 
Mr.  Secretary,  which  I  shall  not  burden  you 
with  by  reading,  but  I  would  like  to  get 
your  answer  to  them  for  the  record,  if  you 
please. 

Pursuant  to  permission  of  Representative 
Patman  to  submit  questions  in  writing  to 
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the  Secretary  this  was  done  and  questions 
and  answers  appear  on  pages  418  to  422  of 
the  hearings. 

The  following  is  Question  7  submitted  by 
Representative  Patman  and  the  answer  pro¬ 
vided  by  Secretary  Anderson: 

7.  Q.  How  will  the  Treasury’s  accepting 
the  bonds  and  their  retirement  be  reflected 
in  the  budget  accounts? 

A.  Acceptance  of  the  bonds  at  par  and  re- 
timement  of  the  bonds  will  be  reflected  in 
the  budget  as  a  receipt  item  (credited 
against  the  expenditures  of  the  agency) ,  just 
as  the  purchase  of  the  mortgages  was  re¬ 
flected  in  the  budget  as  an  expenditure  item. 

Confusion  is  the  hallmark  of  this  bill. 
There  is  good  reason  for  this.  It  was 
steamrollered  through  our  committee 
with  most  inadequate  hearings  and  most 
inadequate  consideration  in  an  extremely 
brief  executive  session.  In  the  hearings 
we  only  had  two  administration  wit¬ 
nesses.  No  opportunity  was  afforded  or¬ 
ganizations  opposing  the  bill  to  testify. 
Nevertheless,  in  the  interval  since,  sub¬ 
stantial  opposition  has  developed  to  the 
bill.  Who  is  opposed  to  the  bill? 

One  of  the  first  organizations  to  go  on 
record  against  the  bill  was  the  Mortgage 
Bankers  Association  of  America.  This 
Association’s  representative  appeared  be¬ 
fore  the  Senate  Banking  and  Currency 
Committee  after  having  been  notified  at 
9:15  in  the  morning  that  he  could  ap¬ 
pear  before  the  committee  that  day.  In 
his  oral  testimony,  obviously  because 
there  was  no  time  to  prepare  a  formal 
statement  on  such  short  notice,  the  rep¬ 
resentative  of  the  Mortgage  Bankers 
made  four  points  against  the  bill.  These 
are: 

1.  It  is  more  costly  than  direct  Treasury 
financing. 

2.  It  circumvents  the  legal  prohibition 
against  Treasury  borrowing  in  excess  of  4  y2 
percent  interest. 

3.  There  is  a  loss  or  reduction  at  least  of 
congressional  control  over  programs. 

4.  It  does  not  effectively  stimulate  private 
investment.  It  substitutes  for  it. 

4 

The  testimony  appears  on  pages  83  to 
91  to  the  Senate  hearings. 

Another  organization  to  early  go  on 
record  against  the  bill  was  the  National 
Farmers  Union.  Included  in  this  orga¬ 
nization’s  testimony,  which  appears  on 
pages  66  to  83  of  the  Senate  hearing,  is  a 
letter  from  the  president  of  the  Farm¬ 
ers  Union  dated  April  21,  1966,  to  the 
President  of  the  United  States.  Let  me 
read  this  letter: 

Farmers  Union, 
Washington,  D.C.,  April  21,  1966. 
Hon.  Lyndon  B.  Johnson, 

The  President  of  the  United  States, 

The  White  House,  Washington,  D.C. 

Dear  Mr.  President:  We  are  very  much 
ooncerned  about  H.R.  14544  which  would  in¬ 
crease  interest  rates  to  farmers  already  over¬ 
burdened  by  excessive  interest  charges.  The 
Federal  Government  should  lead  the  way  to¬ 
ward  decreasing  interest  rates,  not  increasing 
them. 

We  recognize  that  you  are  seeking  to  avoid 
a  tax  increase  but  feel  that  a  small  increase 
in  the  Federal  deficit  or  an  Increase  in  taxes 
is  preferable  to  adding  one-half  of  a  percent 
to  interest  charges  which  are  at  an  all-time 
high. 

All  interest  rates  will  be  affected  by  this 
proposal  to  turn  over  all  Government-spon¬ 
sored  programs  to  private  moneylenders. 
Over  the  years  the  cumulative  effect  in  H.R. 
14544  will  add  millions  of  dollars  to  the 
amount  consumers  of  credit  will  pay.  It  will 
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result  In  Increased  costs  for  all  consumers 
since  Interest  charges  must  be  added  to  the 
cost  of  doing  business  and  in  turn  passed  on 
to  the  consumer.  It  will  result  in  decreased 
farm  income  since  the  farmer  cannot  pass  on 
his  costs  to  those  who  purchase  food  and 
fiber. 

We  respectfully  urge  that  you  seek  other 
ways  to  solve  your  budgetary  problem.  We 
must  regretfully  oppose  this  inflationary  in¬ 
terest  proposal  in  every  way  possible. 

Respectfully, 

Tony  T.  Dechant, 

President. 

As  a  followup  to  his  testimony  in  oppo¬ 
sition  to  the  bill,  the  Director  of  Research 
for  the  National  Farmers  Union,  under 
date  of  May  6,  1966,  has  directed  a  letter 
to  some  Members  of  Congress.  I  place 
this  letter  in  the  Record  and  Members 
will  note  that  the  Director  of  Research 
says  of  the  bill : 

It  will  tighten  money  in  the  home  mort¬ 
gage  market.  This  bUl  is  not  in  the  interest 
of  farmers  and  others  who  depend  on  credit. 

May  6,  1966. 

Dear  Congressman:  The  National  Farmers 
Union,  the  National  Grange  and  the  AFL- 
CIO  are  opposed  to  the  enactment  of  the 
proposed  Participation  Sales  Act  of  1966. 
HR  14544  will  bring  about  an  increase  in  in¬ 
terest  rates.  It  will  short  circuit  the  local 
banker  under  the  Farmers  Home  Adminis¬ 
tration  Program  and  turn  over  farmers  loan 
paper  to  the  National  Mortgage  Association 
which  deals  primarily  with  Eastern  bankers 
and  institutional  investors. 

Where  interest  ceilings  exist  it  will  increase 
the  cost  to  the  taxpayer  while  lining  the 
pockets  of  the  big  city  bankers.  It  will  cause 
an  increase  in  money  cost  on  all  loans  not 
covered  by  ceilings.  It  will  increase  pressure 
to  do  away  with  or  raise  interest  ceilings.  It 
will  tighten  money  in  the  home  mortgage 
market.  This  bill  is  not  in  the  interest  of 
farmers  and  others  who  depend  on  credit. 

The  Grange  is  opposed  to  the  proposed 
Participation  Sales  Act  of  1966  and  was  dis¬ 
mayed  to  learn  that  no  opposition  witnesses 
were  permitted  to  present  testimony  before 
the  House  Banking  and  Currency  Committee 
despite  a  telephone  call  and  letter  requesting 
to  be  heard. 

The  AFL-CIO  says,  "To  add  something  like 
$3  billion  of  Participation  Certificates  in  this 
kind  of  market  would  add  to  the  tightening 
of  the  money  market  and  to  the  high  and 
rising  trend  of  interest  rates.  The  higher 
level  of  interest  rates  would  affect  all  bor¬ 
rowers — particularly  small  business,  farmers 
and  consumers,  who  are  already  saddled  by 
high  interest  rates.  The  public-at-large, 
therefore,  would  be  affected  indirectly  by  the 
higher  level  of  interest  rates  generally  in  the 
market.  And,  it  would  be  affected  directly 
by  the  increased  cost  to  the  government — 
the  difference  between  the  low  interest  rates 
the  government  receives  on  its  loans  and  the 
high  interest  rates  it  pays  on  the  certificates.” 

We  urge  you  to  use  your  influence  to  bring 
about  the  defeat  of  this  legislation. 

Sincerely  yours, 

Angus  McDonald, 

Director  of  Research. 

Mr.  JONAS.  Mr.  Chairman,  I  make 
the  point  of  order  that  a  quorum  is  not 
present. 

The  CHAIRMAN.  The  Chair  will 
count.  [After  counting.]  Seventy-four 
Members  are  present,  not  a  quorum. 

The  Clerk  will  call  the  roll. 

The  Clerk  called  the  roll,  and  the  fol¬ 
lowing  Members  failed  to  answer  to  their 
names: 


[Roll  No.  101] 


Anderson, 

Frelinghuysen 

Moore 

Tenn. 

Friedel 

Morgan 

Ashbrook 

Fulton,  Pa. 

Morse 

Baring 

Fulton,  Tenn. 

Mosher 

Barrett 

Garmatz 

Moss 

Blatnik 

Giaimo 

Nix 

Bolton 

Gilbert 

O’Brien 

Brademas 

Goodell 

Olsen,  Mont. 

Brock 

Gray 

O’Neill,  Mass. 

Broomfield 

Green,  Oreg. 

Poage 

Burleson 

Halleck 

Powell 

Byrne,  Pa. 

Halpern 

Price 

Cabell 

Hansen,  Idaho 

Purcell 

Cahill 

Hansen,  Wash. 

Randall 

Cameron 

Hardy 

Reid,  N.Y. 

Carter 

Harvey,  Ind. 

Reinecke 

Cederberg 

Harvey,  Mich. 

Resnick 

Chelf 

Hawkins 

Rhodes,  Pa. 

Clancy 

Helstoski 

Rivers,  Alaska 

Clark 

Henderson 

Roberts 

Clevenger 

Herlong 

Rodino 

Colmer 

Holland 

Roncalio 

Conte 

Howard 

Rooney,  N.Y. 

Conyers 

Hungate 

Rooney,  Pa. 

Corbett 

Huot 

St.  Onge 

Corman 

Irwin 

Saylor 

Craley 

Jacobs 

Scheuer 

Curtis 

Jennings 

Scott 

Daddario 

Jones,  Mo. 

Shipley 

Dague 

Jones,  N.C. 

Shriver 

Daniels 

Kelly 

Sickles 

Davis,  Wis. 

King,  Calif. 

Sisk 

de  la  Garza 

King,  N.Y. 

Slack 

Dent 

Kirwan 

Smith,  Calif. 

Denton 

Kluczynski 

Smith,  Va. 

Dickinson 

Kupferman 

Stalbaum 

Diggs 

Latta 

Stratton 

Dorn 

Leggett 

Sullivan 

Dow 

Long,  La. 

Sweeney 

Downing 

McCarthy 

Teague,  Calif. 

Duncan,  Oreg. 

McClory 

Thompson,  N.J. 

Edwards,  Ala. 

McDade 

Thompson,  Tex. 

Edwards,  Calif. 
Edwards,  La. 

McDowell 

Toll 

McEwen 

Tunney 

Ellsworth 

McMillan 

Tupper 

Erlenborn 

McVicker 

Ullman 

Evans,  Colo. 

Macdonald 

Vigorito 

Evins,  Tenn. 

MacGregor 

Walker,  Miss. 

Fallon 

Mackie 

Watkins 

Farbstein 

Madden 

Watson 

Farnsley 

Martin,  Ala. 

Wh  alley 

Farnum 

Martin,  Mass. 

Whitten 

Feighan 

Mathias 

Williams 

Findley 

Matsunaga 

Willis 

Flood 

May 

Wilson,  Bob 

Fogarty 

Meeds 

Wilson, 

Ford, 

Michel 

Charles  H. 

Gerald  R. 
Fraser 

Miller 

Mize 

Yates 

Accordingly,  the  Committee  rose;  and 
the  Speaker  having  resumed  the  chair 
[Mr.  Keogh],  Chairman  of  the  Commit¬ 
tee  of  the  Whole  House  on  the  State  of 
the  Union  reported  that  that  Commit¬ 
tee,  having  had  under  consideration  the 
bill  H.R.  14544,  and  finding  itself  with¬ 
out  a  quorum,  he  had  directed  the  roll  to 
be  called,  when  258  Members  responded 
to  their  names,  a  quorum,  and  he  sub¬ 
mitted  herewith  the  names  of  the  absen¬ 
tees  to  spread  upon  the  Journal. 

The  Committee  resumed  its  sitting. 

The  CHAIRMAN.  The  gentleman 
from  New  Jersey  [Mr.  Widnall]  is  rec¬ 
ognized. 

Mr.  WIDNALL.  Thank  you,  Mr. 
Chairman. 

At  the  time  the  quorum  call  was  insti¬ 
tuted,  I  was  referring  to  a  letter  I  in¬ 
serted  in  the  Record  which  had  been  re¬ 
ceived  from  the  director  of  research  of 
the  Farmers  Union. 

An  interesting  point  in  this  letter  is 
that  the  director  of  research  of  the 
Farmers  Union  includes'  a  quote  from 
the  AFL-CIO  expressing  opposition  to 
the  bill.  It  is  true  the  president  of  the 
AFL-CIO  has  publicly  stated  that  his 
organization  has  no  position  on  the  bill. 
However  that  may  be,  I  simply  do  not 


believe  that  the  director  of  research  for 
the  National  Farmers  Union  would  at¬ 
tempt  to  mislead  the  Congress  by  mis¬ 
quoting  an  AFL-CIO  memorandum.  It 
is  clear  to  me  whether  that  organization 
has  or  has  not  taken  an  official  posi¬ 
tion,  someone  in  the  organization  at  least 
has  violent  opposition  to  the  bill. 

A  somewhat  similar  situation  exists 
with  the  American  Bankers  Association. 
On  pages  23  and  24  of  the  Senate  hear¬ 
ings  is  a  letter  under  date  of  April  26, 
to  the  chairman  of  the  Senate  Banking 
and  Currency  Committee.  This  letter, 
which  I  introduce  in  the  Record,  ex¬ 
presses  very  grave  reservations  about  the 
bill  and  its  probable  adverse  impact  on 
capital  markets. 

The  American  Bankers  Association, 

New  York,  N.Y.,  April  26,  1966. 
Hon.  A.  Willis  Robertson, 

Chairman,  Committee  on  Banking  and  Cur¬ 
rency,  U.S.  Senate,  Washington,  D.C. 
Dear  Senator  Robertson:  The  American 
Bankers  Association  desires  to  take  this  op¬ 
portunity  to  express  its  views  on  H.R.  14544, 
a  bill  to  promote  private  financing  of  credit 
needs  and  to  provide  for  an  effective  and 
orderly  method  of  liquidating  financial  as¬ 
sets  held  by  Federal  -credit  agencies  and 
for  other  purposes,  which  we  understand 
will  shortly  be  under  consideration  by  your 
committee. 

Inasmuch  as  H.R.  14544  has  been  intro¬ 
duced  to  carry  out  a  definitive  policy  decision 
of  the  administration,  we  are  not  expressing 
any  comments  on  such  policy  decision. 
Nevertheless,  we  are  concerned  about  certain 
aspects  of  the  legislation  as  outlined  below. 

H.R.  14544  provides  a  mechanism  for  fi¬ 
nancing  the  Treasury  through  the  issuance  of 
securities  by  the  Federal  National  Mortgage 
Association  representing  beneficial  interests 
or  participations  in  certain  loans  made  by 
various  agencies  of  the  Government.  The 
Government  agencies  responsible  for  admin¬ 
istering  the  loan  program  which  will  be 
utilized  as  a  basis  for  the  issuance  of  par¬ 
ticipation  securities  will  retain  custody,  con¬ 
trol,  and  administration  of  the  obligations  se¬ 
curing  the  participation  certificates.  FNMA 
will  promptly  pay  to  the  agencies  whose 
obligations  form  basis  for  the  issuance  of 
participations  the  full  net  proceeds  of  any 
sale  of  such  beneficial  interests  or  partici¬ 
pations  to  the  extent  they  are  based  upon 
such  obligations  or  collections.  Such  pro¬ 
ceeds  will  be  dealt  with  as  otherwise  pro¬ 
vided  by  law  for  sales  or  repayment  of  such 
obligations.  In  most  cases,  this  will  make 
the  proceeds  available  for  new  loans  to  the 
extent  authorized  under  existing  programs. 

In  my  letter  to  you  of  February  28,  1966, 
with  reference  to  S.  2499,  a  bill  to  amend  the 
Small  Business  Act  to  authorize  issuance 
and  sale  of  participation  interests  based  on 
certain  pools  of  loans  held  by  the  Small  Busi¬ 
ness  Administration,  we  expressed  our  con¬ 
cern  about  certain  implications  of  that  bill 
which  we  believe  also  applies  to  H.R.  14544. 
We  desire  to  restate  such  comments,  in  part, 
as  follows: 

(1)  The  type  of  transactions  envisaged 
seems  to  us  to  be  simply  another  type  of 
deficit  financing,  rather  than  a  genuine  sub¬ 
stitution  of  private  for  public  credit,  but  at 
interest  rates  higher  than  is  effected  in  the 
usual  manner  through  sales  of  Treasury  ob¬ 
ligations.  Although  no  serious  objection 
could  be  made  to  this  alternative  type  of 
financing  of  itself,  the  higher  interest  cost 
that  is  likely  to  be  incurred  should  be  of 
concern  to  both  taxpayers  and  the  Congress. 

(2)  Debt  operations  of  the  type  authorized 
in  H.R.  14544  bypass  the  public  debt  ceiling 
and  the  interest  rate  ceiling  on  new  issues  of 
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Treasury  securities  with  maturities  beyond 
5  years.  Our  purpose  here  is  not  to  defend 
the  arbitrary  manner  in  which  these  limi¬ 
tations  can  impinge  on  budget  spending  and 
Treasury  debt  management.  But  we  do  be¬ 
lieve  strongly  that  the  issue  of  our  relaxa¬ 
tion  or  elimination  of  these  limitations 
should  be  confronted  directly  in  the  Con¬ 
gress  and  not  bypassed  through  alternative 
methods  of  financing. 

In  addition,  we  are  concerned  with  the 
impact  of  the  implementation  of  the  pro¬ 
gram  contemplated  under  H.R.  14544  and  the 
demands  it  will  place  on  the  money  and  capi¬ 
tal  markets  at  a  time  when  private  demands 
for  funds  are  active  and  strong.  From  the 
standpoint  of  timing,  such  a  program  could 
be  better  implemented  at  a  time  when  the 
banking  system  and  long-term  investors  are 
actively  seeking  earning  assets  because  of  a 
limited  availability  of  such  in  the  private 
sector.  The  proposed  Government  agency 
finanicng  may  very  well  have  a  considerable 
rate  impact  in  the  market.  So  long  as  eco¬ 
nomic  conditions  continue  expansive  and 
private  demands  for  funds  are  heavy,  the 
agency  financing  will  exert  upward  pressure 
on  interest  rates.  This  pressure  could  be 
felt  in  the  market  for  direct  Treasury  obli¬ 
gations  and  rate  adjustments  could  take 
place  in  that  sector.  The  sheer  magnitude 
of  the  administration’s  program — $3.3  billion 
in  this  fiscal  year  and  $4.7  billion  next  year — 
raises  the  question  as  to  whether  all  of 
the  Government  agency  funds  can  be  raised 
in  this  time  interval. 

The  Government  agencies  that  have  been 
regular  borrowers  in  the  market  for  many 
years  (such  as  Federal  intermediate  credit 
banks,  Federal  home  loan  banks.  Federal 
land  banks,  FNMA,  etc.)  have  increased  their 
borrowing  demands  both  in  terms  of  magni¬ 
tude  and  frequency  of  borrowing.  This  bor¬ 
rowing  has  already  become  more  expensive 
in  relation  to  direct  Treasury  obligations  and 
the  spread  in  rates  has  widened  as  a  conse¬ 
quence.  The  rate  spread  could  widen  fur¬ 
ther  as  enlarged  Government  agency  borrow¬ 
ing  reaches  the  market,  particularly  if  this 
increases  the  frequency  of  borrowing  opera¬ 
tions.  Oh  some  recent  occasions,  it  has  ap¬ 
peared  that  the  Government  agencies  were 
competing  among  themselves  for  funds  and 
have  had  to  pay  a  higher  rate  in  the  market 
because  of  this. 

Section  2(b)  of  H.R.  14544  amends  section 
302(c)  of  the  Federal  National  Mortgage  As¬ 
sociation  Charter  Act  by  giving  FNMA  au¬ 
thority  to  issue  securities  under  the  new 
program  “notwithstanding  any  other  provi¬ 
sion  of  law.”  We  believe  it  is  essential  that 
the  authority  of  the  Federal  National  Mort¬ 
gage  Association  to  issue  securities  as  con¬ 
templated  under  H.R.  14544  be  made  subject 
to  the  approval  of  the  Secretary  of  the  Treas¬ 
ury  in  order  that  such  transactions  be  han¬ 
dled  with  utmost  care  so  as  not  to  disturb 
market  financial  processes  more  than  is  ab¬ 
solutely  necessary. 

Very  truly  yours, 

Charles  E.  Walker. 

A  couple  of  days  later,  a  telegram  came 
to  the  chairman  of  the  Senate  Banking 
Committee  from  the  American  Bankers 
Association.  This  is  found  on  page  53 
of  the  Senate  hearing.  It  reads: 

Supplementing  and  clarifying  my  letter  to 
you  of  April  26  the  American  Bankers  As¬ 
sociation  believes  that  H.R.  14544  with  pro¬ 
posed  amendments  offers  adequate  congres¬ 
sional  safeguards  for  use  of  the  authority, 
and  we  therefore  interpose  no  objection  to 
the  passage  of  the  bill. 

It  is  interesting  that  both  the  AFL- 
CIO  and  the  American  Bankers  Associa¬ 
tion,  i»  part,  contradict  themselves  in 
their  positions  on  this  bill.  This  strange 
behavior  seems  to  suggest  the  question, 
“Was  pressure  applied?” 


The  legislative  director  of  the  Ameri¬ 
can  Farm  Bureau  Federation,  in  a  let¬ 
ter  dated  May  13,  1966,  records  the  posi¬ 
tion  of  his  organization  against  this  bill 
The  concluding  paragraph  states : 

We  therefore  believe  that  H.R.  14544  should 
be  defeated  or  recommitted  to  permit  com¬ 
prehensive  analysis  of  federal  financing  pro¬ 
cedures  by  the  appropriate  committees  of 
the  Congress,  at  which  time  the  views  of  pri¬ 
vate  organizations  and  expert  opinion  in  this 
area  could  be  presented  for  consideration. 

I  place  this  letter  in  the  Record:  _ 

American  Farm  Bureau  Federation, 

Washington,  D.C.,  May  13, 1966. 
The  Honorable  William  B.  Widnall, 

U.S.  House  of  Representatives, 

Washington,  D.C. 

Dear  Congressman  Widnall:  This  is  to 
record  the  position  of  the  American  Farm 
Bureau  Federation  with  respect  to  the  Par¬ 
ticipation  Sales  Act,  H,R.  14544. 

The  increasing  use  of  a  variety  of  means 
to  provide  funds  for  the  expenditures  of  the 
federal  government  is  making  it  more  and 
more  difficult  to  understand  the  fiscal  and 
budgetary  status  of  the  federal  government. 
A  major  expansion  in  the  type  of  financing 
proposed  by  H.R.  14544  would  still  further 
complicate  efforts  to  understand  the  budget¬ 
ary  situation  so  far  as  the  general  public  is 
concerned. 

It  appears  to  us  that  the  widespread  use  of 
“participation”  certificates  will  involve  a 
higher  rate  of  interest  on  such  obligations 
than  the  rate  of  interest  on  Treasury  issues, 
and  that  this  will  ultimately  be  reflected  in 
higher  interest  rates,  either  paid  by  tax¬ 
payers,  or  paid  by  the  beneficiaries  of  the 
various  programs  financed  with  participa¬ 
tion  certificates,  or  both. 

The  major  effects  of  the  bill  seem  to  be 
that  federal  expenditures  will  appear  to  be 
less  than  they  actually  are,  the  deficit  will 
appear  to  be  less  than  it  actually  is,  and  the 
periodic  review  and  control  of  the  Congress 
with  respect  to  the  statutory  debt  limit  will 
be  eliminated. 

We  do  not  pretend  to  understand  the  full 
implications  of  the  procedures  proposed  in 
H.R.  14544.  But  they  obviously  represent  a 
major  departure,  at  least  in  terms  of  magni¬ 
tude,  from  the  financing  practices  of  the  fed¬ 
eral  government  in  the  past.  It  does  not 
seem  to  us  that  the  long-run  implications 
are  adequately  understood.  We  believe  there 
is  need  for  a  comprehensive  review  by  the  ap¬ 
propriate  committees  of  the  Congress  and  by 
private  agencies  and  organizations  of  the 
whole  question  of  the  manner  in  which  fed¬ 
eral  loan  programs  are  to  be  financed,  before 
embarking  on  a  major  revision  of  such  fi¬ 
nancing  procedures. 

We  therefore  believe  that  H.R.  14544  should 
be  defeated  or  recommitted  to  permit  com¬ 
prehensive  analysis  of  federal  financing  pro¬ 
cedures  by  the  appropriate  committees  of  the 
Congress,  at  which  time  the  views  of  pri¬ 
vate  organizations  and  expert  opinion  in 
this  area  could  be  presented  for  considera¬ 
tion. 

Sincerely  yours, 

John  C.  Lynn, 
Legislative  Director. 

P.S. — Similar  letters  have  been  sent  to  Con¬ 
gressmen  Mills,  Mahon,  Laird,  Arends,  Ford, 
Byrnes,  Bow,  Poage,  Belcher,  Cooley,  and 
Bolling. 

The  president  of  the  National  Associa¬ 
tion  of  Home  Builders  is  against  this  bill. 
In  a  letter  under  date  of  May  9,  to  me, 
the  president  of  the  National  Association 
of  Home  Builders  states: 

I  believe  this  is  the  wrong  time  and  wrong 
bill  to  carry  out  an  otherwise  worthy  objec¬ 
tive.  As  you  know,  the  mortgage  market 
currently  is  in  a  chaotic  state. 


May  16,  1966 

Approval  of  this  bill  will  introduce  an  ad¬ 
ditional  upsetting  factor  that  will  complicate 
and  confuse  further  the  overall  situation. 

Such  sales  that  would  be  permitted  by  the 
measure  will  compete  for  the  rapidly  dwin¬ 
dling  available  supply  of  long-term  residen¬ 
tial  financing. 

National  Association  op 

Home  Builders, 
Washington,  D.C.,  May  9,  1966. 
The  Honorable  William  B.  Widnall, 

House  of  Representatives, 

Washington,  D.C. 

Dear  Congressman  Widnall  :  On  behalf  of 
the  National  Association  of  Home  Builders,  I 
wish  to  make  these  comments  concerning 
H.R.  14544,  the  proposed  “Participation  Sales 
Act  of  1966”,  now  before  the  Congress. 

This  bill  would  permit  the  Federal  Na¬ 
tional  Mortgage  Association  as  trustee  to  sell 
certificates  of  participation  in  pools  of  assets 
set  aside  by  certain  Government  agencies. 
Asset  sales  in  fiscal  year  1967  are  expected 
to  include  sales  of  participation  in  assets  of 
the  Farmers  Home  Administration,  the  Office 
of  Education,  the  Community  Facilities  Ad¬ 
ministration  in  the  Department  of  Housing 
and  Urban  Development,  and  the  Small  Busi¬ 
ness  Administration.  As  a  result  of  the  pro¬ 
posed  participation  sales,  the  volume  of  di¬ 
rect  Federal  loans  outstanding  would  decline 
from  $33.3  billion  to  $31.5  billion  on  June  30, 
1967. 

The  NAHB  Biard  of  Directors  has  not  had 
an  opportunity  to  take  a  formal  position  on 
H.R.  14544.  As  a  general  principle,  we  would 
favor  the  objective  of  the  bill — to  maximize 
the  use  of  private  credit  to  the  greatest  ex¬ 
tent  possible.  The  immediate  realization  of 
assets  held  by  the  Federal  Government  and 
which  ordinarily  become  receipts  over  a  pe¬ 
riod  of  years  facilitates  sound  financing  for 
worthwhile  programs  with  a  minimum  of 
Federal  participation. 

However,  I  believe  this  is  the  wrong  time 
and  wrong  bill  to  carry  out  an  otherwise 
worthy  objective.  As  you  know,  the  mort¬ 
gage  market  currently  is  in  a  chaotic  state. 

Approval  of  this  bill  will  introduce  an 
additional  upsetting  factor  that  will  compli¬ 
cate  and  confuse  further  the  overall 
situation. 

Such  sales  that  would  be  permitted  by  the 
measure  will  compete  for  the  rapidly  dwin¬ 
dling  available  supply  of  long-term  residen¬ 
tial  financing. 

FNMA  experience  indicates  that  participa¬ 
tion  certificates  will,  in  all  likelihood, -bear 
interest  rates  higher  than  obligations  of  the 
United  States  having  comparable  maturities. 

Sales  of  such  participations  at  a  higher  in¬ 
terest  rate  than  direct  Treasury  borrowing 
could  result,  therefore,  in  a  further  short¬ 
term  rise  in  short-term  interest  rates.  This 
would  only  add  to  the  distress  of  the  present 
condition  in  the  home  mortgage  market. 

Sincerely  yours, 

Larry  Blackmon,  President. 

Americans  -for  Democratic  Action  is 
another  organization  opposed  to  the  bill. 
The  organization  has  sent  a  fact  sheet  to 
some  Members  of  Congress  detailing 
their  opposition  to  the  bill.  One  of  the 
10  points  of  their  opposition  to  the  bill 
states  in  part  : 

To  add  something  like  $3  billion  of  partici¬ 
pation  certificates  in  this  kind  of  market 
would  add  to  the  tightening  of  the  money 
market  and  to  the  high  and  rising  trend  of 
interest  rates.  The  higher  level  of  interest 
rates  would  affect  all  borrowers — particu¬ 
larly  small  business,  farmers  and  consumers, 
who  are  already  saddled  by  high  interest 
rates. 

I  place  the  fact  sheet  of  this  organiza¬ 
tion  in  the  Record  for  the  benefit  of  the 
Members  of  this  House. 
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Arguments  Against  Participation  Sales  Act 
of  1966 

1.  The  bill  would  permit  the  sale  to  the 
public  of  participation  certificates — shares  in 
loans  by  the  federal  government,  such  as 
Export-Import  Bank,  Farmers  Home  Admin¬ 
istration,  college  housing  and  public  facilities 
loans.  Sales  to  the  public  of  these  participa¬ 
tion  certificates,  backed  by  a  pooling  of  gov¬ 
ernment  loan  paper,  would  be  through  FNMA 
to  financial  underwriters,  at  the  interest 
rates  in  the  market.  The  federal  government 
would  continue  to  hold  the  assets — the  loan 
paper.  The  public  investor  'would  buy  the 
certificate — a  share  in  the  pool  of  assets. 
The  federal  government  would  continue  to 
receive  the  interest  payments  (usually  at  low 
interest  rates)  on  the  loans.  And  the  gov¬ 
ernment  would  pay  the  interest  (at  the 
higher  interest  rates  of  the  market  place) 
on  the  participation  certificates.  The  cost 
to  the  government  would  be  the  difference 
between  the  low-interest  payments  it  would 
receive  and  the  high-interest  it  would  pay. 

2.  This  technique  is  not  new.  Some  in¬ 
dividual  government  agencies  have  sold  such 
participation  certificates  in  the  past  few 
years,  backed  by  the  loan  paper  of  the 
agency.  This  bill  would:  I)  expand  this 
program  to  all  forms  of  government  loan 
paper,  as  far  as  can  be  seen,  and  2)  would 
permit  the  government  to  sell  certificates  in 
large  blocks,  backed  by  a  pooling  of  the  loan 
paper  of  different  agencies. 

3.  The  federal  budget  estimates  is  that  $2.6 
billion  of  participation  certificates  would  be 
sold  in  fiscal  1966  and  $4.2  billion  in  fiscal 
1967.  However,  under  existing  legislation 
only  a  part  of  these  quotas  can  be  fulfilled. 
It  is  claimed  that  the  full-scale  expansion  of 
this  program  is  necessary  to  meet  these 
quotas — to  sell  about  $350  million  of  addi¬ 
tional  certificates  before  June  30,  1966  and 
about  $2.9  billion  of  additional  certificates  in 
fiscal  1967,  more  than  would  be  permitted 
under  existing  legislation.  Actually,  through 
full-scale  expansion  of  the  program,  this  bill 
would  permit  the  sale  of  much  greater 
amounts  of  participation  certificates  than 
indicated  by  these  official  estimates;  the  fed¬ 
eral  government  holds  about  $33  billion  of 
direct  loans  outstanding. 

4.  It  is  claimed  that  this  technique  substi¬ 
tutes  private  credit  for  public  credit.  This 
is  a  specious  argument.  There  is  no  sale  of 
government  assets  under  this  program.  The 
federal  government  continues  to  hold  and 
service  the  loan  paper  and  to  receive  interest 
payments  on  those  loans.  All  the  govern¬ 
ment  does  is  to  raise  additional  money — 
which  does  not  show  up  in  the  budget — by 
selling  participation  certificates  (shares  in 
the  loans  without  a  transfer  of  ownership); 
and  the  federal  government  pays  the  interest 
on  these  participation  certificates. 

5.  This  technique  is  a  way  of  getting 
around  the  statutory  4(4  percent  ceiling  on 
long-term  Treasury  securities.  Under  exist¬ 
ing  legislation,  the  Treasury  cannot  float 
long-term  securities  at  an  interest  rate  above 
4(4  percent.  However,  there  is  no  interest 
rate  ceiling  on  participation  certificates  and 
the  government  can  sell  these  certificates  at 
interest  rates  of  5  percent,  5(4  percent,  6 
percent  or  more. 

6.  Interest  rates  in  the  market  are  now 
very  high — higher  than  in  a  generation  or 
more.  As  a  result,  interest  rates  on  these 
participation  certificates  are  also  very  high. 
Not  only  is  the  money  market  now  tight  and 
interest  rates  very  high,  but  the  outlook  in 
the  next  several  months,  at  least,  is  for  in¬ 
terest  rates  in  the  market  to  move  up  to  even 
higher  levels. 

7.  To  add  something  like  $3  billion  of 
participation  certificates  in  this  kind  of  mar¬ 
ket  would  add  to  the  tightening  of  the  money 
market  and  to  the  high  and  rising  trend  of 
interest  rates.  The  higher  level  of  interest 
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rates  would  affect  all  borrowers — particularly 
small  business,  farmers  and  consumers,  who 
are  already  saddled  by  high  interest  rates. 
The- public-at-large,  therefore,  would  be  af¬ 
fected  indirectly  by  the  higher  level  of  in¬ 
terest  rates  generally  in  the  market.  And,  it 
would  be  affected  directly  by  the  increased 
cost  to  the  government — the  difference  be¬ 
tween  the  low  interest  rates  the  government 
receives  on  its  loans  and  the  high  interest 
rates  its  pays  on  the  certificates. 

8.  Moreover,  interest  rates  on  participation 
certificates,  in  the  coming  months,  could  well 
move  up  from  a  high  of  5  y2  percent  in  mid- 
March  to  a  high  of  6  percent  or  more  in  the 
coming  months.  Compare  such  interest  rates 
on  participation  certificates — within  a  range 
of  5  to  5  y2  to  6  percent — with  the  statutory 
low  interest  rates  on  federal  direct  loans,  un¬ 
der  federal  programs  that  are  aimed  at  serv¬ 
ing  the  national  interest  and  meeting 
socially-desirable  objectives.  Interest  rates 
on  such  programs  are  as  low  as  2  percent  on 
REA  loans  and  3  percent  on  college  housing 
loans.  I  think  it  is  a  fair  assumption  that, 
on  the  average,  the  statutory  interest  rate 
on  government-guaranteed  loans  is  some¬ 
thing  like  3  percent  to  3(4  percent-com¬ 
pared  with  interest  rates  on  participation 
certificates  at  present  and  in  the  near  future 
of  about  5-5 (4-6  percent  or,  perhaps  even 
more.  At  present,  there  is  a  spread  of  about 
2  or  2(4  points  and  this  spread  is  rising. 

9.  Moreover,  the  4(4  percent  ceiling  on 
long-term  Treasury  securities  and  the  statu¬ 
tory  low  interest  rates  on  direct  loans  are 
facing  a  growing  threat.  They  are  already 
threatened  by  the  tight  money  and  very  high 
interest  rates  in  the  market  at  present.  They 
are  further  and  more  directly  threatened  by 
the  widening  spread  between  the  low  statu¬ 
tory  rates  and  the  interest  rates  on  partici¬ 
pation  certificates.  The  entire  structure  of 
low-interest  rates  on  direct  government  loan 
programs  is  placed  in  jeopardy. 

10.  In  addition,  operation  of  the  program 
would  tend  to  tighten  an  already  tight  money 
market  and  push  up  interest  rates  which  are 
already  high — affecting  all  people  and  busi¬ 
nesses  that  have  to  borrow  money  from  the 
banks  and  other  financial  institutions. 

The  recurring  theme  throughout  all  of 
these  organization  positions  in  opposition 
to  the  bill  is  that  sale  of  participation 
certificates  in  the  volume  contemplated 
by  the  bill  will  adversely  affect  an  already 
extremely  tight  money  market  and  drive 
interest  rates  higher. 

In  short,  this  is  a  high  interest  rate 
bill.  Those  who  are  for  high  interest 
rates  should  support  it.  Those  who  are 
against  high  interest  rates  should  vote 
against  the  bill. 

Mr.  STANTON.  Mr.  Chairman, 
what  is  in  a  name?  I  ask  this  because 
when  the  administration  proposed  the 
sale  of  participations  bill  they  kept  say¬ 
ing  that  we  would  be  replacing  public 
credit  with  private  credit.  Certainly 
this  sounds  like  an  admirable  undertak¬ 
ing.  But  is  that  what  is  being  done? 
And  will  the  administration’s  bill 
achieve  the  goals  of  such  an  undertak¬ 
ing?  The  answer  to  these  questions  is 
emphatically  “No.” 

First  of  all,  there  is  no  real  “sale” 
under  this  bill.  That  is,  the  purchaser 
does  not  acquire  possession  of  anything 
and  likewise  he  does  not  have  to  assume 
any  risk.  The  pooled  assets  are  not  sold, 
they  are  merely  refinanced  in  a  more 
costly  way  because  Fannie  Mae  cannot 
borrow  as  cheaply  as  the  U.S.  Treasury. 
The  participation  sales  bill  accomplishes 


a  “sale”  by  legislative  definition  only. 
Therefore,  this  bill  does  not  substitute 
private  for  public  credit.  The  U.S.  Gov¬ 
ernment  still  maintains  ownership  and 
assumes  the  risk  of  default. 

When  a  harried  husband  who  has 
overextended  himself  by  buying  on  credit 
finds  that  his  monthly  payments  take 
up  the  greater  part  of  his  monthly  pay- 
check  he  is  often  tempted  to  “pool”  his 
bills  with  another  loan  company  and 
make  a  so-called  one  easy  payment  emh 
month.  Often  he  does  not  realize  that 
his  one  easy  payment  will,  of  course,  cost 
him  more  than  the  many  he  had  before 
because  the  new  loan  company  adds  their 
interest  charge  on  top  of  all  the  rest. 
Many  of  us  feel  that  this  is  a  cheap 
trick  which  loan  companies  play  on  un¬ 
suspecting  citizens.  However,  we  now 
find  ourselves  in  a  position  where  our  own 
Government  is  playing  the  same  cheap 
trick  on  its  citizens.  In  H.R.  14544  the 
Government  is  saying  we  will  sell  some 
of  our  outstanding  loans  and  with  the 
money  received  we  can  cut  down  on  the 
deficit  for  this  year.  Of  course,  what 
the  administration  fails  to  point  out  is 
that,  like  the  harried  husband,  what  we 
wind  up  with  is  a  greater  deficit  for  the 
future  because  we  must  add  the  high 
interest  cost  of  selling  the  participations 
to  the  repayments. 

The  financing  that  will  be  permitted 
under  this  bill  will  cost  the  taxpayer  an 
additional  $5  million  a  year  on  each  $1 
billion  of  participations  sold.  Thus,  in 
the  event  $4.2  billion  of  participations 
are  sold,  there  will  be  a  cost  to  the  tax¬ 
payer  of  $21  million  per  year.  If  the 
average  maturity  for  participations  is  10 
years,  the  taxpayer  will  have  to  pay  $200 
million  in  extra  interest  charges.  Is 
this  fiscal  restraint?  Is  this  sound  fiscal 
responsibility?  The  answer  to  these 
questions,  Mr.  Chairman,  would  seem 
obvious. 

The  family  who  has  fallen  for  the  one 
easy  payment  deception  then  feels,  for 
a  while  at  any  rate,  free  from  dept. 
Restraint  is  thrown  to  the  wind  and  they 
begin  their  time  payment  buying  all  over 
again.  This,  Mr.  Chairman,  is  exactly 
the  effect  this  bill  has  already  had  on  the 
Congress  of  the  United  States.  We  have 
seen  in  the  past  few  months  bill  after  bill 
which  has  authorized  and  appropriated 
moneys  in  excess  of  the  President’s  re¬ 
commendations  and  budget  requests. 
There  is  no  doubt  in  my  mind  but  that 
the  Congress  has  felt  free  to  appropriate 
greater  amounts  of  money  due  to  the 
fact  that  the  estimated  deficit  is  only 
$1.8  billion.  How  many  of  us  have  stop¬ 
ped  to  reflect  that  the  deficit  this  year  is 
actually  $6  billion?  Only  by  anticipating 
the  sale  of  these  participations  has  the 
administration  been  able  to  present  such 
a  relatively  small  deficit  figure.  If  we 
knew  that  the  real  deficit  was  $6  billion 
instead  of  $1.8  billion,  would  we  be  so 
quick  to  vote  in  extra  sums  of  money  for 
a  variety  of  new  and  untried  Federal 
programs?  I  think  not,  Mr.  Chairman, 

I  think  not.  This  legislation  invites  a 
spending  spree,  not  only  this  year,  but  in 
the  years  to  come. 
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The  participation  sales  program  is  a 
device  to  fool  the  public  on  budget  ex¬ 
penditures.  It  is  a  costly  delusion. 

Mr.  Chairman,  there  is  another  area 
of  delusion  in  this  legislation.  The 
Treasury  Department,  through  Mr. 
Joseph  Barr,  said  that  the  cost  of  refi¬ 
nancing  these  loans  is  relatively  unim¬ 
portant,  since  the  main  aim  of  the  bill 
“is  to  get  the  Government  out  of  the 
banking  business”. 

Implicit  in  this  argument  is  the  as¬ 
sumption  that  as  sales  of  participations 
continue,  the  Government’s  portfolio  of 
direct  loans  will  decline  commensu- 
rately.  However,  this  is  subject  to 
question. 

Mr.  Barr  himself  pointed  out  that  di¬ 
rect  loans  eligible  to  be  pooled,  currently 
at  $33  billion,  would  increase  to  $39  bil¬ 
lion  by  the  end  of  the  year. 

He  further  stated: 

It  would  not  be  bard  for  me  to  Imagine 
that  within  2  years  the  total  will  go  over  $50 
billion,  and  within  a  decade,  over  $100 
billion. 

He  emphasized  that  the  Government 
would  continue  its  multisided  direct 
lending  program  and  also  that  as  new 
lending  programs  are  conceived  or  in¬ 
vented,  these  loans  also  could  be  made 
eligible  for  later  pooling. 

To  “get  the  Government  out  of  the 
banking  business,”  as  the  Treasury  says 
this  bill  would  do,  it  would  necessarily 
be  assumed  that  the  rate  of  sales  of  par¬ 
ticipations  each  year  would  increase 
faster  than  would  the  rate  of  buildup  in 
new  direct  loans. 

This  would  presuppose,  using  Mr. 
Barr’s  own  estimates,  that  loans  eligible 
for  pooling  would  increase  by  more  than 
50  percent  within  the  next  2  years,  $50 
billion  over  $33  billion,  an  increase  of  $17 
billion. 

In  short,  Mr.  Chairman,  it  would  ap¬ 
pear,  assuming  the  Under  Secretary’s 
estimates  are  reasonably  correct,  the 
Government  will  be  much  more  in  the 
banking  business  than  it  is  today,  and 
rather  than  eliminating  one  form  of 
banking  business,  it  will  have  in  fact  two 
forms. 

Today’s — May  16— issue  of  the  Weekly 
Bond  Buyer  has  an  article  by  John  Ger- 
rity  on  the  Sales  Participation  Act  that 
contains  some  excellent  points^  Because 
of  its  importance  I  shall  read  it  in  full. 
Washington  Perspective:  Involving  the 

Government  Deeper  in  the  Banking 

Business 

(By  John  Gerrity) 

Washington. — Though  few  members  of  the 
House  and  Senate  are  fully  aware  of  what 
they  are  doing,  Congress  this  week  is  ex¬ 
pected  to  write  an  entirely  new  chapter 
in  American  public  finance  by  approving  the 
Administration’s  scheme  to  sell  $8  billion 
of  Government  “assets”  this  fiscal  year  and 
next. 

In  giving  its  approval  to  the  Sales  Par¬ 
ticipation  Act  of  1966 — the  legislative  title  of 
the  bill  to  permit  the  substitution  of  pri¬ 
vate  for  public  credit — Congress  will  also 
unwittingly  write  out  of  existence  a  sub¬ 
stantial  portion  of  its  control  over  public 
spending  and  the  structure  of  the  Federal 
budget. 

On  its  face,  the  legislation  appears  to  be 
harmless  enough — even  praiseworthy. 

It  provides  for  the  pooling  of  direct  Gov¬ 
ernment  loans  to  farmers,  small  business¬ 
men,  colleges  or  veterans,  for  example,  with 


the  Federal  National  Mortgage  Association 
which,  acting  as  trustee,  will  issue  a  new 
kind  of  Government  paper  called  "participa¬ 
tions”  in  the  beneficial  interest  of  such 
pools  of  loans. 

These  participations,  to  be  sold  directly 
in  the  capital  markets  by  Fannie  Mae,  will 
carry  the  going  market  rate  of  interest — ■ 
or  in  today’s  terms,  something  in  the  range 
of  5.5  per  cent — and  will  mature  in  between 
six  and  10  years,  with  the  average  maturity 
of  each  offering  about  seven  years. 

RETURNS  TO  TREASURY 

Proceeds  from  the  sales  of  these  participa¬ 
tions  to  private  investors  will  be  returned 
ultimately  to  the  U.S.  Treasury  to  be  credited 
proportionately  to  the  lending  authorization 
of  each  of  the  individual  agencies  that  shared 
in  the  pooling  of  the  loans. 

While  the  participations  will  not  carry 
specifically  the  “full  faith  and  credit”  of  the 
Government,  they  are  in  effect  guaranteed 
Government  securities,  since  the  legislation 
gives  the  Association  power  to  make  "indef¬ 
inite  and  unlimited”  draws  on  the  Treasury 
to  ensure  payment  of  principle  and  interest. 

Because  many  of  the  loans  that  will  be¬ 
come  part  of  the  future  pools  were  made 
at  below-market  rates — some  for  as  little  as 
3  per  cent — the  new  law  provides  that  Con¬ 
gress  will  appropriate  whatever  amounts  are 
necessary  to  make  up  the  rate- differential 
of  pooled  loans  and  the  market  rate  required 
to  make  the  Fannie  Mae  participations  at¬ 
tractive  to  investors. 

Because  the  proceeds  of  participations  sales 
would  go  into  general  Treasury  funds,  the 
budgetary  impact  is  to  reduce  the  size  of 
the  Federal  deficit  in  both  years,  and  for 
so  long  as  the  new  sales  program  is  con¬ 
tinued. 

In  short,  if  the  Administration  were  to  fail 
to  reach  its  target  of  $3.3  billion  in  sales 
in  fiscal  1966  and  $4.7  billion  in  1967,  the 
deficits  would  be  $8.9  billion  and  $6.5  billion, 
rather  than  $5.6  billion  and  $1.8  billion,  re¬ 
spectively,  as  currently  anticipated. 

Expressed  another  way,  the  sale  of  par¬ 
ticipations  this  year  and  next  is  expected  to 
produce  $8  billion,  which  the  Administration 
would  otherwise  have  to  raise  either  by  in¬ 
creased  Treasury  borrowings  of  a  like  amount, 
or  by  increasing  taxes  to  produce  the  same 
amount. 

Theoretically,  the  new  law  is  merely  an 
extension  of  a  “sale  of  assets”  program  first 
launched  by  the  Eisenhower  Administration 
in  1960,  and  the  bills  approved  in  1964  and 
last  year  permitting  Fannie  Mae  to  sell  par¬ 
ticipations  in  Veterans  Administration  hous¬ 
ing  loans — so  its  backers  claim. 

MORE  THAN  EXTENSION 

But  analysis  of  the  fine  print  of  the  new 
law,  coupled  with  facts  disclosed  in  testi¬ 
mony  before  the  House  Rules  Committee 
clearly  established  that  the  new  program 
is  much  more  than  a  "mere  extension”  of 
earlier  programs  and  that  it  differs  substan¬ 
tially  from  anything  attempted  during  the 
Eisenhower  tenure. 

In  fiscal  1960,  the  Treasury  authorized  a 
Fannie  Mae  swap  of  $311  million  of  low- 
interest  mortgages  it  held  for  $316  million  of 
non-marketable  Treasury  bonds  held  by  the 
public. 

This  was  an  actual  sale  of  assets.  The 
mortgages  were  sold  on  a  competitive  bid 
basis  and  paid  for  by  bonds  held  by  investors. 
Actual  title  to  the  mortgages  passed  to  the 
purchasers.  Proceeds  of  the  deal  were  re¬ 
flected  in  the  budget  as  receipts. 

The  bonds  acquired  by  Fannie  Mae  in  the 
swap  were  surrendered  to  the  Treasury  for 
cancellation.  After  taking  into  account  dif¬ 
fering  maturities,  the  non-marketability  of 
the  bonds  acquired  in  the  swap,  the  discount 
cost  to  the  Treasury  was  estimated  to  be 
about  $5  million. 

But  the  new  program,  when  labaled  a  “sale 
of  assets”  program  is  a  fiction.  The  buyers 
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of  participations  do  not  acquire  title  to  the 
assets  pooled.  Nor  do  they  even  acquire  a 
pro  rata  interest  in  those  pooled  assets.  All 
they  acquire  is  the  right  to  have  invest¬ 
ments  in  participations  repaid,  with  interest 
at  the  rate  stated  on  the  participation 
certificate. 

In  short,  this  is  a  refinancing  scheme,  not 
a  sale  of  assets  plan.  As  a  matter  of  fact, 
since  many  of  the  loans  to  be  pooled  may 
have  maturities  upward  from  20  years  and 
since  the  average  maturity  of  participations 
is  to  be  seven  years,  the  identical  loans  can 
be  repooled  and  repooled  to  back  repeated 
offering  of  new  participations. 

That  there  is  in  fact  no  actual  sale  of 
assets  is  amply  demonstrated  in  this  brief 
exchange  between  Treasury  Undersecretary 
Joseph  Barr  and  Rep.  Del  Clawson,  Repub¬ 
lican,  of  California,  during  hearings  before 
the  House  Rules  Committee: 

Mr.  Clawson.  Now  I  would  like  to  know 
at  this  point  about  the  ownership  of  this  in¬ 
strument  and  is  there  actually  a  passing  of 
title  to  the  private  investor  in  the  field? 

Mr.  Barr.  Title  does  not  pass  to  the  private 
investor.  The  beneficial  interest. 

Mr.  Clawson.  What  is  the  sale  concept? 

Mr.  Barr.  He  is  purchasing  a  beneficial  in¬ 
terest  in  a  pool  of  assets. 

Mr.  Clawson.  Without  passage  of  title? 

Mr.  Barr.  That  is  correct. 

Mr.  Clawson.  That  is  a  beneficial  interest 
in  what,  the  FNMA  or  their  power  to  borrow 
from  the  Treasury  or  what? 

Mr.  Barr.  It  is  a  beneficial  interest  in  a 
group  of  assets.  It  might  be  college  hous¬ 
ing,  might  be  mortgages,  Small  Business  Ad¬ 
ministration  loans.  It  is  a  pool  of  assets 
guaranteed  by  the  agency  and  backed  up  by 
the  appropriation  of  Congress. 

Mr.  Clawson.  And  backed  up  by  the  Treas¬ 
ury,  of  course,  eventually,  is  it  not? 

Mr.  Barr.  Backed  up  in  the  ultimate  by 
the  Congress,  Sir.  The  Treasury  is  nothing 
but  the  authority  of  Congress. 

Mr.  Clawson.  The  investor  would  interpret 
that  the  Federal  Government  is  backing  this? 

Mr.  Barr.  That  is  correct. 

It  is  the  Administration’s  belief,  according 
to  Mr.  Barr,  that  the  interest  rate  differential 
between  the  average  rates  of  pooled  loans  and 
the  rate  to  be  given  to  participations  will  be 
between  “one-fourth  and  three-eighths  of  1 
per  cent” — and  that  the  Government  subsidy 
on  all  participation  sales  will  be  relatively 
slight. 

This  belief  is  subject  to  question.  The 
House  Banking  and  Currency  Committee  re¬ 
port  on  the  bill  (H.R.  14554)  suggested  that 
the  spread  may  usually  be  a  0.5  per  cent  and 
frequently  more.  It  notes  that  last  Feb¬ 
ruary  the  Export-Import  Bank  sold  $360  mil¬ 
lion  in  participations  at  a  5.5  per  cent  rate. 
Last  March  16,  Fannie  Mae  sold  $41  million 
of  participations  at  5.5  per  cent  for  inter¬ 
mediate  maturities.  (See  table  on  page  7). 

The  Treasury  does  not  contest  the  asser¬ 
tion  that  financing  through  the  sale  of  par¬ 
ticipations  will  be  more  costly  than  direct 
Treasury  borrowings.  But  it  does  challenge 
opponents’  estimates  as  to  how  much  more 
costly  it  will  be. 

In  any  case,  the  Treasury,  through  Mr. 
Barr,  says  the  added  cost  is  relatively  unim¬ 
portant,  since  the  main  aim  of  the  bill  "is 
to  get  the  Government  out  of  the  banking 
business.” 

Implicit  in  this  argument  is  the  assump¬ 
tion  that  as  sales  of  participations  continue, 
the  Government’s  portfolio  of  direct  loans 
will  decline  commensurately.  This,  too,  is 
subject  to  question. 

Mr.  Barr  pointed  out  that  direct  loans 
eligible  to  be  pooled,  currently  at  $33  billion, 
would  increase  to  $39  billion  by  the  end  of 
the  year. 

He  further  stated  that  “it  would  not  be 
hard  for  me  to  imagine  that  within  two  years 
the  total  will  go  over  $50  billion,  and  within 
a  decade,  over  $100  billion.” 
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He  emphasized  that  the  Government  would 
continue  its  multi-sided  direct  lending  pro¬ 
gram  and  also  that  as  new  lending  programs 
are  conceived  or  invented,  these  loans  also 
could  be  made  eligible  for  later  pooling. 

To  “get  the  Government  out  of  the  banking 
business,”  therefore  it  would  necessarily  be 
assumed  that  the  rate  of  sales  of  participa¬ 
tions  each  year  would  increase  faster  than 
would  the  rate  of  build-up  in  new  direct 
loans. 

This  would  presuppose,  using  Mr.  Barr’s 
own  estimates,  that  loans  eligible  for  pooling 
would  increase  by  more  than  50  per  cent 
within  the  next  two  years,  $50  billion  over 
$33  billion,  an  increase  of  $17  billion. 

In  short,  it  would  appear,  assuming  the 
Undersecretary’s  estimates  are  reasonably 
correct,  the  Government  will  be  much  more 
in  the  banking  business  than  it  is  today,  and 
rather  than  eliminating  one  form  of  banking 
business,  it  will  have  in  fact  two  forms. 

It  is  also  the  Treasury’s  argument  that 
neither  the  volume  of  sales  of  participations 
nor  the  costs  to  the  Government  to  refinance 
previous  loans  "will  ever  get  out  of  hand” 
since  “Congress  through  the  Appropriations 
Committee,  will  remain  permanently  in  con¬ 
trol  of  the  program.” 

The  legislation  as  it  goes  to  the  House  floor 
today  (it  has  already  been  passed  by  the 
Senate)  spells  out  this  Congressional  control 
in  this  way.  It  provides  that  whenever  Fan¬ 
nie  Mae  has  prepared  a  package  of  loans 
against  which  to  offer  its  participations,  this 
package  or  pool  must  be  approved  by  the 
Appropriations  Committee. 

This  is  correct — as  far  as  it  goes.  Com¬ 
mittee  approval,  however,  will  extend  only  to 
the  physical  structure  of  the  pool.  That  is, 
to  approval  of  the  loans  making  up  any 
given  pool. 

No  committee  of  Congress  is  sufficiently 
prescient  to  guess  accurately  in  advance  what 
rate  will  have  to  be  placed  on  the  participa¬ 
tion  certificates  so  that  they  can  be  sold. 
Therefore,  as  the  bill  states,  approval  of  the 
structure  of  the  pool  will  carry  with  it  auto¬ 
matic  approval  of  whatever  dollar  amount 
may  be  required  to  make  up  the  rate  dif¬ 
ferential — even  though  Congress  won’t  know 
what  the  amount  will  be. 

A  pool  could  be  submitted  to  the  commit¬ 
tee  as  much  as  six  months  or  a  year  before 
participations  are  actually  sold  against  it. 
In  the  interval,  between  approval  and  actual 
sale  of  participation  rates  could  rise  by  as 
much  as  a  quarter  or  one-third  of  a  point. 

The  additional  cost  would  make  no  dif¬ 
ference.  The  appropriation  to  finance  the 
rate  subsidy  is  automatic,  and  congress  has 
no  recourse  or  power  of  recall  of  its  approval. 

Mr.  Barr  conceded  as  much  when  he  told 
the  Rules  Committee  last  week  that  the 
amount  to  be  fixed  “would  have  to  be  in¬ 
definite,”  although  he  supposed  the  commit¬ 
tee  could,  if  it  chose,  put  some  ceiling  on  the 
maximum  rate  to  be  paid  on  participations. 

The  legislation,  however,  contains  no  spe¬ 
cific  provision  to  support  Mr.  Barr’s 
supposition. 

When  the  White  House  first  sent  its  plan 
for  participations  sales  to  Congress,  it  pro¬ 
posed  that  loans  made  under  100  different 
programs,  including  foreign  aid  loans,  some 
of  which  are  40-year  loans  at  %  per  cent, 
could  be  eligible  for  pooling.  It  estimated 
that  the  total  amount  of  direct  loans 
that  could  be  switched  over  to  private  in¬ 
vestors,  via  the  participations  route,  was  $33.1 
billion. 

However,  during  Senate  floor  debate  on  the 
bill,  when  it  was  discovered  that  not  only 
foreign  aid  but  Commodity  Credit  Corp,  and 
loans  to  the  British  Government  could  be 
pooled,  the  Treasury  hastily  agreed  to  ac¬ 
cept  floor  amendments  stripping  these  types 
of  loans  from  the  eligibility  list. 

As  the  legislation  stands  today,  here  are 
the  agencies,  their  loan  programs  and 
amounts  that  will  be  eligible — more  than 
sufficient  to  meet  the  requirements  of  fiscal 
year  1966  and  1967: 


In  millions 
of  dollars 


Agricultural  Department,  Farmers 

Home  Administration _  2,  054 

Office  of  Education,  Academic  Facil¬ 
ities  Loans _  66 

Department  of  Housing  and  Urban 
Development 

FNMA _  l,  427 

Federal  Housing  Administration _  490 

College  Housing  Loans _  2, 170 

Public  Facility  Loans _  206 

Public  Housing  Loans _  59 

Housing  for  Elderly  Loans _  151 

Urban  Renewal  Loans _  214 

Public  Works  Planning  Advances.  63 

Veterans  Adminisration,  Direct  and 

Vendee  Loans _  868 

Small  Business  Administration _  1,  072 

Export-Import  Bank _  2,  091 


Total -  10,  971 


These  totals,  of  course,  are  subject  to  up¬ 
ward  changes.  The  Senate  approved  only 
the  stated  agencies  and  the  specific  programs, 
but  it  placed  no  ceiling  on  the  dollar  amount 
of  any  loan  program  now  eligible. 

case  nsr  POINT 

The  Eximbank  is  a  good  case  in  point. 
Eligible  for  pooling  now— but  only  now — are 
$2,097  million  of  Eximbank  loans.  Since  the 
bank  can  lend  up  to  its  paid  in  capital  of 
$1  billion,  its  surplus  of  $1  billion  and  its 
“draw  on  the  Treasury”  of  $6  billion,  it  could 
make  an  additional  $6  billion  in  export- 
import  loans  which,  in  turn,  would  become 
eligible  for  pooling. 

'  There  is  considerable  confusion  remaining 
as  to  whether  any  given  agency  that  has 
reduced  its  loan  portfolio,  say  by  $500  mil¬ 
lion,  by  transferring  that  amount  of  loans 
to  a  Fannie  May  pool,  can  increase  its  direct 
loans  by  the  same  amount — without  any 
further  authorization  from  Congress. 

The  question  is — as  agencies  sell  portions  of 
their  existing  loan  portfolios,  can  they  turn 
around  and  lend  to  other  borrowers  whatever 
they  realize  from  their  proportionate  sale  of 
participations  ? 

The  answer  is  still  vague.  The  best  that 
that  Senate  was  able  to  arrive  at  is  that  any 
agency’s  future  lending  plans  will  depend 
on  its  individual  charter.  Since  ultimately 
100  loan  programs  may  be  declared  eligible 
for  pooling,  these  varying  charter  provisions 
will  only  add  to  the  bewilderment  as  to  what 
can  or  cannot  be  done  with  the  proceeds  from 
the  sale  of  participations. 

NO  MORE  DEFICITS 

But  this  much  is  certain.  With  passage  of 
the  Participations  Sales  Act,  there  never  need 
be  another  Federal  deficit  in  the  adminis¬ 
trative  budget. 

If,  for  example,  President  Johnson  has 
chosen  to  send  to  Congress  a  balanced  budget 
for  fiscal  1967,  rather  than  one  calling  for  a 
deficit  of  $1.8  billion,  all  that  he  would  have 
had  to  do  would  have  been  to  add  $1.8  billion 
to  his  proposed  “sale  of  assets.” 

In  brief,  under  this  legislation  any  future 
President  can  tailor  his  deficit — or  his  sur¬ 
plus — to  whatever  the  fashion  of  the  times 
demands.  Obligations  incurred  by  Fannie 
Mae  do  not  appear  in  the  budget  as  additions 
to  the  overall  Federal  debt,  since  they  are 
agency  securities,  not  “full  faith  and  credit” 
obligations  of  the  Government. 

Much  of  Congressional  confusion  over 
what  may  be  done  in  budget  rigging  in  the 
future  doubtless  stems  from  the  speed  with 
which  the  measure  has  been  jammed 
through  committees  and  floors  of  both 
houses. 

The  Senate  Banking  and  Currency  Com¬ 
mittee  “deliberated”  for  two  days — two 
hours  one  day,  one  hour  the  second,  and 
then  reported  the  bill  out  favorably. 

DOES  BETTER 

The  House  Banking  and  Currency  Com¬ 
mittee  did  even  better.  The  Committee  con¬ 
vened  a  half  hour  after  printed  copies  of  the 


Administration’s  bills  were  handed  to  Com¬ 
mittee  members.  It,  met  for  three  hours, 
hearing  only  Mr.  Barr  and  Budget  Bureau 
Director  Charles  Schultz,  and  then  voted  the 
bill  favorably.  Only  during  the  Rules  Com¬ 
mittee’s  hearings  was  any  other  than  favor¬ 
able  testimony  taken. 

Still  another  element  of  confusion — espe¬ 
cially  for  Democratic  members  of  both 
houses — is  a  quotation  that  keeps  cropping 
up.  Made  during  Congressional  debate  over 
the  sale  of  assets  proposed  by  the  Eisenhower 
Administration,  it  is: 

“.  .  .  The  purpose  of  this  proposed  bill  is 
to  achieve  a  balanced  budget  by  selling  off 
capital  assets  of  the  Federal  Government. 
Such  a  balance  would  be  fictitious  and 
fiscally  impossible.  .  .  .” 

Author  of  this  quotation  is  the  former 
Majority  Leader  of  the  Senate  who,  as  Presi¬ 
dent  of  the  United  States,  is  today  chief 
sponsor  of  the  current  legislation. 

Mr.  PATMAN.  Mr.  Chairman,  I  yield 
15  minutes  to  the  gentleman  from  Cali¬ 
fornia  [Mr.  Hanna]. 

(Mr.  HANNA  asked  and  was  given  per¬ 
mission  to  revise  and  extend  his  re¬ 
marks.) 

Mr.  HANNA.  Mr.  Chairman,  I  be¬ 
lieve  that  one  of  the  sobering  aspects  of 
this  legislation  is  to  consider  the  alter¬ 
native  to  what  we  propose  to  do.  I  be¬ 
lieve  that  this  has  been  fairly  clearly 
delineated  by  the  gentleman  from  Ar¬ 
kansas  [Mr.  Mills].  If  we  believe  in  the 
support  of  the  programs  for  which  these 
loans  have  been  used;  that  is,  to  help  to 
foster  a  normal  economy  and  to  extend 
credit  to  those  people  who  have,  because 
of  their  situation,  been  denied  credit,  we 
either  have  to  support  the  bill  or  face 
some  harsh  alternatives. 

Mr.  Chairman,  I  do  not  believe  we 
would  want  to  take  the  first  alternative, 
which  is  to  just  stop  these  programs. 

Now,  Mr.  Chairman,  those  of  us  who 
want  to  go  back  and  explain  to  the  small 
businessmen,  to  the  veterans,  and  to  the 
homeowners,  the  college  people  and  the 
farmers,  why  it  is  that  we  are  not  able 
to  extend  to  them  these  programs,  we 
may  take  that  route.  However,  if  we 
are  going  to  carry  on  the  program,  then 
how  are  we  going  to  do  it?  We  could  do 
is  by  raising  taxes,  but  if  we  did  this, 
we  would  have  to  freeze  the  programs 
for  at  least  a  year  and  take  on  the  onus 
of  raising  the  taxes.  And,  what  would 
We  do  with  the  tax  money,  as  the  gentle¬ 
man  from  Arkansas  [Mr.  Mills]  indi¬ 
cated?  We  would  freeze  that  tax  money 
increasing  the  heavy  portfolio  of  these 
loans.  I  do  not  believe  we  want  to  do 
that. 

Or,  Mr.  Chairman,  we  could  take  the 
third  route,  which  would  be  to  go  out 
and  borrow  the  money  on  the  full  faith 
and  credit  of  the  United  States.  Bor¬ 
row  that  money  for  what  purpose?  To 
freeze  it  into  a  building  of  this  portfolio 
and  then  have  the  same  impact  on  the 
same  money  market  that  we  are  talking 
about  in  this  bill. 

Mr.  Chairman,  let  us  make  this  clear. 
What  are  we  talking  about  in  this  bill? 
Let  us  not  be  confused.  This  is  an  ex¬ 
tension  of  an  existing  program.  The 
thing  that  amazes  me  is  this:  If  this 
program  is  so  bad,  why  have  we  not 
heard  about  the  $3.3  billion  of  sales  un¬ 
der  participations  which  have  already 
gone  on  since  1962? 

If  it  is  so  bad,  why  has  there  not  been 
some  reaction  in  these  3  years  in  which 
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those  $3.3  billion  of  participations  have 
been  sold  in  the  market? 

Under  this  bill  what  is  proposed  to  be 
done  is  that  we  extend  this  program  by 
bringing  in  five  agencies,  for  a  total  of 
$2.8  billion  of  participations  into  a  pro¬ 
gram  that  has  already  been  tried  and 
proven  by  those  $3.3  billion  of  sales 
which  have  already  been  made. 

Mr.  Chairman,  if  we  are  just  talking 
about  an  ongoing  program,  why  this  ter¬ 
rific  amount  of  reaction? 

Well  I  can  see  only  several  different 
answers  to  that.  The  first  and  obvious 
one,  pointed  out  by  the  gentleman  from 
Texas  [Mr.  Patman],  it  is  true  if  we  take 
the  alternative  to  raising  taxes  or  raising 
the  money  by  the  credit  of  the  United 
States,  this  is  a  rather  onerous  job  to 
be  assumed  by  the  party  who  has  the 
responsibility  of  administration. 

If  on  the  other  hand  we  utilize  this 
device,  we  are  going  to  be  able  to  go  into 
the  same  market,  mind  you,  the  same 
market  we  go  in  on  credit  and  we  will 
be  able  to  go  into  this  market  and  get 
money  which  will  reduce  the  loan  port¬ 
folio  and  allow  good  programs  to  pi'o- 
eeed. 

It  seems  to  me  that  makes  a  good 
sound  sense. 

What  effect  will  this  have  on  that 
market?  I  can  see  no  effect  whatsoever 
but  a  neutral  effect.  The  question  is,  if 
you  assume  we  are  going  to  go  ahead 
and  fund  these  programs,  who  is  going 
to  get  to  the  market?  Is  it  going  to  be 
the  Treasury  with  Treasury  bills  or  is  it 
going  to  be  FNMA  with  the  participa¬ 
tions? 

So  you  are  going  to  the  same  money 
market  for  the  same  purpose  of  raising 
this  money.  The  difference  is — in  the 
one  instance  we  continue  to  build  a  port¬ 
folio  and  remain  a  permanent  banker 
and  in  the  other  we  reduce  the  portfolio 
and  we  follow  the  policy  of  bringing  pri¬ 
vate  credit  in  where  public  credit  now 
stands. 

It  seems  to  me  that  is  the  purpose  that 
the  government  has  been  following  for 
a  long,  long  time  and  one  that  has  been 
espoused  by  both  sides  of  the  aisle. 

So  it  seems  to  me  we  should  continue 
to  do  this. 

Now  it  will  be  said  by  some  that  this 
is  a  gimmick  or  that  it  is  gimmickery. 
Wherein  lies  the  gimmickery?  It  seems 
to  me  pretty  clear  as  a  lawyer  that  we 
have  something  to  sell.  Take  this  in¬ 
stance — suppose  you  are  a  landlord  and 
you  have  a  lease  on  a  large  apartment 
house.  Now  have  you  ever  heard  of  a 
device  of  assigning  the  rents  and  profits 
that  you  have  under  the  lease?  Do  you 
give  up  the  lease  when  you  do  that? 
No — because  you  have  to  keep  the  bur¬ 
dens  of  the  lease  to  yourself.  But  when 
you  separate  the  rights  and  the  income 
out  of  that,  it  is  a  transferable  commod¬ 
ity  which  can  bring  you  money  or  it  can 
be  something  which  you  provide  as  col¬ 
lateral  to  get  cash. 

Now  we  are  here  asking  ourselves  this 
basic  question  as  we  would  ask  our¬ 
selves  as  an  individual.  We  have  a  need 
of  funds.  We  have  credit  on  the  one 
hand  and  we  have  assets  on  the  other. 
We  ask  ourselves  the  question.  Shall  we 
go  to  the  money  market  with  our  asset 
and  liquidate  it  and  plow  it  into  re¬ 


use?  Or  shall  we  go  with  our  credit  and 
build  up  further  our  asset  portfolio.  It 
is  as  simple  as  that. 

This  legislation  suggests  where  we 
stand  today.  The  intelligent  thing  is  to 
reduce  our  assets. 

From  the  time  that  this  country  began, 
we  had  only  one  budget.  That  budget 
gives  you  no  credit  for  any  assets  that 
you  have  bought  or  acquired.  It  is 
carried  on  the  books  as  a  debt  until  an 
asset  is  liquidated  and  then  it  is  income. 
But  you  get  no  credit  so  far  as  the  net 
wealth  of  the  United  States  is  concerned. 
I  challenge  any  of  you  to  tell  me  what  it 
is.  Because  we  do  not  keep  books  that 
way.  It  seems  to  me  what  we  have  de¬ 
vised  here  is  a  sensible  and  a  longtime 
known  principle  under  the  legal  market 
conditions  of  commercial  paper  and 
various  negotiable  instruments,  a  manner 
in  which  we  can  raise  money  for  our 
needs  and  make  a  choice — a  sensible 
choice — to  say,  What  shall  we  do — in¬ 
crease  our  debt  or  reduce  our  assets? 
You  do  it  all  the  time,  gentlemen,  if  you 
are  in  any  kind  of  business  yourself. 

All  we  are  doing  is  trying  to  say  to  the 
Government.  Why  do  we  not  operate  on 
the  same  basic  principle?  We  have 
assets.  Why  should  we  increase  the 
debt? 

The  way  we  keep  our  books  on  this 
income-expense  method  has  clogged  the 
budget  with  these  asset  holdings  which 
increase  the  debt. 

There  is  one  aspect  of  this  legislation 
that  I  would  like  to  call  attention  to, 
especially  to  the  Republican  Members. 

Mr.  PATMAN.  Mr.  Chairman,  will 
the  gentleman  yield? 

Mr.  HANNA.  I  yield  to  the  gentleman. 

Mr.  PATMAN.  In  the  statement  that 
was  signed  by  all  the  minority  members 
of  the  Committee  on  Ways  and  Means 
in  1963,  commencing  with  the  gentle¬ 
man  from  Wisconsin  [Mr.  Byrnes]  this 
statement  is  made — there  was  an  issue 
of  increasing  the  national  debt.  The 
minority  members  were  arguing  against 
it  because  we  should  instead  sell  off  some 
of  the  assets  and  not  have  to  increase  the 
national  debt. 

The  administration  also  can  always 
reduce  its  borrowing  requirements  by 
additional  sales  of  marketable  govern¬ 
ment  assets.  This  provides  the  Treasury 
with  another  cushion. 

For  example,  when  the  Secretary  of 
the  Treasury  was  before  the  committee 
on  February  27,  we  suggested  it  was  in¬ 
cumbent  upon  the  administration  to 
show  good  faith  before  coming  to  the 
Congress  for  an  additional  increase  in 
borrowing  authority. 

We  point  out  that  the  Government 
held  about  $30  billion  in  obligations, 
many  of  which  were  readily  marketable. 
In  fact,  there  was  a  very  good  market  for 
many  of  these  loans.  Instead  of  making 
an  offer  of  these  loans  to  private  lenders, 
the  administration  was  then  acting  on 
the  supposition  that  the  Congress  would 
automatically  accede  to  a  request  for  an 
increase  in  the  borrowing  authority.  In 
other  words,  we  were  being  blamed  for 
voting  against  increasing  the  national 
debt  because  we  did  not  do  exactly  what 
we  propose  to  do  today. 


Mr.  WELTNER.  Mr.  Chairman,  will 
the  gentleman  yield? 

Mr.  HANNA.  I  yield  to  the  gentleman 
from  Georgia. 

Mr.  WELTNER.  In  view  of  the  state¬ 
ment  of  the  distinguished  chairman  of 
our  committee  citing  previous  urgings 
by  our  colleagues  on  the  other  side  of 
the  aisle  to  sell  these  securities  and 
hence  derive  funds  for  carrying  on  gov¬ 
ernmental  purposes,  I  wonder  if  the 
gentleman  in  the  well  could  comment  on 
the  charge  that  this  is  really  not  a  sale. 
If  one  goes  by  the  Blackstone  principles 
of  what  might  constitute  a  sale — and,  as 
I  recall  that  from  law  school  days,  you 
had  to  have  some  consideration;  it  could 
be  a  peppercorn,  a  horse,  a  hog,  or  a 
robe,  I  believe  the  old  Blackstonian  con¬ 
cept  was — this  would  not  be  a  sale. 

But  I  ask  the  gentleman  if  the  bene¬ 
ficial  ownership  of  security  documents 
is  disposed  of  in  a  binding  transaction 
that  carries  with  it  the  effect  of  guaran¬ 
tee  of  the  U.S.  Government,  is  that  not 
for  all  intents  and  purposes  in  modern 
day  financial  practices  safe? 

Mr.  HANNA.  In  my  opinion  it  is,  and 
I  think  the  gentleman  makes  a  very 
salient  point,  because  I  believe  we  are 
already  well  versed  in  the  difference  be¬ 
tween  equitable  ownership  and  legal 
ownership.  I  wish  I  had  a  card  that 
said  I  had  legal  ownership  in  my  auto¬ 
mobile.  I  have  equitable  ownership,  and 
because  I  had  equitable  ownership  I  was 
able  to  go  to  the  sheriff  and  say  that 
my  car  had  been  stolen.  So  I  must  have 
had  some  rights  in  it. 

Mr.  WELTNER.  Mr.  Chairman,  will 
the  gentleman  yield  further? 

Mr.  HANNA.  I  yield  to  the  gentleman 
from  Georgia. 

Mr.  WELTNER.  Would  the  gentle¬ 
man  agree  that  the  best  way  to  serve 
the  people  of  this  country  in  converting 
these  assets  into  money  which  can  be 
devoted  to  programs  determined  by  the 
Congress  would  be  the  most  efficient  and 
productive  way  of  disposing  of  them, 
even  though  it  does  not  jibe  with  some 
Blackstonian  concept  of  law? 

Mr.  HANNA.  I  hope  we  will  not  be 
ruled  by  the  dead  hand  of  Blackstone.  I 
would  rather  hope  that  we  would  take 
on  the  fine  flexible  concepts  that  have 
been  developed  in  the  commercial  world. 

Mr.  WELTNER.  I  thank  the  gentle¬ 
man. 

Mr.  FINO.  Mr.  Chairman,  will  the 
gentleman  yield? 

Mr.  HANNA.  I  yield  to  the  gentleman 
from  New  York. 

Mr.  FINO.  The  gentleman  has  in  the 
course  of  the  debate  suggested  that  the 
proposal  was  a  way  to  reduce  and  liqui¬ 
date  assets,  if  I  am  correct  in  refreshing 
my  recollection.  Will  the  gentleman 
point  out  to  the  House  where  in  the  bill 
it  states  that  any  of  these  assets  will  be 
liquidated  or  where  it  states  that  any¬ 
thing  will  be  sold? 

Mr.  HANNA.  If  the  gentleman  follows 
the  concept  of  the  participation  pool,  he 
will  find  that  there  has  been  a  division 
that  is  constantly  being  made  in  the 
business  world  between  the  burdens  of  a 
contract  are  transferred  in  trust  to 
Once  that  division  has  been  made — and 
it  is  often  made — the  benefits  of  the 
contract  are  transffered  in  trust  to 
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FNMA.  It  then  creates  a  pool  arrange¬ 
ment  and  a  dollar  volume,  which  has  as 
its  prime  Interest  payments  on  loans. 
Those  are  the  benefits  of  the  contracts. 

Then  there  is  made  a  division  of  that 
interest  in  a  certificate,  which  is  then  on 
as  an  equitable  interest  to  a  buyer,  and 
whether  you  call  it  an  assignment,  a 
transfer  or  a  sale,  the  gentleman  from 
Georgia  is  entirely  correct.  It  is  not 
what  you  call  it;  it  is  how  effective  it 
is.  It  transfers  that  beneficial  interest 
to  the  person  who  holds  that  piece  of 
paper,  and  it  is  just  as  true  that  if  I 
assigned  the  certificate  of  my  insurance 
company  to  the  fellow  who  holds  the 
mortgage  on  my  house — you  may  not 
think  I  have  transferred  very  much  to 
him — but  if  my  house  burns  down,  I 
know  who  gets  the  money  out  of  the 
insurance.  That  is  something  that  is 
beneficial. 

Mr.  FINO.  Mr.  Chairman,  will  the 
gentleman  yield  further? 

Mr.  HANNA.  I  yield  to  the  gentleman 
from  New  York. 

Mr.  FINO.  First,  I  wish  to  say  to  the 
gentleman  from  California  that  he  has 
not  answered  my  question.  I  asked  him 
where  in  the  bill  does  it  say  that  these 
assets  will  be  liquidated  or  sold? 

But  what  we  are  talking  about  is  the 
sale  of  participation  certificates,  where 
ownership  of  these  bonds,  or  the  loans, 
will  remain  in  the  name  of  the  United 
States  Government;  is  that  not  correct? 

Mr.  HANNA.  -  I  have  pointed  out  to 
the  gentleman  that  the  distinction  is 
made  as  to  he  holding  of  legal  title,  with 
the  burdens  of  the  particular  document 
we  hold,  which  is  a  mortgage.  There  is 
a  separation.  The  benefits  are  the  pay¬ 
ments,  and  the  thing  which  is  liquidated 
is  the  payment  part  of  the  contract. 
There  has  been  a  long-time  distinction 
in  the  business  world  between  the  bene¬ 
fits  and  burdens. 

I  can  assure  the  gentleman  that  these 
transfers  have  been  going  on  for  a  long 
time.  As  a  matter  of  fact,  on  the  trans¬ 
fer  of  single  loans  or  portion  of  single 
loans,  there  have  been  many  instances, 
for  instance,  where  the  Farmers  Home 
Administration  has  transferred,  sup¬ 
posedly,  the  loan,  but  has  withheld  the 
responsibility  of  servicing  the  same  loan 
loan  sold. 

I  assure  the  gentleman,  it  is  not  a 
matter  of  semantics.  We  are  taking  equi¬ 
table  interests,  assigning  them,  setting 
them  up,  transferring  them.  Call  it 
anything,  but  it  is  a  commercial  trans¬ 
action,  dignified  and  accepted  in  the 
commercial  market. 

I  would  like  to  make  another  point, 
then,  if  I  may.  It  seems  to  me  we  have 
raised  the  question  here  as  to  the  impact 
of  this  transaction  upon  the  market. 
There  has  been  some  suggestion  that  this 
will  have  a  bad  affect  upon  the  mortgage 
market.  I  ask  the  gentleman  to  keep 
his  eyes  on  this  picture. 

FNMA  is  the  agency  which  will  handle 
various  participating  certificates.  FNMA 
is  the  public  agency  which  is  responsible 
for  keeping  some  kind  of  balance  in  the 
mortgage  market.  Right  now  FNMA  is 
in  the  mortgage  market  as  a  buyer,  be¬ 
cause  money  is  short  in  the  mortgage 
market. 


At  the  same  time,  we  have  had  suc¬ 
cessful  sales  of  participation  arrange¬ 
ments,  and  FNMA  is  the  seller.  Why  is 
that?  It  is  because  the  participation 
certificate  goes  to  a  different  part  of  the 
money  market  than  does  the  mortgages. 
It  is  precisely  for  this  reason  that  we 
ought  to  have  the  flexibility  of  having 
both  participation  by  certificate  and  the 
right  to  sell  the  full  mortgages. 

Mr.  Mills  pointed  this  out  very  elo¬ 
quently.  I  heartily  endorse  his  state¬ 
ments,  because  what  we  have  done  here 
is  to  provide  this  instrument,  which 
allows  us  to  go  into  the  money  market, 
where  there  is  money  flow.  The  money 
which  is  now  going  into  expansion  of  the 
industrial  and  commercial  capabilities, 
where  there  is  some  inflation. 

There  is  no  inflation  in  the  mortgage 
market  right  now.  Quite  the  contrary. 
But  these  instruments  do  not  go  there. 
They  go  where  the  money  is  in  too  loose 
a  supply.  As  a  matter  of  fact,  it  will 
have  a  deflationary  influence,  if  these 
sales  are  handled  correctly. 

I  suggest  we  support  the  legislation. 

This  legislation  is  directed  toward  the 
goal  of  substituting  private  credit  for 
public  credit.  A  continuing  objective 
of  the  Congress  and  the  administrations 
of  President  Eisenhower,  President  Ken¬ 
nedy,  and  President  Johnson.  In  order 
to  understand  the  thrust  of  this  meas¬ 
ure  and  the  sense  of  that  objective,  we 
might  find  it  helpful  to  look  back  at  the 
underlying  rationale  for  having  Federal 
credit  programs  in  the  first  place.  To¬ 
day  there  are  approximately  100  differ¬ 
ent  Federal  programs  where  the  Gov¬ 
ernment  assumes  all  or  part  of  the  credit 
risk.  These  Federal  credit  programs 
have  successfully  enabled  sizable  groups 
of  our  citizens  to  share  in  economic  prog¬ 
ress  and  these  programs  authorized  by 
Congress  have  had  a  significant  contri¬ 
bution  to  the  vital  task  of  community 
development,  education,  health,  develop¬ 
ment  of  resources  and  other  social  goals. 
These  programs  have  resulted  in  $100 
billion  in  guarantees  and  $33  billion  in 
loan  assets. 

There  are  many  types  of  borrowers 
who,  in  the  judgment  of  Congress,  carry 
on  activities  which  are  of  social  and  eco¬ 
nomic  importance  to  our  system  who  are 
unable  to  establish  credit  standings. 
Perhaps  it  is  because  of  their  inexperi¬ 
ence,  as  in  some  new  small  business,  or 
their  remoteness  from  credit  sources, 
such  as  on  the  farms.  Sometimes  it  is 
because  of  the  attitudes  and  behaviors 
of  lenders  as  it  was  in  the  instance  of  the 
homeowner  purchase  situation  some  30 
years  ago.  In  each  of  these  cases,  the 
Government  has  adopted  programs  to 
encourage  intrusion  into  these  areas  of 
some  of  the  credit  resources  of  our  great 
economy,  and  in  taking  that  lead  the 
Government  also  picked  up  a  part  of  the 
load  and  became,  in  a  sense,  a  mix  of  pio¬ 
neer  banker  and  subsidizer — one  who 
went  out  and  trusted  the  strength  of 
these  borrowers  and  their  ability  to 
meet,  on  their  own,  the  obligations  of 
debt. 

Throughout  the  basic  purpose  of  the 
Federal  loan  program  has  not  been  to 
build  up  a  large  portfolio  of  financial  as¬ 
sets.  We  did  not  want  to  take  on  the 


role  as  full-time  banker,  but  to  assume  a 
sufficient  portion  of  the  risk  to  make 
loan  funds  available  on  satisfactory 
terms  to  those  borrowers  whose  activi¬ 
ties  were  looked  upon  with  favor  by  the 
Congress. 

It  was  part  of  the  basic  philosophy  to 
supplement  and  encourage  the  private 
market  to  direct  the  great  resources  of 
this  land  into  places  where  investment 
in  the  future  seemed  to  be  a  wise  idea. 
At  no  time  did  Government  want  to  re¬ 
place  the  private  money  banking  system. 
To  encourage  worthwhile  enterprises,  in 
our  public,  semipublic  and  private  sec¬ 
tors,  the  Federal  Government  has  estab¬ 
lished  sort  of  a  stepladder  of  assistance, 
and  at  the  bottom  of  this  ladder  are  the 
outright  grants  which  are  provided  in 
those  instances  where  it  is  thought  the 
improvement  brought  about  would  put 
the  recipient  in  the  posture  of  self-help. 

The  next  step  is  the  direct  loan  with 
low  interest  rate  and  long  terms  where 
the  ability  to  service  debt  appears  to  be 
somewhat  weaker  than  the  average  in 
our  economic  situation  in  general.  The 
next  step  up  the  ladder  is  to  give  100- 
percent  guarantee.  After  that,  it  is  the 
participation  loan  in  which  a  portion  of 
the  risk  is  assumed  by  the  Government 
and  the  bulk  of  the  loan  is  assumed  by  a 
private  party,  and,  finally,  the  outright 
shift  of  the  lending  program  to  the 
normal  institutions  of  credit  in  our 
society. 

In  regards  to  the  extension  of  credit, 
the  picture  at  the  present  time  indicates 
that  we  have  about  $33  billion  worth  of 
paper  that  has  been  generated  by  direct 
loans.  In  1967,  it  is  estimated  that  the 
five  agencies  involved  in  this  legislation 
would  have  in  their  portfolio  some  $7,736 
million  worth  of  frozen  assets.  Out  of 
that  portfolio,  the  present  legislation 
contemplates  in  the  same  period  the  sale 
of  about  $2.8  billion,  leaving  approxi¬ 
mately  $5  billion  still  in  their  portfolios. 

For  a  long  time  the  economic  financial 
specialists  have  been  saying  and  politi¬ 
cal  leaders  have  been  agreeing  that  it  did 
not  make  sense  for  the  American  people 
to  go  out  into  the  money  market  and  ob¬ 
tain  funds  to  be  channeled  intotfhese  ob¬ 
ligation  notes  and  supporting  paper  and 
be  frozen  for  long  periods  of  time  in¬ 
volved  in  the  maturity  of  most  of  this 
paper.  It  has  an  average  maturity  life 
of  something  from  9  to  15  years.  In  the 
growing  demands  for  support  in  certain 
segments  of  our  economic  activities,  the 
volume  of  these  programs  has  been  grow¬ 
ing  every  year  and  unless  there  is  some 
liquidity  and  some  source  of  shift  pro¬ 
vided,  it  simply  means  that  more  and 
more  Government  money  will  be  frozen 
in  the  assets  of  the  loans  and  the  bene¬ 
fits  that  have  been  found  to  flow  from 
encouraging  the  private  market  to  par¬ 
ticipate  wil  have  been  gone  and  for  these 
particular  obligations.  Uncle  Sam  be¬ 
comes  the  permanent  banker. 

Let  it  be  said  that  there  have  been 
unanimous  voices  heard  on  the  sale  of 
these  assets  but  the  preference  of  some 
appears  to  be  for  the  sale  of  the  total 
asset  on  the  part  of  some  persons.  We 
will  seek  to  demonstrate  as  we  go  along 
how,  if  one  is  committed  to  the  principle 
of  shifting  private  for  public  credit,  and 
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unless  there  is  a  desire  for  inefficiency 
and  limited  transfer,  the  participation 
program  is  greatly  to  be  desired  above 
the  sale,  straight  sale,  of  selected  loan 
assets. 

The  substantive  policy  we  strongly 
maintain  has  been  laid  down  a  consid¬ 
erable  time  ago  and  has  had  general 
support.  This  bill  speaks  not  of  that 
substantive  policy  but  of  procedure  to 
achieve  that  policy.  This,  gentlemen, 
must  be  understood. 

Now,  what  of  this  procedure?  This 
is  where  the  Participation  Sales  Act  of 
1966  comes  in.  Because  with  the  tech¬ 
niques,  with  the  procedures  that  are 
made  possible  under  this  legislation,  we 
would  hope  to  be  able  to  achieve  a  sub¬ 
stantial  reduction  in  a  $33%  billion  port¬ 
folio  during  the  fiscal  year  of  1967.  This 
would  be  accomplished  by  stepping  up 
to  4.2  billion  the  sale  of  loan  assets 
through  the  participation  sales  device 
back  into  the  private  sector.  We  would 
be  utilizing  a  technique  which  is  not 
new,  but  one  tried,  tested,  and  proved 
through  the  export-import  bank  partici¬ 
pation  pools  starting  in  1962,  through 
the  FNMA  participation  pools  made  up 
of  three  classifications  of  loans.  These 
programs  have  sold  substantially  over 
$3  billion  in  a  3-year  period.  Let  it  be 
understood  that  these  programs  will  go 
forward  regardless  of  this  legislation  and 
there  will  be  some  1  billion  900  million 
sold  under  those  programs  and  this  legis¬ 
lation  would  add  to  the  growing  program 
an  additional  participation  volume  of  2.8 
which  would  bring  us  up  to  the  4.2  bil¬ 
lion  about  which  we  speak. 

The  participation  program,  therefore, 
gentlemen,  is  a  new  rung  in  the  ladder 
in  which  the  Federal  Government  comes 
in  to  make  an  activity  self-supporting, 
encourages  it  with  direct  loans,  and  then 
shifts  the  burden  of  the  portfolio  into 
the  private  sector  freeing  the  Federal 
Government  to  continue  to  extend  this 
help  to  the  various  sectors  that  have  been 
selected  by  Congress  and  in  a  volume 
controlled  by  Congress  without  the  bur¬ 
den  of  frozen  assets  that  are  generated 
as  a  result  of  going  into  the  program. 
In  other  words,  it  minimizes  the  con¬ 
tinuing  involvement  of  the  Federal  Gov¬ 
ernment  in  the  financial  and  economic 
activities  of  the  people  within  our  coun¬ 
try.  Now  let  us  examine  into  ;the  ques¬ 
tion  of  why  this  particular  procedure — 
why  the  participation  pool?  Here  let  us 
make  some  distinctions.  If  our  friends 
of  the  minority  who  oppose  this  legisla¬ 
tion  are  for  the  direct  sale  of  loans,  then 
their  argument  to  you  must  be  on  sub¬ 
stantially  this  basis.  They  prefer  to  see 
the  Government  sell  the  total  loan. 
That  is,  the  loan  with  its  benefits  and  its 
burdens,  a  sale  which  is  only  possible  on 
a  selective  basis  inasmuch  as  these 
things  are  bound  to  be  true — that  if  you 
sell  the  loans  themselves,  you  immedi¬ 
ately  narrow  the  band  of  the  market  to  a 
group  of  buyers  who  are  familiar  with 
the  particular  kind  of  activity  to  which 
the  loans  attach.  This  must  be  true  be¬ 
cause  they  have  taken  with  the  total  sale 
where  title  passes  to  include  the  servic¬ 
ing  and  maintenance  of  the  loan  as  well 
as  the  benefits  of  the  payments  on  the 
loan  accruing  to  them.  In  such  a  sale, 


there  will  be  not  only  the  consideration 
of  making  the  yield  on  the  face  of  the 
loan  current  to  the  market,  but  there 
will  be  in  addition  a  discount  which  will 
be  negotiated  on  the  buyer’s  concern  for 
the  cost  of  the  burdens  he  assumes  as 
well  as  the  inherent  risk  of  payment  on 
the  loan.  In  such  sales,  it  has  been  dem¬ 
onstrated  that  the  market  band  is  nar¬ 
row,  the  interest  rate  is  current  and  the 
burden  of  the  discount  is  carried  in  addi¬ 
tion  to  the  supported  interest  which 
means  that  the  Government  pays  both 
in  front  to  support  the  interest  yield  and 
on  the  back  end  of  the  deal  for  the  dis¬ 
count,  so  that  the  total  recovery  by  the 
Government  is  thereby  substantially  re¬ 
duced. 

Experience  has  shown  that  these  mar¬ 
kets  are  not  moving  a  volume  of  paper 
which  is  in  keeping  with  the  demands  of 
these  programs.  Now  let  us  examine  the 
benefits  of  the  participation  program. 
In  this  program,  as  it  is  true  in  many 
other  transfer’s  known  to  our  commerce 
and  business  world,  the  burdens  of  the 
loan  obligation  are  separated  from  its 
benefits.  This  is  as  though  you  had  a 
lease  drawn  up  in  which  both  the  land¬ 
lord  and  the  tenant  have  certain  bur¬ 
dens  within  the  lease.  The  landlord  has 
the  benefit  of  the  rents  and  profits  re¬ 
cited  in  the  lease.  The  landlord  for 
many  years  has  had  the  right  and  exer¬ 
cised  the  right  of  transferring  and  as¬ 
signing  those  rents  and  profits  to  a  per¬ 
son  who  leaves  the  landlord  holding 
whatever  burdens  of  the  lease  were  origi¬ 
nally  his.  And  so  in  this  program  in  the 
loan  assets  the  agency  which  has  made 
the  loan  retains  the  loan  and  its  bur¬ 
dens,  that  is,  the  requirements  of  serv¬ 
icing  the  loan  and  foreclosing  it,  rehabil¬ 
itating  it  as  the  case  may  dictate, 
whereas  the  rights  to  the  principal  and 
interest  payments  are  separated,  as¬ 
signed  in  trust  to  FNMA  which  in  a  trust 
indenture  sets  it  up  as  part  of  the  pool¬ 
ing  arrangements  wherein  it  takes  simi¬ 
lar  assignments  from  other  agencies  on 
other  type  loans  and  having  generated 
thereby  a  pool  of  income.  A  legal  trans¬ 
fer  of  these  rights  to  the  payments  can 
be  made  by  certificates  which  are  un¬ 
divided  interest  in  those  payments.  The 
person  buying  the  certificate,  therefore, 
obtains  a  proportionate  right  to  certain 
of  the  payments  made  to  the  pool  and  in 
his  transfer  he  is  guaranteed  by  FNMA 
that  the  payments  will  be  made.  In  the 
trust  indenture,  FNMA  in  turn  has  been 
guaranteed  by  the  agencies  that  the 
obligor  will  either  pay  into  the  pool  or 
the  agency  will  pay  into  the  pool.  There¬ 
fore,  the  buyer  has  a  doublebarreled 
guarantee  made  in  the  first  instance  by 
FNMA  and  backed  up  in  the  second  in¬ 
stance  by  that  agency  in  contractual  re¬ 
lationship  in  the  indenture  agreement. 

Now  it  is  clearly  to  be  seen  that  such 
paper  generated  would  have  a  far  wider 
appeal  for  there  is  no  need  for  the  buyer 
to  be  concerned  about  the  knowledge  of 
the  activity  concerned  in  the  loan.  He 
will  have  no  obligations  concerning  them. 
This  paper  does  not  recite  that  it  is 
guaranteed  by  the  U.S.  Government,  for 
that  would  can’y  an  implication  other¬ 
wise  that  would  imply  that  the— in¬ 
come  was  immune  to  State  tax.  But 


this  in  no  way  demeans  nor  changes  the 
fact  that  it  has  a  guarantee  of  payment 
of  an  agency  of  the  U.S.  Government  be¬ 
hind  it  and  this  should  be  clearly  in 
mind  so  that  we  do  not  get  into  a  battle 
of  semantics  over  the  terminology  of  the 
guarantee.  This  device  having  been 
tested  and  tried  by  the  export-import 
bank  and  by  FNMA  has  encouraged  debt 
management  people  of  our  Government 
to  the  point  where  they  now  propose 
through  this  bill  to  expand  this  new¬ 
found  device  in  order  to  make  more  ef¬ 
fective  the  policy  of  transferring  from 
the  Government  to  the  private  se&tor  the 
financing  of  some  of  these  programs  for 
as  the  instruments  or  certificates  are 
sold,  the  money  comes  into  FNMA  is 
channeled  back  to  the  agency  and  from 
there  in  payment  of  the  outstanding  ob¬ 
ligations  of  the  agency  to  the  Treasury 
places  the  agency  in  a  position  to  extend 
new  loans  on  the  basis  of  the  renewed 
standing  on  the  books  of  the  Treasury 
without  the  necessity  of  the  Treasury 
going  forth  into  the  same  market  getting 
new  money  to  be  placed  in  new  loan  as¬ 
sets  to  fill  an  already  bulging  portfolio 
at  a  rate  that  is  quite  substantial  very 
year.  I  should  like  to  point  out  an  addi¬ 
tional  plus  that  is  achieved  by  this  new 
device,  the  certificate  on  the  participa¬ 
tion  pool.  This  is  a  fully  transferable 
instrument  on  its  own,  a  negotiable  in¬ 
strument  in  the  terminology  of  the  law, 
and  it  provides  a  new  fluidity  in  the 
money  market  itself  in  that  once  known 
these  instruments  will  create  their  own 
secondary  market  and  begin  to  flow  as 
effective  units  of  financial  paper  on  their 
own.  This  is  in  the  tradition  of  the 
Federal  Government,  gentlemen.  We 
have  constantly  pursued  this  philosophi¬ 
cal  principle  of  creating  vitality  and 
velocity  in  our  governmental  and  private 
sector  financing.  That  is  the  reason  that 
we  have  placed  deposit  insurance  into 
operation.  To  take  the  money  that  was 
frozen  in  the  hands  of  our  public  placed 
in  tin  cans  and  under  mattresses  and 
other  dark  and  necromantic  spots  and 
put  it  into  the  institutions  which  could 
utilize  it  for  the  monetary  demands  of 
the  day  and  give  it  an  opportunity  of 
utilization  in  two  or  three  different  di¬ 
rections  almost  simultaneously.  And  it 
is  this  tremendous  velocity  of  our  finan¬ 
cial  resources  which  has  made  the  great 
progress  that  we  have  enjoyed  possible. 
This  move  increating  this  new  instru¬ 
ment  is  in  this  same  tradition. 

Now  let  us  look  at  how  the  shift  from 
the  private  to  the  public  sector  occurs. 
You  must  constantly  keep  in  your  minds, 
gentlemen,  that  if  we  believe  in  the  pro¬ 
grams  that  the  agencies  are  carrying 
out  and  the  philosophical  basis  on  which 
they  rest,  then  we  are  committed  to  sup¬ 
port  them  in  the  Congress.  How  do  we 
express  our  support,  by  setting  up  ap¬ 
propriations  for  their  programs  and 
then  placing  the  burden  of  funding  these 
on  the  Treasury.  How  does  the  Treasury 
fund  them?  It  goes  to  the  money  market 
with  its  Treasury  bills,  obtains  the 
money  on  the  Government’s  credit, 
places  it  in  the  hands  of  the  agencies 
and  they  put  it  out  in  accordance  with 
the  loan  programs  dictated  in  the  au¬ 
thorized  legislation.  This  money  then  is 
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converted  into  the  loan  portfolio  for  the 
agency  according  to  the  interest  and 
length  of  term  established  in  the  pro¬ 
gram.  Now,  how  will  this  program  dif¬ 
fer  in  terms  of  funding?  The  appropria¬ 
tions  will  be  made  in  the  same  manner 
by  Congress  only  in  this  program  the 
appropriation  will  speak  in  terms  of  au¬ 
thorization  for  the  pooling  arrange¬ 
ment. 

The  amount  to  be  pooled  will  be  stated 
and  the  volume  of  activity  of  the  agency 
will  be  gaged  by  that  appropriation 
measure.  Then  the  agency  involved  will 
go  through  the  mechanics  we  have  de¬ 
scribed  in  setting  over  the  rights  of  in¬ 
come,  principal,  and  interest,  to  FNMA 
for  the  pool.  FNMA  will  then  go  out  with 
the  certificates  of  participation  to  the 
market  which  the  Treasury  would  have 
gone  to  to  obtain  the  same  money  so 
there  is  no  difference,  gentlemen,  as  to 
the  impact  on  the  market — it  is  the  ques¬ 
tion  of  who  is  going  to  go  to  the  market 
and  with  what.  In  the  first  instance  the 
Treasury  with  a  Treasury  bill  and  in  the 
second  instance  the  FNMA  with  a  par¬ 
ticipation  certificate,  so  that  the  volume 
of  activity  in  the  marketplace  is  the  same 
if  the  volume  of  support  for  the  pro¬ 
gram  is  the  same.  The  question  can  be 
raised  as  to  the  differential  of  price.  Ar¬ 
gument  will  go  in  this  vein.  If  the  credit 
of  the  United  States  obtains  a  better  yield 
on  the  marketplace,  then  will  the  par¬ 
ticipation  certificates? 

The  argument  is  true,  experience  has 
has  indicated  that  the  difference  in  the 
interest  paid  by  the  Federal  Govern¬ 
ment  on  its  bills  is  form  one-eighth  to 
three-eighths  spread  below  the  interest 
that  has  to  be  placed  on  the  participation 
certificates.  However,  what  are  we  buy¬ 
ing  with  this  differential?  First  we  are 
buying  the  concept  that  we  should  sub¬ 
stitute,  to  the  maximum  extent  reason¬ 
able,  private  credit  for  public  credit.  In 
other  words,  it  ig  worth  some  spread  in 
order  to  get  the  private  sector  to  assume 
a  larger  portion  of  the  load  of  these  pro¬ 
grams.  Second,  this  is  buying  that 
particilar  policy  at  the  best  possible  price, 
for  we  are  paying  it  now  if  we  sell  the 
way  we  have  been  selling  the  direct  full 
loan  in  the  narrow  market,  the  price  of 
this  shift  is  considerably  higher  because 
as  I  have  indicated,  we  are  selling  the 
burdens  as  well  as  the  benefits  and  the 
market  is  thereby  narrowed  and  the  price 
is  therefore  raised.  We  are  buying  an¬ 
other  thing  which  is  of  extreme  impor¬ 
tance.  We  are  buying  FNMA’s  experi¬ 
ence  in  serving  to  coordinate  the  various 
agency  financing  one  with  the  other  and 
with  the  Treasury’s  debt  management 
operation  as  well.  And  such  cooperation, 
believe  me,  gentlemen,  is  worth  a  price 
in  and  of  itself  because  without  such  co¬ 
ordination  then  the  Treasury,  as  well  as 
all  of  the  agencies,  will  be  getting  less 
than  the  best  interest  price  for  any  of 
their  offerings. 

We  are  also  buying  with  this  differen¬ 
tial  the  opportunity  to  place  into  our  sys¬ 
tem  a  new  negotiable  instrument  which 
as  it  proves  its  effectiveness  will  also 
lower  the  spread  that  we  have  experi¬ 
enced  and,  in  my  judgment,  these  will 
enjoy  sometime  in  the  future  a  compet¬ 


itive  position  so  close  to  that  of  the 
Treasury  bill  that  the  distinction  will  be 
negligible.  We  will  not  know  about 
this  until  we  have  given  this  program  an 
opportunity  to  mature  and  to  become 
understood  and  accepted.  But  those 
within  the  Government  and  those  of  us 
here  in  the  House  who  have  closely  stud¬ 
ied  this  matter  have  great  faith  that 
the  prediction  which  I  have  voiced  will 
indeed  come  true.  As  the  Secretary  of 
the  Treasury  said,  in  a  recent  speech : 

We  expect  to  find  that  the  cost  difference 
between  these  credit  programs  will  be  nar¬ 
row  and  if  anything  may  tend  to  decline, 
particularly  after  both  private  investors  and 
the  Government  have  gained  useful  experi¬ 
ence  under  the  program. 

Now  let  me  speak  to  you  on  this  matter 
of  the  budget  and  the  claims  that  this 
somehow  or  other  distorts  Government 
action,  allows  back-door  spending  or 
charges  of  that  nature.  I  should  like  to 
make  it  clear  at  the  outset  that  I  enter¬ 
tain  a  high  degree  of  sympathy  and  un¬ 
derstanding  for  the  Republican  posture 
which  would  prefer  to  see  the  Democrats 
suffering  under  the  tortures  of  extending 
the  debt  ceiling  and  therefore  are  very 
unwilling  to  see  even  a  reasonable  pro¬ 
gram  of  this  nature  come  along  to,  in  any 
way  directly  or  indirectly,  soften  that 
burden.  But  to  those  enlightened  Re¬ 
publicans  who  see  the  interest  of  their 
Government  first  and  the  political  con¬ 
sideration  second  and  to  those  liberal 
Democrats  who  have  been  for  a  moment 
enchanted  by  the  idea  that  perhaps  this 
is  some  kind  of  a  giveaway,  let  me  make 
these  points  clear.  The  posture  of  the 
Government  has  to  be  seen  in  terms  of 
the  distinction  between  this  kind  of  bank¬ 
ing  activity  which  is  a  capital-making 
activity  and  the  general  operational 
function  of  the  Government  and  the 
budgets  which  relate  thereto.  If  we  had 
simply  an  operational  situation,  then 
the  cash  inflow-outgo  budget  on 
a  yearly  basis  that  we  now  enjoy 
would  make  some  sense.  But  be¬ 
cause  we  have  only  the  one  budget 
and  because  there  is  no  distinction  be¬ 
tween  the  capital  formation  activities 
and  the  general  operational  activities  of 
the  Government,  then  the  debt  ceiling 
has  to  reflect  the  outflow  for  both  pro¬ 
grams.  There  is  no  question  that  in  the 
carrying  out  of  the  banking  functions, 
there  are  operational  costs — as  the  cost 
of  administration,  there  are  the  costs 
that  flow  from  the  support  of  interest 
rates,  and  the  cost  of  discounts  and  the 
cost  of  utilizing  any  agencies  in  the  sale 
of  offerings  made  by  the  Government. 
All  of  these  are  operational  costs  and 
should  be  accepted  in  the  operational 
cash  flow  budget.  But  the  tremendous 
amounts  on  the  principals  involved 
should  not  be  reflected  in  the  general 
debt  because  there  are  loan  assets  be¬ 
hind  these  which  should  be  equal  to, 
superior,  or  almost  equal  to  the  amounts 
involved  and  this  is  what  does  not  re¬ 
flect  in  the  budget.  In  the  bill  that  is 
before  you  today,  there  will  be  a  more 
honest,  a  more  clear  demonstration  of 
the  actual  cost  of  these  programs  than 
is  true  under  present  circumstances.  I 
say  this  because  the  administrative  costs 


many  times;  the  interest  support  costs, 
and  others  of  those  I  enumerated  will  be 
lost  in  the  general  budget  of  the  ad¬ 
ministration  of  the'agencies  involved  and 
will  only  be  untangled  by  these  few  of 
our  Members  who  read  the  document 
recently  devised  by  the  Treasury  to  re- 
fleet  this  capital  program;  that  is,  the 
special  analysis  E  that  comes  in  with  the 
budget.  Furthermore,  this  legislation 
will  relate — the  sale  of  assets — carried 
out  to  the  support  for  the  volume  of  new 
activity  that  is  authorized  and  appro¬ 
priated  by  the  Congress.  The  sales  pro¬ 
grams  under  this  legislation  will  first 
have  to  find  an  expression  of  authoriza¬ 
tion  in  an  appropriation  bill  and  will, 
therefore,  be  under  constant  and  close 
surveillance  by  the  Congress,  and  this 
has  not  been  true  in  the  sale  of  full  as¬ 
sets  that  have  been  experienced  in  the 
past.  This  legislation  improves  the  ef¬ 
fective  role  of  Congress  because  it — ■ 
First,  brings  the  control  of  volume  of 
loans  closer  to  the  appropriation  method ; 
and  second,  delineates  and  makes  clear 
the  actual  costs  related  to  the  loan  pro¬ 
grams  for  which  particular  appropria¬ 
tion  requests  will  have  to  be  made. 

(Mr.  HANNA  asked  and  was  given 
permission  to  revise  and  extend  his  re¬ 
marks.) 

Mr.  WIDNALL.  Mr.  Chairman,  at 
this  time  I  yield  20  minutes  to  the  gen¬ 
tleman  from  New  York  [Mr.  Finoj. 

Mr.  JONAS.  Mr.  Chairman,  will  the 
gentleman  yield? 

Mr.  FINO.  I  yield  to  the  gentleman. 
Mr.  JONAS.  Mr.  Chairman,  I  have 
asked  the  gentleman  to  yield  because 
I  want  to  respond  to  a  comment  made 
in  the  colloquy  between  the  distinguished 
chairman  of  the  Banking  and  Currency 
Committee  and  the  gentleman  who  just 
left  the  well.  , 

The  distinguished  gentleman  from 
Texas  read  from  the  minority  views  on 
a  report  coming  out  of  the  Ways  and 
Means  Committee,  but  I  invite  attention 
to  the  fact  that  those  minority  views 
were  directed  against  the  bill  that  sought 
to  increase  the  debt  limit. 

We  have  quite  a  different  situation  here 
today.  I  will  vote  for  this  bill,  if  an 
amendment  I  propose  to  offer  is  adopted, 
and  that  is  to  provide  that  the  funds 
generated  by  this  program  will  be  ap¬ 
plied  on  the  national  debt.  It  is  pro¬ 
posed  in  the  bill  to  use  capital  assets  to 
pay  current  operating  expenses  of  the 
Federal  Government. 

When  capital  assets  are  disposed  of, 
the  proceeds  ought  to  apply  against  the 
national  debt. 

Mr.  FINO.  Mr.  Chairman,  I  rise  in  op¬ 
position  to  this  legislation. 

Mr.  SCHMIDHAUSER.  Mr.  Chair¬ 
man,  I  oppose  the  Sales  Participation  Act 
of  1966.  I  believe  that  we  need  an  equi¬ 
table  tax  reform  measure  instead  of  a  re- 
shuffing  of  debts. 

Economic  trends  indicate  that  there  is 
an  even  more  urgent  need  for  a  thorough 
tax  reform  now  in  May  than  was  appar¬ 
ent  earlier  this  year.  I  began  my  sys¬ 
tematic  appraisal  of  our  tax  structure  in 
the  fall  of  1965.  My  first  tax  reform  bill, 
H.R.  12993,  which  would  lower  the  oil 
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depletion  allowance,  was  introduced  be¬ 
fore  passage  of  the  Tax  Adjustment  Act 
of  1966.  As  I  stated  on  February  23, 
1966,  during  debate  on  the  tax  legisla¬ 
tion: 

One  such  recommendation  that  has  long 
been  overdue  is  the  need  to  reduce  the  pres¬ 
ent  oil  depletion  allowance  which  currently 
gives  an  unwarranted  tax  advantage  to  an  ad¬ 
vantageously  situated  small  segment  of  our 
population.  It  is  unfortunate  that  a  pro¬ 
gressive  reduction  in  the  oil  depletion  allow¬ 
ance  has  not  been  incorporated  in  the  pres¬ 
ent  bill.  To  meet  this  need,  I  have  intro¬ 
duced  legislation  in  the  House  which  will  re¬ 
duce  the  oil  depletion  allowance  from  its 
present  rate  of  27*4  to  20  percent  in  progres¬ 
sive  steps  over  a  3  year  period. 

I  respectfully  call  to  the  attention  of  the 
Chairman  and  members  of  the  Ways  and 
Means  Committee  the  fact  that  a  sensible  re¬ 
duction  in  the  oil  depletion  allowance  will 
bring  to  the  Nation  substantial  revenue  with¬ 
out  reimposing  upon  our  working  people  in 
our  factories  and  on  our  farms  a  heavier 
share  of  the  tax  load. 

Finally,  I  believe  it  is  time  we  redistributed 
that  load  by  eliminating  the  special  tax 
privileges  that  currently  exist.  The  place  to 
start  is  the  reduction  of  the  oil  depletion  al¬ 
lowance.  The  time  to  start  is  now. 

Mr.  Chairman,  in  addition  to  the  need 
for  action  to  lower  the  depletion  allow¬ 
ance,  I  believe  the  time  also  has  come  to 
thoroughly  reexamine  the  tax  free  status 
of  revenues  from  advertising  in  maga¬ 
zines  and  other  periodicals  that  are  pub¬ 
lished  by  exempt  organizations  and  that 
compete  with  taxpaying  publications.  On 
April  26,  I  pointed  out  to  my  colleagues 
in  the  Congressional  Record,  pages 
8583-8584,  that  the  tax  free  publications 
number  about  700  and  gross  an  estimated 
$100  million  a  year.  At  that  time  I  re¬ 
quested  the  Commissioner  of  Internal 
Revenue  to  act  on  this  matter  which  has 
been  pending  for  6  years. 

Since  the  Internal  Revenue  Service  has 
continued  to  drag  its  feet  in  the  true 
bureaucratic  fashion  that  often  dis¬ 
regards  the  public  interest,  I  want  to 
urge  my  colleagues  to  join  me  in  pushing 
for  an  end  to  this  special  privilege. 

Today  I  would  like  to  point  out  that  I 
believe  current  economic  developments 
and  trends  require  elimination  or  modifi¬ 
cation  of  the  7-percent  tax  credit  for 
business  investment  in  new  equipment. 
I  believe  the  same  argument  used  to  jus¬ 
tify  approval  of  the  7-percent  tax  credit 
in  1962;  namely,  to  stimulate  outlays  for 
new  business  equipment,  is  now  clear  jus¬ 
tification  for  its  modification. 

The  most  important  thing  to  note 
about  my  tax  reform  proposal  is  that  it 
would  be  absolutely  unnecessary  to  in¬ 
crease  the  personal  tax  rate  for  the  pur¬ 
pose  of  providing  revenue  or  to  curb  al¬ 
legedly  inflationary  pressures.  In  short, 
I  firmly  believe  this  is  the  fairest  way  to 
meet  international  and  national  needs 
for  revenue  and  yet  recognize  that  the 
economic  restraints  that  have  been  im¬ 
posed  on  our  agricultural  producers,  our 
factory  workers,  and  small  business 
owners,  should  be  applied  equitably  to  all 
other  sectors  of  the  economy. 

This  noteworthy  goal  of  fairness  in  the 
distribution  of  tax  burdens  is  just  as  im¬ 
portant  a  reason  for  rejecting  the  pend¬ 
ing  Sales  Participation  Act  as  it  is  for 
adopting  a  thoroughgoing  reform  of  our 


tax  structure.  Over  the  past  months  we 
have  had  repeated  suggestions  from  the 
President,  various  Cabinet  officers,  and 
the  Council  of  Economic  Advisers,  con¬ 
cerning  “cooling  any  inflationary  fires 
in  our  total  economy.”  Adoption  of  the 
Sales  Participation  Act  will  not  in  any 
sense  of  the  imagination  cope  with  a  real 
or  imagined  inflationary  fire.  Instead, 
it  will  further  shift  the  burden  onto  the 
backs  of  those  who  must  borrow  money — 
particularly  small  borrowers. 

Instead  of  putting  the  burden  on  the 
backs  of  small  businessmen,  workers,  and 
farmers,  let’s  take  a  good  hard  look  at 
the  huge  profits  announced  recently  by 
large  corporations,  and  place  a  fair  tax 
burden  where  it  belongs,  in  addition  to 
dampening  this  most  potent  source  of  in¬ 
flationary  tendencies.  Thus,  by  reject¬ 
ing  the  Sales  Participation  Act  and  initi¬ 
ating  a  thorough  tax  reform  that  has 
been  overdue  the  last  decade,  we  will 
achieve  two  noteworthy  purposes. 

First,  dampening  possible  inflationary 
fires  from  their  actual  source,  and  second, 
guaranteeing  to  the  American  factory 
workers,  small  businessmen,  and  fanners, 
that  the  American  tax  system  has 
achieved  a  degree  of  the  fairness  which 
it  has  been  lacking  over  the  past  10 
years. 

Mr.  RHODES  of  Arizona.  Mr.  Chair¬ 
man,  at  the  May  10,  1966,  meeting  of 
the  House  Republican  policy  committee 
a  policy  statement  regarding  H.R.  14544, 
Participation  Sales  Act  of  1966,  was 
adopted.  As  chairman  of  the  policy 
committee,  I  include  at  this  point  iri 
the  Record  the  complete  text  of  this 
statement : 

With,  this  bill,  the  Johnson-Humphrey  Ad¬ 
ministration  has  reached  a  new  level  of  fiscal 
irresponsibility.  In  rapid  succession  we  have 
witnessed  five  straight  years  of  Federal 
budget  deficits  that  have  averaged  $6.2  bil¬ 
lion,  the  dwindling  of  our  gold  supply  from 
$18  billion  in  1960  to  less  than  $14  bil¬ 
lion,  a  balance  of  payments  deficit  that  has 
averaged  $3  billion  a  year,  a  rise  in  the 
budget  from  $81.5  billion -in  1961  to  an  esti¬ 
mated  $112.8  billion  in  1967,  the  removal 
of  silver  from  our  coins,  and  a  reduction 
in  the  gold  that  backstops  our  currency. 

Now,  under  the  provisions  of  H.R.  14544, 
the  Johnson-Humphrey  Administration  will 
be  given  the  authority  to  establish  a  whole 
new  system  of  back-door,  deficit  financing. 
Under  this  system,  all  manner  of  grandiose 
Great  Society  programs  can  be  funded  by 
simply  refinancing  the  billions  of  dollars  in 
financial  assets  that  the  Federal  Government 
presently  owns  and  not  one  cent  of  this 
spending  will  be  reflected  in  the  budget. 

Under  the ,  proposed  Participation  Sales 
Act,  the  Federal  National  Mortgage  Associa¬ 
tion  (FNMA)  will  sell  participations  in  a 
pool  of  Government-held  financial  assets  or 
loans,  which  could  total  $33.1  billion.  Un¬ 
fortunately,  the  participation  “sale”  is  a 
fiction.  The  purchaser  does  not  acquire  title 
to  the  pooled  asset.  All  he  acquires  is  the 
right  to  have  his  investment  repaid  with  in¬ 
terest  at  the  rate  stated  in  the  paricipation 
certificate.  Moreover,  the  money  acquired 
through  these  “sales”  will  be  paid  directly  to 
the  pooling  agency  and  used  to  offset  ex¬ 
penditures  that  normally  appear  in  the 
budget. 

The  Administrative  budget  for  fiscal  year 
1967,  after  making  several  doubtful  estimates 
of  revenue,  contemplates  a  budget  deficit  of 
only  $1.8  billion.  However,  if  the  $4.2  bil¬ 
lion  of  participation  sales  authorized  by  this 
bill  are  not  made,  the  budget  deficit  will  be 
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$6  billion.  It  is  interesting  to  note  that, 
using  the  participations  device,  the  Admin¬ 
istration  could  have  projected  a  budget  sur¬ 
plus  rather  than  a  deficit.  But  it  chose  not 
to  do  this.  Apparently,  it  feared  that  such 
flagrant  sleight-of-hand  bookkeeping  at  this 
stage  of  the  game  would  alert  the  American 
public  to  its  fiscal  chicanery.  In  the  event 
this  bill  is  enacted  into  law,  there  certainly 
is  reason  to  believe  that  this  type  of  finan¬ 
cial  gymnastics  will  be  resorted  to  in  the 
future.  Thus,  the  day  of  the  publicly- 
acknowledged  deficit  may  be  a  thing  of  the 
past. 

The  largest  and  most  rapidly  growing  Fed¬ 
eral  loan  program  is  that  of  the  Agency  for 
International  Development  (AID) .  It  is  esti¬ 
mated  that  at  the  close  of  fiscal  year  1967 
the  outstanding  volume  of  direct  loans  made 
in  foreign  countries  by  this  Agency  will  be 
$12  billion.  In  its  new  role,  FNMA  could  sell 
participations  in  a  pool  of  such  loans,  even 
though  in  some  instances  AID  loans  bear  in¬ 
terest  as  low  as  %  of  1  percent  per  year. 
Obviously,  these  AID  loans  would  be  unsal¬ 
able  usless  FNMA  guaranteed  the  payment 
of  principal  and  a  reasonable  rate  of  interest 
on  the  participations  sold.  AID  holdings  of 
foreign  aid  loans  are  expanding  at  a  rate  of 
$1.5  billion  per  year.  Under  the  present  sys¬ 
tem,  this  money  is  appropriated  by  Congress 
and  charged  against  the  Administrative 
budget.  If  this  bill  is  enacted,  the  only 
charge  against  the  Administrative  budget 
would  be  the  appropriation  to  make  up  the 
deficiency  between  the  income  received  on 
the  loans  and  the  interest  cost  of  the  partic¬ 
ipations  sold.  Thus,  instead  of  the  real  cost 
to  the  taxpayers — $1.5  billion — being  charged 
against  the  budget,  the  charge,  thanks  to 
the  provisions  of  this  bill,  would  be  as  low 
as  $45  million  per  year. 

The  refinancing  that  is  required  under 
H.R.  14544  will  cost  the  American  taxpayer 
an  additional  $5  million  a  year  on  each  $1 
billion  of  the  participations  sold.  Thus,  in 
the  event  $4.2  billion  of  participations  are 
sold,  there  will  be  a  cost  to  the  taxpayer  of 
$21  million  per  year.  If  the  average  maturity 
for  participations  is  10  years,  the  taxpayer 
will  be  gouged  over  $200  million  in  unneces¬ 
sary  expenses. 

At  the  present  time,  the  home  mortgage 
market  is  in  a  state  of  turmoil  and  confusion. 
Home  construction  is  at  a  dangerously  low 
level.  If  the  FNMA  participation  sales  are 
authorized,  the  FHA  and  GI  mortgages,  and 
other  home  mortgages  as  well,  will  become 
less  and  less  attractive  to  investors.  In  order 
to  meet  competition  and  obtain  home  mort¬ 
gage  financing,  higher  home  mortgage 
financing  costs  will  have  to  be  imposed.  As 
a  result,  the  prospective  home  builders  or 
buyers  will  be  forced  to  carry  an  additional 
financial  burden. 

To  date,  FNMA  has  sold  four  issues  of  par¬ 
ticipations.  Each  time  they  have  been  sold 
to  the  same  four  big  Wall  Street  investment 
houses.  Transactions  under  this  arrange¬ 
ment  have  totaled  over  $1.6  billion,  and  over 
$5  million  of  commissions  have  been  paid. 
Under  this  bill,  this  clubby  and  financially 
advantageous  arrangement  could  not  only 
continue  but  could  become  even  more  lucra¬ 
tive.  Certainly,  at  a  minimum,  the  statute 
should  require  that  these  participations  be 
sold  on  a  competitive  bid  basis. 

It  has  been  claimed  that  the  participations 
sale  proposal  contained  in  H.R.  14544  is  an 
extension  of  the  program  inaugurated  by  the 
Eisenhower  administration.  In  support  of 
this  contention,  there  is  cited  the  FNMA 
swap  in  fiscal  year  1960  of  $311  million  of  low 
interest  mortgages  for  $316  million  of  non- 
marketable  Treasury  investment  bonds 
owned  by  the  public.  The  facts,  however, 
reflect  that  these  two  programs  are  totally 
dissimilar,  and  the  Eisenhower  program  can¬ 
not  be  used  as  justification  for  the  Johnson- 
Humphrey  scheme.  The  Eisenhower  pro- 
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gram  was  a  straightforward  financial  transac¬ 
tion.  The  mortgages  were  sold  on  a  competi¬ 
tive  bid  basis,  paid  for  by  bonds  held  by 
investors.  Actual  title  to  the  mortgages 
passed  to  the  purchasers  and  proceeds  were 
carried  in  the  budget  as  a  budget  receipt.  The 
bonds  acquired  by  FNMA  were  surrendered  to 
Treasury  for  cancellation.  Thereupon,  Treas¬ 
ury  reduced  FNMA  indebtedness  to  it  by  a  like 
amount.  Thus,  contrary  to  the  proposed 
scheme,  there  was  no  budget  runaround  in 
the  Eisenhower  program. 

As  incredible  as  it  may  seem,  this  bill  was 
not  available  to  Committee  members  until 
y2  hour  before  the  hearings  began.  There¬ 
after,  only  2  hours  of  hearings  were  held  and 
the  Republican  members  of  the  Committee 
were  denied  the  right  or  opportunity  to  call 
any  witnesses.  Moreover,  not  one  witness 
from  the  unions,  farming,  business,  or  bank¬ 
ing  was  called.  At  the  conclusion  of  these 
totally  inadequate  hearings,  the  Committee 
was  ordered  into  immediate  executive  ses¬ 
sion  and  in  less  than  30  minutes,  the  bill  was 
ordered  reported. 

Legislative  action  of  this  type  goes  far  be¬ 
yond  even  that  which  has  become  the  stand¬ 
ard  rubberstamp  procedure  for  this  89th 
Congress.  This  bill  would  permit  the  John- 
son-Humphrey  Administration  to  conceal 
huge  budgetary  deficits.  It  would  invite  a 
spending  spree  that  would  delight  the  em¬ 
perors  of  old.  It  can  only  lead  to  financial 
disaster.  H.R.  14544  must  be  defeated. 

Mr.  MINISH.  Mr.  Chairman,  I  rise  in 
wholehearted  support  of  H.R.  14544,  the 
Sales  Participation  Act  of  1966.  H.R. 
14544  might  also  be  called  the  Small 
Business  Revival  Act  of  1966,  since  pas¬ 
sage  of  the  .measure  will  insure  that  the 
Small  Business  Administration  will  re¬ 
open  its  regular  lending  programs  which 
have  been  closed  since  October  of  1965, 
and  hopefully  this  legislation  will  pre¬ 
clude  the  possibility  of  SBA  closing  its 
lending  windows  in  the  future. 

The  Sales  Participation  Act  of  1966 
will  not  only  benefit  the  entire  economy, 
but  its  impact  on  small  business  will  be 
tremendous.  Recently,  the  Small  Busi¬ 
ness  Administration,  in  an  effort  to  se¬ 
cure  much-needed  funds,  sold  $110  mil¬ 
lion  worth  of  small  business  investment 
company  20-year  debentures.  These  are 
loans  which  the  Small  Business  Admin¬ 
istration  has  made  to  SBIC’s  throughout 
the  country.  These  debentures  were  sold 
on  an  individual  basis,  and  the  market 
response  was  so  poor  that  in  order  to  ob¬ 
tain  the  much-needed  funds,  the  agency 
finally  had  to  sell  the  debentures  for  5.75 
percent,  plus  a  quarter  of  a  percent  brok¬ 
erage  commission.  When  the  dust  had 
finally  cleared,  SBA  had  discounted  the 
loan  paper  nearly  $10  million,  $10  mil¬ 
lion  which  could  have  gone  to  deserving 
small  businesses. 

However,  if  the  agency  had  been 
blessed  with  passage  of  H.R.  14544,  the 
loss  incurred  in  the  debenture  sales  would 
not  have  happened,  since  the  agency 
could  have  pooled  these  loans  and  sold 
participating  shares  in  the  pool.  It  is 
estimated  that  this  technique  would  have 
saved  the  agency  nearly  $5  million.  This 
savings  represents  500  $10,000  loans 
which  could  have  been  made  to  small 
business  concerns. 

Mr.  Chairman,  at  the  present  time  the 
Small  Business  Administration  holds 
nearly  $1.4  billion  in  loans  to  small  busi¬ 
nesses  and  disaster  loans.  It  is  particu¬ 
larly  significant  to  note  that  of  this  total, 


nearly  $282  million  is  in  the  form  of  dis¬ 
aster  loans  which  carry  3  percent  inter¬ 
est  rate  and  rim  as  long  as  30  years.  It  is 
virtually  impossible,  due  to  the  long 
maturities  and  low  interest  rate,  for  the 
Small  Business  Administration  to  sell 
disaster  loans  directly.  This  is  one  of  the 
main  reasons  that  the  agency  has  had  to 
curtail  its  lending  functions  in  the  past. 
Disaster  loans  were  needed,  but  because 
of  the  large  holdings  of  these  loans,  the 
agency  had  to  borrow  from  funds  ear¬ 
marked  for  other  programs. 

However,  under  the  Sales  Participa¬ 
tion  Act,  SBA  will  be  able  to  pool  disaster 
loans  along  with  its  regular  business 
loans,  which  carry  a  5.5  interest  rate, 
and  through  an  equitable  mixed  formula, 
establish  a  participation  pool  which  will 
be  readily  marketable.  In  this  way,  the 
Small  Business  Administratibrt  'should 
have  adequate  funds  for  all  its  lending 
programs. 

Mr.  Chairman,  I  urge  all  of  my  col¬ 
leagues  to  vote  for  passage  of  H.R.  14544. 

Mr.  HANSEN  of  Iowa.  Mr.  Chairman, 
as  a  Member  of  Congress  from  the  great 
State  of  Iowa,  long  one  of  the  Nation’s 
leading  agricultural  producing  areas,  I 
rise  in  support  of  the  pending  bill,  called 
the  Participation  Sales  Act  of  1966. 

I  favor  the  basic  objectives  of  this  leg¬ 
islation,  and  I  am  confident  that  it  will 
in  no  way  jeopardize  any  of  our  existing 
Government  lending  programs  involving 
our  farm  families. 

Permit  me  to  review  briefly  the  prog¬ 
ress  of  this  legislation,  which  already  al¬ 
ready  has  passed  the  Senate — with  some 
additional  safeguards  accepted  by  the 
administration. 

As  I  understand  it,  when  this  bill  was 
originally  proposed,  it  would  have  au¬ 
thorized  the  pooling  of  loan  paper — di¬ 
rect  loans  made  in  the  past  and  out¬ 
standing  at  the  present  time — now  held 
by  many  different  Government  agencies. 

The  authority  in  the  original  bill  for 
this  type  of  pooling  operation  was  pretty 
broad. 

But,  Mr.  Chairman,  it  would  be  both 
incorrect  and  unfair  to  say  that  the  ad¬ 
ministration  at  apy  time  ever  suggested 
that  such  broad  authority,  once  granted 
by  Congress,  would  be  used  to  sell  par¬ 
ticipations  in  the  outstanding  direct 
loans  made  in  the  past  under  all  the  Gov¬ 
ernment  credit  programs  voted  by 
Congress. 

There  have  been — in  my  opinion — ■ 
some  false  alarms  about  this. 

So  far  as  I  can  determine,  no  one 
speaking  for  the  administration,  for  ex¬ 
ample,  ever  said  REA  loans  would  be 
pooled — with  participations  in  such 
pooled  assets  being  sold  subsequently  to 
private  investors.  No  one  ever  sug¬ 
gested  that  foreign  aid  loans  would  be 
pooled. 

From  the  very  beginning,  Mr.  Chair¬ 
man,  we  have  been  given  the  assurances 
that  the  Government  is  not  going  tov 
rush  pellmell  into  an  extension  of  the 
sales  participation  technique  to  a  huge 
number  of  direct  Government  lending 
programs.  And,  as  this  legislation  has 
moved  through  Congress,  it  has  changed 
somewhat.  As  I  understand  it,  the 
other  body  modified  its  bill  to  provide 


that  the  participation  sales  approach 
should  be  extended  only  within  specific 
limits.  Further,  there  was  a  Senate 
amendment  making  it  clear  that  certain 
lending  activities  of  the  Farmers  Home 
Administration  would  be  reserved  from 
the  asset  pooling  operations. 

Now,  Mr.  Chairman,  I  understand  that 
we  in  the  House  of  Representatives,  dur¬ 
ing  floor  consideration  of  the  bill  ap¬ 
proved  by  the  House  Banking  and  Cur¬ 
rency  Committee,  are  in  the  process  of 
adopting  very  similar,  if  not  identical, 
limitations. 

As  for  the  basic  idea  behind  this  legis¬ 
lation,  I  support  it.  I  do  not  favor 
building  up,  more  and  more,  the  volume 
of  direct  loans  being  held  by  the  Govern¬ 
ment  particularly  when  we  can,  through 
authorization  legislation,  cut  new  chan¬ 
nels  from  the  public  credit  to  the  private 
credit  sector  of  our  economy. 

And,  as  Treasury  Secretary  Henry  H. 
Fowler  pointed  out  in  a  recent  speech  in 
North  Carolina: 

We  are  well  aware  that  in  seeking  to  deepen 
and  widen  the  channels  between  public  and 
private  credit  markets  that  it  would  be  point¬ 
less  to  attempt  to  press  more  on  the  market 
than  it  can  readily  absorb. 

Even  without  the  new  safeguards  we  in 
Congress  have  put  into  this  legislation,  I 
personally  feel,  Mr.  Chairman,  that  the 
bill  in  its  original  form  would  not  have 
jeopardized  any  of  our  meritorious  direct 
Government  lending  programs. 

I  will  not  go  into  the  history  of  that, 
except  to  say  that  this  legislation  would 
not  have  created  any  new  lending  au¬ 
thority;  it  would  not  have  removed  con¬ 
trol  of  any  direct  lending  program  from 
the  hands  of  the  agencies  that  now  ad¬ 
minister  such  programs;  it  would  not 
have  given  private  credit  sources  control 
over  such  direct  lending  activities. 

In  addition,  the  legislation  provides  for 
careful  review  of  participation  pooling 
operations  by  the  House  and  Senate  Ap¬ 
propriations  Committees. 

I  support  the  bill.  I  intended  to  vote 
for  it.  And,  Mr.  Chairman,  I  urge  other 
Members  of  this  body  to  vote  for  it. 

Mr.  GROSS.  Mr.  Chairman,  I  make 
the  point  of  order  that  a  quorum  is  not 
present. 

The  CHAIRMAN.  The  Chair  will 
count. 

Mr.  PATMAN.  Mr.  Chairman,  I  move 
that  the  Committee  do  now  rise. 

The  motion  was  agreed  to. 

Accordingly,  the  Committee  rose;  and 
the  Speaker  having  resumed  the  chair, 
Mr.  Keogh,  Chairman  of  the  Committee 
of  the  Whole  House  on  the  State  of  the 
Union,  reported  that  that  Committee, 
having  had  under  consideration  the  bill 
(H.R.  14544)  to  promote  private  financ¬ 
ing  of  credit  needs  and  to  provide  for  an 
efficient  and  orderly  method  of  liquidat¬ 
ing  financial  assets  held  by  Federal  credit 
agencies,  and  for  other  purposes,  had 
come  to  no  resolution  thereon. 


^GJSNERAL  LEAVE 

Mr.  PATMAf}>'-Jii|r.  Speaker,  I  ask 
unanimous  consent  thai^alh  Members 
speaking  today  in  the  Conmlittee  of  the 
Whole  may  have  permission  to  revfee-and 
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ex'txjnd  their  remarks  and  include  extra¬ 
neous  matter;  and  I  further  ask  unani¬ 
mous  cpnsent  that  all  Members  may  have 
the  privilege  of  extending  their  remarks 
in  the  Record  today  and  of  including  ex¬ 
traneous  matter  on  the  bill,  H.R.  14544. 

The  SPEAKER.  Is  there  objection  to 
the  request  of  the  gentleman  from 
Texas?  \ 

There  was  no  objection. 

fact-reporting'Wil  AGENCY  IN 

COURTS  OF  THE  DISTRICT  OF  CO¬ 
LUMBIA 

(Mr.  WHITENER  asked  ahd  was  given 
permission  to  address  the  Hbuse  for  1 
minute  and  to  revise  and  extend  his  re¬ 
marks.) 

Mr.  WHITENER.  Mr.  Speaker,  Nhave 
today  introduced  a  bill  to  establish  a 
fact-reporting  bail  agency  in  the  cot 
of  the  District  of  Columbia.  I  am  intro5 
ducing  this  bill  at  the  request  of  the  cir¬ 
cuit  judges  of  the  U.S.  Court  of  Appeals, 
who  met  in  council  on  May  11,  1966. 

This  legislation  has  been  thoroughly 
considered  by  the  judges  of  the  Circuit 
Court  of  Appeals  and  represents  the 
thinking  of  many  knowledgeable  persons 
in  the  field  of  criminal  jurisprudence. 

It  has  as  its  basic  purpose  the  estab¬ 
lishment  of  a  system  whereby  worthy  de¬ 
fendants  in  criminal  cases  may  have  an 
orderly  procedure  available  to  them  and 
to  the  courts  for  the  determination  of 
the  preliminary  question  of  bailability, 
amount  of  bail,  and  other  relevant  fac¬ 
tors  which  are  daily  passed  upon  by  the 
judges  in  the  District  of  Columbia. 

In  addition,  the  fact-reporting  entity 
will  also  make  its  services  available  upon 
request  to  the  judges  of  the  U.S.  Court 
of  Appeal^  and  to  any  Justice  of  the  Su¬ 
preme  Court  whenever  bail  pending  ap¬ 
peal  becomes  an  issue. 

It  is  contemplated  that  the  annual 
cost  of  this  advanced  and  improved  pro¬ 
gram  of  handling  bail  matters  will  not 
exceed  $80,000  per  year.  It  is  further 
contemplated  that  this  amount  will 
recouped  manifold  because  of  the 
vantages  to  the  worthy  accused  wbbse 
family  and  community  ties  justify 
release  under  terms  fixed  by  the/courts. 
The  need  for  placing  the  family  on  re¬ 
lief,  the  possibility  of  continued  employ¬ 
ment  of  the  accused,  not  to/nention  the 
cost  of  detention,  are  factors  which  we 
feel  will  bring  benefits  greatly  in  excess 
of  the  cost  of  the  program. 

The  distinguished/  chairman  of  the 
Committee  on  the /District  of  Columbia 
of  the  House  of  Representatives  has  been 
interested  in  thjs  problem  for  some  time, 
and  I  am  introducing  the  bill  with  his 
full  concurrence  in  order  that  the  Con¬ 
gress  may/nave  an  opportunity  to  con¬ 
sider  it  and  hear  the  testimony  of  inter¬ 
ested  parties.  It  is  hoped  that  this  will 
result'7 in  the  enactment  of  legislation 
widen  will  find  unanimous  support  in 
ch  bodies  of  the  Congress. 


FEDERAL  BANK  SUPERVISION  IN 
SHAMBLES— CAUSES  HIGH  INTER¬ 
EST  RATES  AND  UNFAIR  COM¬ 
PETITION  FOR  THRIFT  INSTITU¬ 
TIONS 

(Mr.  PATMAN  asked  and  was  given 
permission  to  extend  his  remarks  at  this 
point  in  the  Record  and  to  include  ex¬ 
traneous  matter.) 

Mr.  PATMAN.  Mr.  Speaker,  ridicu¬ 
lous  and  unnecessary  as  it  is,  the  Nation’s 
financial  institutions,  the  largest  as  well 
as  the  smallest,  are  engaging  in  a  waste¬ 
ful  and  destructive  rate  war.  This  rate 
war  has  two  causes.  First  and  foremost 
is  the  Federal  Reserve  Board’s  extreme 
tight  money  policy  which  has  led  finan¬ 
cial  institutions  into  a  wild  scramble  for 
deposits.  This  competition  for  new  ac¬ 
counts  plus  tight  money  has  led  to  sky- 
high  interest  rates  and  unsound  bank¬ 
ing  practices.  Instead  of  acting  to  cool 
,off  this  dangerous  and  extremely  infla¬ 
tionary  development,  the  Federal  Re- 
sNye  Board’s  encouraging  banks  to  is- 
sue\S18  billion  of  negotiable  certificates 
of  deposit  of  doubtful  legality  has  \yc- 
stead  seriously  aggravated  the  situation. 

The  situation  is  now  so  critical/that 
your  Banking  and  Currency  Committee  is 
taking  up  much  valuable  time  to  put  an 
end  to  these  tm sound  practices  and  this 
senseless  rate  war.  AlreadVhome  buy¬ 
ers,  home  builders,  and  /he  mortgage 
market  have  suffered  extreme  harm  with 
interest  rates  on  H*wn£  loans  at  their 
highest  in  many  yeare.  The  thrift  in¬ 
dustry — savings  ana  rqan  institutions 
from  all  over  the/oountry— are  literally 
flooding  Members’  offices  with  their  mail 
because  of  massive  savings  withdrawals. 
But  it  is  not^ust  the  thrift  industry  and 
housing  th^ft  are  suffering  fronrSthis  lax 
and  inadequate  bank  supervisions.  The 
Treasur^ bill  market  has  suffered  drasti¬ 
cally  jtfith  interest  rates  there  also  \he 
highest  in  many  years  and  thus  an  adde 
bu /den  on  the  taxpayers. 

we  have  just  let  the  Federal  Reserve 
System  and  the  other  Federal  bank  su¬ 
pervisory  agencies  have  their  way  for 
much  too  long.  They  have  proven 
themselves  incapable  of  doing  a  decent 
job,  claiming  independence  as  they  do 
from  the  rest  of  the  Government.  To  re¬ 
store  some  sanity  to  this  deplorable  and 
completely  un justifiable  situation,  it  will 
be  necessary  that  this  freewheeling  in¬ 
dependence  be  curbed. 

Indicative  of  the  widespread  concern 
and  attention  that  this  matter  is  getting, 
in  addition  to  the  hearings  on  my  bill 
H.R.  14026,  to  outlaw  negotiable  certifi¬ 
cates  of  deposit,  is  the  following  editorial 
from  the  May  12  Journal  of  Commerce 
entitled  “Did  the  Fed  Make  a  Mistake?” 
[From  the  Journal  of  Commerce,  May  12, 
1966] 

Did  the  Fed  Make  a  Mistake? 

The  Reserve  Board’s  announcement  of  a 
fresh  inquiry,  to  be  made  at  6,200  member 
banks  by  questionnaire,  as  to  what  interest 
rates  and  other  terms  are  being  offered  on 


time  deposits,  carries  a  connotation  that 
either  the  Board  made  a  mistake  last  Decem-y 
ber  in  raising  the  interest  ceiling  on  ti. 
deposits  other  than  passbook  savings  to  jf1/^ 
from  4y2  per  cent,  or  that  the  nation’s  com¬ 
mercial  banks  have  mistakenly  taken  tjre  new 
ceiling  as  a  license  to  pay  too  much., 

Another  connotation  is  that  if  / mistake 
was  made  the  Board  is  contemplating  what 
should  be  done  to  correct  it.  Ifhis  in  turn 
raises  the  interesting  question/of  what  in  the 
world  the  Board  can  do  wi^nout  new  legis¬ 
lation. 

Certainly  it  is  unfortunate  that  one  sequel 
to  the  high  rates  paid/by  major  banks  for 
certificate  of  deposiV’  money  should  result 
in  a  drain  of  upwand  of  $1  billion  from  sav¬ 
ings  and  loan  associations  and  from  mutual 
savings  banks.  'Vais  puts  a  big  crimp  in  the 
mortgage  marjret  and  is  destructive  to  new 
housing  and/other  building  construction. 

At  the  tjme  the  Board  set  the  higher  in¬ 
terest  ceUmg  on  time  deposits  the  hope  was 
official lVexpressed  that  banks  would  not  go 
out  and  bid  too  recklessly  for  money. 
Obvjously  a  large  segment  of  the  banking 
business,  faced  with  a  need  for  more  money 
lend  at  rates  well  above  deposit  interest 
‘ates,  has  done  just  that.  The  new  inquiry 
will  pinpoint  who  and  where  and  how  much. 
The  Federal  Reserve  questionnaire  to  com¬ 
mercial  member  banks  will  be  supplemented 
by  a  similar  Federal  Deposit  Insurance  sur¬ 
vey  of  non-member  banks.  In  effect  this 
covers  all  banks. 

Incidentally,  a  similar  and  perhaps  more 
limited  inquiry  earlier  this  year  produced 
results  indicating  that  banks  were  moving 
slowly  in  paying  higher  rates.  Since  then, 
however,  money  rates  have  moved  to  further 
40-year  highs  and  pressure  on  banks  for 
funds  has  increased. 

The  purposes  of  the  rise  in  the  inter¬ 
est  ceiling  on  certain  forms  of  time  deposits 
last  December  were,  of  course,  to  stimulate 
banks  to  increase  their  lending  capacity  by 
gathering  in  an  increased  percentage  of  ex¬ 
isting  deposits  rather  than  to  resort  to  ever 
more  Federal  Reserve  money  to  support  a 
higher  volume  of  demand  deposits  created  by 
rising  loans.  It  would  be  incongruous  for 
the  Reserve  banks  to  restrict  bank  lending 
through  the  rise  in  the  rediscount  rate  to 
4  y2  from  4  per  cent  last  December  while 
at  the  same  time  pumping  into  the  bank¬ 
ing  system  ever  more  Federal  Reserve  money. 

Rad  the  discount  rate  been  increased  with- 
ouV  a  higher  ceiling  on  time  deposit  rates 
banks  might  have  been  put  into  a  liquidity 
squeeze  through  forced  redemption  of  large 
amounts  of  certificates  of  deposit  then  al¬ 
ready  crewed.  Maybe  a  5  y2  per  cent  ceiling 
was  too  hito.  The  Federal  Reserve  can  re¬ 
duce  it,  buKto  do  so  now  would  at  once 
produce  a  reaKRanking  liquidity  crisis. 

There  are  wavs  in  which  the  Board  can 
correct  a  mistaken  if  it  was  made,  but  they 
seemingly  require  hew  legislation.  One  way 
would  be  to  a  $15,00Nhmit  upon  certificates 
of  deposit  on  which  rates  up  to  5%  per  cent 
could  be  paid.  A  bill  impending  to  set  such 
a  limit,  which  would  automatically  end 
much  of  the  withdrawals Nt  savings  banks 
and  savings  and  loan  associations. 

The  Board  now  does  not  have  the  power 
to  set  rates  by  volume  of  deposits,  although 
it  may  and  has  distinguished  between  sav¬ 
ings  and  other  time  deposits.  BjVkeeping 
the  passbooks  saving  rate  at  4  percent  it 
has  encouraged  big  shifts  out  of  commercial 
bank  savings  accounts. 

Another  way  out  would  be  to  set  higlJe 
required  reserves  on  small  denominations 
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HIGHLIGHTS:  Hough  received  conference  report  on  Interior  appropriation  bill,  in¬ 
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criticized  administration  on  farm  prices  issue.  Rep.  Gilligan  introduced  and  re¬ 
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HOUSE 

1 ./APPROPRIATIONS.  Received  the  conference  report  on  H.  R.  14215,  the  Interior  and 
related  agencies  appropriation  bill  (H.  Rept.  1538)  ,(pp.  1031-U-O*  Tho '  V 

conf srcxs  provided  ^-18,093/000  propoa.c  by  the  Senate  for  the  Forest  Service 
under  the  Land  and  Water  Conservation  Fund,  A  table  reflecting  the  action  of 
the  conf^ru -s  is  attached  to  this  Digest, 


2ft. PARTICIPATION  SALES,  Continued  debate  on  H.  R<,  lk5kh,  the  participation  sales 

bill.  pp.  10322-1+5 


2 


3.  vISASTER  RELIEF.  Received  from  the  President  a  report  on  activity  under  Public 
jw  875,  81st  Cong.,  on  disaster  relief,  pp.  10319,  10223 


4.  LABOlL  STANDARDS .  Del.  Polanco -Abreu  protested  the  treatment  of  Puerto  Ri9<S  in 
the  lhbor  standards  bill.  pp.  10347-55 


5.  FARM  PRICRS.  Rep.  Ashbrook  criticized  the  record  of  the  Administration  on  farm 
prices  and  inserted  the  recent  Republican  telegram  to  Secretary  Freeman  and 
the  Secretary's  reply,  pp.  10361-3 


6.  POPULATION;  FOOEt  NEEDS.  Rep.  Todd  inserted  an  article,  "FAO  Fipds  Population 
Outpaces  Food  Gains."  p.  10368 


7.  EXPOSITION.  Received  from  the  Commerce  Department  a  report/ on  the  proposed 
U.  S.  participation  the  Inter -American  Cultural  and  Tjrade  Center,  p, 
10372 


8.  EDUCATION.  The  Education  i^nd  Labor  Committee  reported  with  amendment  H.  R.  ( 
14643,  to  provide  for  strengthening  educational  resources  for  international 
studies  and  research  (H.  Re^.  1539),  p.  10372  / 


9.  ROADS.  The  Roads  Subcommittee  approved  for  full  committee  action  a  substitute 
for  H.  R.  14359,  to  authorize  road  appropriations  for  1968  and  1969.  p.  D426 


10.  PERSONNEL.  Received  from  the  Civil  Service  Commission  a  proposed  bill  "to 

amend  section  1310  of  the  Supplemental  Appropriation  Act,  1952,  as  amended," 
which  provides  various  restrictions  on/promotions  and  transfers;  to  Post 
Office  and  Civil  Service  Committee,  /p.  \0372 


11.  LEGISLATIVE  PROGRAM  as  announced  byilajority\Leader  Albert:  Today,  Interior 
appropriation  bill  and  participation  sales  bill;  next  week,  labor  standards 
bill.  p.  10345  7  X 


SENATE 


12.  TRANSPORTATION.  Concurred^in  the  House  amendment  to  1098,  to  amend  the 

Interstate  Commerce  Act/so  as  to  insure  the  adequacy  of  the  national  railroad 
freight  car  supply.  This  bill  will  now  be  sent  to  the  \re  si  dent.  pp.  10250- 
52 


13.  FISHERIES.  The  Commerce  Committee  voted  to  report  (but  did  not  actually  report) 
S.  J.  Res.  29,  t6  direct  the  Bureau  of  Commercial  Fisheries  ch  survey  the 
marine  and  fresh -water  commercial  fishery  resources  of  the  U.  Sy,  its  terri¬ 
tories  and  possessions,  p.  D424 


14.  AWARDS.  Passed  as  reported  S.  2463,  to  grant  the  consent  of  the  Congress  to 

the  acceptance  of  certain  gifts  and  decorations  from  foreign  governments,  pp, 
10312-.'' '  X 


15.  VISITOR  CENTER.  The  Public  Works  Committee  reported  with  amendments  S.  3u31, 
to/authorize  the  Secretary  of  the  Interior  to  establish  a  National  Visitor 
inter  (S.  Rept.  1161).  The  bill  was  then  referred  to  the  Interior  and  Insi/ 
.ar  Affairs  Committee.  p.  10224 
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Page  1 
full  settle] 


the  following  committee  amend- 


ine  7,  strike  "for  $272,063.17, 
ent  of  its  claims”. 


in 


The  committee  amendment  was  agreed 


to. 

The  bill  wasNordered  to  be  engrossed 
and  read  a  third  Name  ,was  read  the  third 
time,  and  passed\and  a  motion  to  re¬ 
consider  was  laid  on  the  table. 


PEDRO  IRIZARI 


GUIDO 


The  Clerk  called  the  bHl  (H.R.  2914) 
for  the  relief  of  Pedro  IrizaVy  Guido. 

The  SPEAKER.  Is  there  Objection  to 
the  present  consideration  of  me  bill? 

Mr.  TALCOTT.  Mr.  SpeakV  I  ask 
unanimous  consent  that  this  \ill  be 
passed  over  without  prejudice. 

The  SPEAKER.  Is  there  objection  to 
the  request  of  the  gentleman  from  Cali¬ 
fornia? 

There  was  no  objection. 

FRED  M.  OSTEEN 

The  Clerk  called  the  bill  (H.R.  11940) 
for  the  relief  of  Fred  M.  Osteen. 

There  being  no  objection,  the  Clerk 
read  the  bill,  as  follows: 

H.R.  11940 

Be  it  enacted  by  the  Senate  and  House 
of  Representatives  of  the  United  States  of 
America  in  Congress  assembled.  That,  in 
the  administration  of  the  annual  leave  ac¬ 
count  of  Fred  M.  Osteen,  postal  employee 
of  Greenville,  South  Carolina,  there  shall 
be  added  a  separate  account  of  ninety-six 
hours  of  anual  leave,  in  full  settlement  of 
all  claims  of  the  said  Fred  M.  Osteen  against 
the  United  States  for  compensation  for  the 
loss  of  such  leave  which  was  earned  by  him 
in  the  period  January  1,  1958,  through  De¬ 
cember  31,  1959,  inclusive,  while  he  was 
employed  in  the  United  States  Post  Office 
in  Greenville,  South  Carolina,  and  which, 
through  administrative  error,  was  not 
credited  to  his  leave  account. 

Sec.  2.  Section  203(c)  of  the  Annual  and 
Sick  Leave  Act  of  1951,  as  amended  (65  Stat. 
680,  67  Stat.  137;  5  U.S.C.  2062(c) ),  shall  not 
apply  with  respect  to  the  leave  granted  by 
this  Act,  and  such  leave  likewise  shall  not 
affect  the  use  or  accumulation,  pursuant  to 
applicable  law,  of  other  anual  leave  earned 
by  the  said  Fred  M.  Osteen.  None  of  they 
leave  granted  by  this  Act  shall  be  settled 
means  of  a  cash  payment  in  the  event  su6h 
leave  or  part  thereof  remains  unused  a /the 
time  the  said  Fred  M.  Osteen  is  separated  by 
death  or  otherwise  from  the  Federal /ervice. 

With  the  following  committed amend¬ 
ment: 

Page  1,  lines  5  and  6,  strik^e  “ninety-six” 
and  insert  “eighty-one”. 

The  committee  amendment  was  agreed 
to. 

The  bill  was  ordered  to  be  engrossed 
and  read  a  third  time,  was  read  the  third 
time,  and  passed, /n  a  motion  to  recon¬ 
sider  was  laid  or/the  table. 


)NY  A.  CALLOWAY 

The  called  the  bill  (H.R.  12315) 

for  th  of  Anthony  A.  Calloway. 

The  g  no  objection,  the  Clerk 

readtJ  is  follows: 

H.R.  12315 

re  it  enacted  by  the  Senate  and  House 
Representatives  of  the  United  States  of 


America  in  Congress  assembled,  That  the 
Secretary  of  the  Treasury  is  hereby  author¬ 
ized  and  directed  to  pay,  out  of  any  money 
in  the  Treasury  not  otherwise  appropriated, 
to  McKinley  Harris,  Junior,  the  sum  of  $1,000 
in  full  settlement  of  all  claims  against  the 
United  States  and  against  Anthony  A.  Callo¬ 
way  arising  out  of  an  accident  which  oc¬ 
curred  in  Chicago,  Illinois,  on  May  3,  1960, 
when  said  Anthony  A.  Calloway  was  operat¬ 
ing  a  Government  motor  vehicle  in  the 
course  of  his  duties  as  an  employee  of  the 
United  States  Post  Office  Department  and  in 
full  satisfaction  of  the  judgment  and  costs 
entered  against  the  said  Anthony  A.  Calloway 
in  civil  action  numbered  64C531  in  the 
United  States  District  Court  for  the  Northern 
District  of  Illinois,  based  upon  said  accident. 
No  part  of  the  amount  appropriated  in  this 
Act  in  excess  of  20  per  centum  thereof  shall 
be  paid  or  delivered  to  or  received  by  any 
agent  or  attorney  on  account  of  services  ren¬ 
dered  in  connection  with  this  claim,  any  con¬ 
tract  to  the  contrary  notwithstanding.  Any 
person  violating  the  provisions  of  this  Act 
shall  be  deemed  guilty  of  a  misdemeanor  and 
upon  conviction  thereof  shall  be  fined  in  any 
,sum  not  exceeding  $1,000. 

.The  bill  was  ordered  to  be  engrossed 
and  read  a  third  time,  was  read  the  third 
timV  and  passed,  and  a  motion  to  recony 
sideiNyas  laid  on  the  table. 


H.R.  7026 


JOHN  R.  SYLVIA 

The  CleiV  called  the  bill  CH.R/ 12884) 
for  the  relieNof  John  R.  Sylt 

There  beings.no  objection/ the  Clerk 
read  the  bill,  aNf ollows : 

ILR.  12884 . 

Be  it  enacted  by  tftp  Senate  and  House  of 
Representatives  of  tKe/United  States  of 
America  in  Congress  i^sembled,  That  the 
Secretary  of  the  Treyur\is  authorized  and 
directed  to  pay,  ou X  of  any  money  in  the 
Treasury  not  otherwise  appropriated,  to  John 
R.  Sylvia,  the  sum  of  $350  inNull  settlement 
of  all  claims  /  the  said  Jonn.  R.  Sylvia 
against  the  Umted  States  for  reimbursement 
of  the  amount  paid  or  to  be  paickin  settle¬ 
ment  of  the  judgment  against  himVbtained 
in  civil  action  numbered  64— 116-C\in  the 
United  /tates  District  Court  for  the  District 
of  M/sachusetts,  as  a  result  of  a  motor 
vehi/e  collision  on  January  22,  1962,  in  New 
Bedford,  Massachusetts,  between  a  private^ 
o/ned  vehicle  and  a  vehicle  being  operatec 
fy  him  within  the  scope  of  his  employment 
rwith  the  United  States  Post  Office  Depart¬ 
ment.  The  payment  authorized  by  this  Act 
shall  be  made  on  the.  condition  that  the 
amount  so  received  shall  be  paid  in  settle¬ 
ment  of  such  judgment  or  that  the  said  John 
R.  Sylvia  has  made  payment  in  settlement 
of  such  judgment.  No  part  of  the  amount 
appropriated  in  this  Act  shall  be  paid  or 
delivered  to  or  received  by  any  agent  or  attor¬ 
ney  on  account  of  services  rendered  in  con¬ 
nection  with  this  claim,  and  the  same  shall 
be  unlawfull,  any  contract  to  the  contrary 
notwithstanding.  Any  person  violating  the 
provisions  of  this  Act  shall  be  deemed  guilty 
of  a  misdemeanor  and  upon  conviction 
thereof  shall  be  find  in  any  sum  not  exceed¬ 
ing  $1,000. 

The  bill  was  ordered  to  be  engrossed 
and  read  a  third  time,  was  read  the  third 
time,  and  passed,  and  a  motion  to  recon¬ 
sider  was  laid  on  the  table. 


NATHAN  LEVINE 

The  Clerk  called  the  bill  (H.R.  7026) 
for  the  relief  of  Nathan  Levine. 

There  being  no  objection,  the  Clerk 
read  the  bill,  as  follows: 


Be  it  enacted  by  the  Senate  and  House  /f 
Representatives  of  the  United  States /of 
America  in  Congress  assembled,  That  Nathan 
Levine,  of  New  York,  New  York,  is  Jfereby 
relieved  of  liability  to  the  United  s/tes  in 
the  amount  of  $2,287.80,  the  amount  of  an 
overpayment  to  him  of  salary  retention  pay¬ 
ments  in  the  period  beginning  /uly  1,  1962, 
and  ending  in  November  1964,/ecause  of  an 
administrative  error.  In  the  q*idit  and  settle¬ 
ment  of  the  accounts  of  any  certifying  or 
disbursing  officer  of  the  United  States,  credit 
shall  be  given  for  any /amount  for  which 
liability  is  relieved  by  this  Act. 

Sec.  2.  The  Secretary  of  the  Treasury  is 
hereby  authorized  and  directed  to  pay,  out  of 
any  money  in  th/  Treasury  not  otherwise 
appropriated,  to/ said  Nathan  Levine,  an 
amount  equal/  to  the  aggregate  of  the 
amounts  paicl/y  him,  or  withheld  from  sums 
otherwise  due  him,  in  complete  or  partial 
satisfaction  of  the  liability  to  the  United 
States  specified  in  the  first  section.  No  part 
of  the  /nount  appropriated  in  this  Act  in 
excess,bf  10  per  centum  thereof  shall  be  paid 
or  delivered  to  or  received  by  any  agent  or 
att/rney  on  account  of  services  rendered  in 
mection  with  this  claim,  and  the  same 
lall  be  unlawful,  any  contract  to  the  con¬ 
trary  notwithstanding.  Any  person  violating 
the  provisions  of  this  Act  shall  be  deemed 
guilty  of  a  misdemeanor  and  upon  convic¬ 
tion  thereof  shall  be  fined  in  any  sum  not 
exceeding  $1,000. 

With  the  following  committee  amend¬ 
ment: 

Page  2,  line  8,  strike  “in  excess  of  10  per 
centum  thereof”. 

The  committee  amendment  was  agreed 
to. 

The  bill  was  ordered  to  be  engrossed 
and  read  a  third  time,  was  read  the  third 
time,  and  passed,  and  a  motion  to  recon¬ 
sider  was  laid  on  the  table. 


WHITE  DEER  BAPTIST  CHURCH, 
ALLENWOOD,  PA. 

The  Clerk  called  the  bill  (H.R.  11253) 
to  provide  for  the  conveyance  of  certain 
real  property  of  the  United  States  situ¬ 
ated  in  the  State  of  Pennsylvania. 

There  being  no  objection,  the  Clerk 
read  the  bill,  as  follows: 

H.R.  11253 

Be  it  enacted  by  the  Senate  and  House  of 
Representatives  of  the  United  States  of 
America  in  Congress  assembled.  That  the  At¬ 
torney  General  is  authorized  and  directed  to 
conveyv  to  the  White  Deer  Baptist  Church, 
AllenwoPd,  Pennsylvania,  all  right,  title,  and 
interest  of  the  United  States  in  and  to  that 
portion  orYthe  4.32-acre  tract  of  land  de¬ 
scribed  in  section  2  of  this  Act  and  owned  by 
the  United  Spates  on  the  date  of  enactment 
of  this  Act  (which  portion  consists  of  2.73 
acres  more  or  less) ,  upon  payment  to  the 
United  States  by\r  on  behalf  of  the  White 
Deer  Baptist  ChurcIV  of  the  fair  market  value 
of  the  United  StatesNportion  (as  determined 
by  the  Attorney  General) . 

Sec.  2.  The  4.32-acre  tract  of  land  referred 
to  in  the  first  section  of  this  Act  is  described 
as  follows:  Beginning  at  aN?oint  in  the  cen¬ 
terline  of  L.R.  176  (old  StateRoute  44) ,  where 
township  route  433  intersectsNwith  L.R.  176; 

thence  from  said  point  norm  43  degrees 
35  minutes  west  a  distance  of  250.08  feet  to 
a  stake; 

thence  north  29  degrees  33  minuf/s  east  a 
distance  of  328.04  feet  to  a  stake; 

thence  north  51  degrees  24  minute\west 
a  distance  of  359.43  feet  to  a  stake; 

thence  south  62  degrees  3  minutes  w&st, 
a  distance  of  335.24  feet  to  a  point  marke 
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with  a  button  in  the  centerline  of  old  route 
44; 

thence  along  the  centerline  of  old  route  44 
south  48  degrees  9  minutes  east  a  distance  of 
260.48  feet  to  a  point  marked  with  a  button; 

thence  south  7  degrees  36  minutes  west  a 
distance  of  181.21  feet  to  an  iron  pipe; 

thence  south  66  degrees  40  minutes  east  a 
distance  of  405.53  feet  to  an  iron  pipe; 

thence  south  66  degrees  25  minutes  east  a 
distance  of  49.19  feet  to  the  centerline  of  L.R. 
176  (old  route  44),  the  place  of  beginning 
marked  with  a  button.  This  property  being 
completely  surrounded  by  the  Northeast 
United  States  Federal  Prison  Camp,  contain¬ 
ing  4.32  acres,  more  or  less. 

The  bilj  was  ordered  to  be  engrossed 
and  read  a  third  time,  was  read  the 
third  time,  and  passed,  and  a  motion  to 
reconsider  Was  laid:  on  the  table. 

Mr.  BOLAND.  Mr.  Speaker,  I  ask 
unanimous  consent  that  further  reading 
of  the  Private  Calendar  be  dispensed 
with. 

The  SPEAKER.  Is  there  objection  to 
the  request  of  ’the  gentleman  from  Mas¬ 
sachusetts?  \ 

There  was  no  Objection. 

The  SPEAKER.  This  concludes  the 
call  of  the  Private  Calendar. 


CALL  OF,  THE  HOUSE 

Mr.  PRICE.  Mr\  Speaker,  I  make  the 
point  of  order  that  h  quorum  is  not  pres¬ 
ent.  \ 

The  SPEAKER.  Evidently  a  quorum  is 
not  present.  \ 

Mr.  ALBERT.  Mr!  Speaker,  I  move 
the  call  of  the  House.  \ 

A  call  of  the  House  tyas  ordered. 

The  Clerk  called  the  roll,  and  the  fol- 


lowing  Members  failed  to  answer  to  their 
names :  \ 

[Roll  No.  102S  _ 

Baring 

Green,  Pa.  ( 

Olsen,  Mont. 

Barrett 

Hagan,  Ga. 

VO'Neill,  Mass. 

Byrne,  Pa. 

Halleck 

IPowell 

Cabell 

Hansen,  Idaho 

Resnick 

Carter 

Hansen,  Wash. 

Roncalio 

Chelf 

Hawkins 

Itooney,  N.Y. 

Clark 

Hebert 

Rooney,  Pa. 

Oolmer 

Holifleld 

St\  Onge 

Conyers 

Holland 

Scott 

Corbett 

Howard 

Sikes 

Craley 

Jones,  Mo. 

Sullivan 

Daddario 

Jones,  N.C. 

Teaaue,  Calif. 

Dague 

Leggett 

Thompson,  N.J. 

Dawson 

McCarthy 

Toll  \ 

Dickinson 

MacGregor 

Tuppar 

Diggs 

Martin,  Mass. 

Watkifts 

Downing 

Mathias 

Watson 

Duncan,  Oreg. 

Michel 

Whallea 

Edwards,  Ala. 

Miller 

Williams 

Ellsworth 

Morgan 

Willis  \ 

Fallon 

Morse 

Wilson,  \ 

Feighan 

Mosher 

Chari  esttl. 

Flood 

Goodell 

Murray 

Nix 

Young  \ 

The  SPEAKER.  On  this  rollcall\360 
Members  have  answered  to  their  names, 
a  quorum.  \ 

By  unanimous  consent,  further  pro¬ 
ceedings  under  the  call  were  dispensed 
with.  \ 


PARTICIPATION  SALES  ACT  OF  1966 

Mr.  MULTER.  Mr.  Speaker,  I  move 
that  the  House  resolve  itself  into  the 
Committee  of  the  Whole  House  on  the 
State  of  the  Union  for  the  further  con¬ 
sideration  of  the  bill  (H.R.  14544)  to  pro¬ 
mote  private  financing  of  credit  needs 
and  to  provide  for  an  efficient  and  order¬ 
ly  method  of  liquidating  financial  assets 


held  by  Federal  credit  agencies,  and  for 
other  purposes. 

The  motion  was  agreed  to. 

IN  THE  COMMITTEE  OF  THE  WHOLE 

Accordingly,  the  House  resolved  itself 
into  the  Committee  of  the  Whole  House 
on  the  State  of  the  Union  for  the  further 
consideration  of  the  bill  H.R.  14544,  with 
Mr.  Keogh  in  the  chair. 

The  CHAIRMAN.  When  the  Commit¬ 
tee  rose  on  yesterday  the  gentleman  from 
Texas  [Mr.  Patman]  had  1  hour  and  18 
minutes  remaining  and  the  gentleman 
from  New  Jersey  [Mr.  Widnall]  had  1 
hour  and  19  minutes  remaining.  Before 
the  Committee  rose  the  gentleman  from 
New  York  [Mr.  Fino]  had  the  floor.  The 
gentleman  from  New  York  [Mr.  FIno] 
has  19  minutes  remaining.  The  Chair 
now  recognizes  the  gentleman  from  New 
York  [Mr.  Fino], 

Mr.  FINO.  Mr.  Chairman,  I  rise  in 
opposition  to  this  legislation. 

At  the  very  inception.  I  would  like  to 
compliment  the  President  on  the  way 
he  is  manuevering  this  legislation  to¬ 
ward  passage.  We  on  the  minority  side 
have  pried  open  the  lid  of  this  fiscal  and 
monetary  receptacle,  but  I  regret  to  say 
that  we  have  not  been  too  successful  in 
publicizing  the  stench.  The  President, 
in  the  name  of  party  loyalty,  has  ordered 
the  majority  members  of  this  House  to 
put  on  their  gas  masks  and  smile.  This 
is  most  unfortunate.  I  am  asking  the 
majority  to  take  off  their  gas  masks,  take 
a  good  whiff  of  this  bill,  and  think  about 
their  country  instead  of  their  party. 

I  wish  the  distinguished  chairman  of 
the  Banking  and  Currency  Committee 
would  tell  us  how  he  can  abandon  his 
lifelong  philosophy  of  protecting  the 
farmer  and  small  homeowner  against 
high  interest  rates  so  that  a  few  big 
banks  can  get  windfall  profits  out  of 
participating  in  budget  trickery.  That  is 
what  this  bill  provides  for,  but  we  have 
not  had  a  chance  to  discuss  it. 

When  we  had  our  committee  meet¬ 
ing — it  came  on  the  day  after  the  Presi¬ 
dent  sent  his  message,  and  it  lasted  just 
3  hours.  I  had  a  telegram  from  the  pres¬ 
ident  of  the  National  Farmers  Union.  He 
wanted  to  testify  that  this  bill  would  hurt 
the  farmers,  but  he  never  got  a  chance. 
We  had  no  real  hearings  because  the 
President  told  the  majority  members  of 
this  House  to  hold  their  noses  and  smile 
no  matter  how  bad  the  legislation 
smelled.  And  just  to  be  sure,  the  Presi¬ 
dent  sent  his  emissary  to  the  committee 
room  to  make  certain  that  none  of  the 
majority  gagged  in  public. 

This  may  sound  like  melodrama.  The 
shame  is  that  is  is  not  melodrama,  it  is 
the  truth. 

This  bill  is  a  fiscal  and  monetary 
monster.  It  has  three  major  purposes. 
The  first  is  to  provide  a  mechanism  for 
budget  gimmickry — by  this  I  mean  ex¬ 
pensive  large-scale  loan  refinancing  in 
budget  deficit  years  in  order  to  get  budget 
receipts.  The  second  objective  is  the  in¬ 
direct,  undercover  expansion  of  a  num¬ 
ber  of  Government  loan  programs  which 
compete  with  private  credit.  The  third 
aim  is  to  reduce  the  power  of  Congress 
by  reducing  the  power  of  the  standing 
authorizing  committees  over  the  day-to¬ 


day  volume  of  Government  programs. 
There  may  well  be  a  fourth  aim  because 
the  Federal  Government,  through  the 
sale  of  high  interest  rate  participation 
certificates,  can  choke  the  money  mar¬ 
ket,  reducing  consumer  credit  lending, 
mortgage  lending  and  linked  industries 
like  homebuilding. 

I  would  like  to  describe  this  pooling 
program  in  some  detail  in  order  to  end 
some  misconceptions  brought  about  by 
the  administration’s  press  handouts.  In¬ 
cidentally,  the  press  was  briefed  on  the 
President’s  loan-pooling  message  in  the 
Fish  Room  of  the  White  House.  The 
President  must  have  a  sense  of  history. 
This  is  one  of  the  fishiest  programs  the 
administration  has  ever  unwrapped. 

The  administration  handouts  are  de¬ 
signed  to  give  the  impression  that  this 
pooling  proposal  is  a  conservative  way  of 
avoiding  increased  budget  expenditures 
for  new  loans  while  substituting  private 
funds  for  public  funds  tied  up  in  existing 
loans.  The  whole  process  is  described  in 
language  with  a  very  free-enterprising 
tone  to  it.  I  regret  to  say  that  all  of  this 
is  tantamount  to  fraud.  This  proposal  is 
not  conservative.  It  is  not  free-enter¬ 
prising.  It  is  not  straightforward.  This 
program  is  a  mechanism  for  budget  gim¬ 
mickry  and  economic  trickery  all  dressed 
up  in  fancy  language  and  cloaked  in  as 
much  secrecy  as  possible. 

The  majoriy  knows  this  very  well.  If 
this  legislation  were  any  good,  the  air 
would  echo  with  administration  self- 
praise  and  trumpeting.  Our  committee 
would  have  had  weeks  of  hearings  while 
administration  witnesses  made  more 
noise  than  a  carnival.  As  it  is,  the  ad¬ 
ministration  is  sneaking  this  bill  through 
Congress  with  all  the  fanfare  of  a  grave 
robbery.  There  is  good  reason  for  this, 
of  course.  This  bill  can  survive  intense 
congressional  scrutiny  about  as  well  as  a 
chocolate  bar  could  survive  a  hot  day. 

Through  the  mechanism  established  by 
this  legislation,  the  Government  proposes 
to  sell  participations  in  a  pool  including 
a  Government-wide  variety  of  loans. 
The  Government  is  not  selling  the  loans. 
That  should  be  made  clear.  It  is  selling 
participations  in  a  pool  of  loans.  The 
purchaser  gets  no  title  to  any  of  the 
loans.  Private  credit  is  not  taking  the 
place  of  Government  credit.  Private 
credit,  in  effect,  is  making  a  loan  to  the 
Government  with  Government  assets  as 
a  kind  of  collateral.  The  private  pur¬ 
chasers  however,  only  get  notes  for  their 
money,  they  get  nothing  like  a  mortgage 
or  possibility  of  title.  By  this  mech¬ 
anism,  the  Government  is  simply  borrow¬ 
ing  from  private  credit  sources  without 
going  through  the  Treasury.  The  ad¬ 
ministration  has  selfish  reasons  for  all 
this  trickery. 

The  administration  badly  needs  to  get 
receipts  from  private  sources  this  com¬ 
ing  fiscal  year.  They  cannot  afford  to 
get  money  through  Treasury  borrowing. 
It  may  be  cheaper  that  way,  but  it  is  no 
good  as  a  budget  gimmick.  Only  private 
receipts  will  count  as  pluses  in  the 
budget.  Treasury  borrowing  constitutes 
no  plus  on  budget  ledgers.  To  pull  off 
the  budget  gimmick,  the  administration 
has  to  avoid  going  through  Treasury 
borrowing. 
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That  is  why  I  believe  the  administra¬ 
tion  when  they  say  that  they  are  con¬ 
cerned  about  getting  private  funds 
instead  of  going  through  the  Treasury. 
They  want  private  funds  in  no  uncer¬ 
tain  terms  but  only  because  private 
funds,  and  private  funds  alone,  can  serve 
as  budget  receipts  so  as  to  camouflage 
the  budget  deficit. 

All  this  talk  about  getting  private 
credit  in  for  its  own  sake  is  a  lot  of  rub¬ 
bish.  This  administration  does  not  care 
one  iota  whether  private  credit  is 
fattened  or  flattened.  The  only  thing 
that  this  administration  really  cares 
about  is  its  own  political  neck. 

What  this  program  is  out  to  do  is  sim¬ 
ple.  In  the  guise  of  recruiting  private 
capital  to  take  over  the  burden  of  Gov¬ 
ernment  capital,  the  administration  is 
offering  a  program  the  real  thrust  of 
which  is— to  establish  a  mechanism 
through  which  the  extent  of  a  budget 
deficit  can  be  camouflaged  in  bad  years. 
This  will  be  done  by  bringing  in  private 
funds  through  loan  refinancing.  I  do 
not  have  to  remind  you  that  this  is  a 
mechanism  for  economic  and  political 
fraud. 

I  would  like  to  say  at  this  point  that  if 
the  administration  was  really  and  truly 
concerned  with  sharing  its  numerous 
loan  program  burdens  with  private  cred¬ 
it,  a  good  start  could  be  made  by  cutting 
back  a  few  of  the  more  unfair  Govern¬ 
ment  loan  programs.  Some  of  the  Gov¬ 
ernment  loan  progi’ams  are  openly  com¬ 
petitive  with  private  credit.  For  exam¬ 
ple,  the  General  Accounting  Office  re¬ 
ported  in  January  1966,  that  softie  20 
percent  of  Farmers’  Home  Administra¬ 
tion  housing  loans  are  made  in  competi¬ 
tion  with  private  credit  sources.  The 
statutes  specifically  prohibit  this.  These 
loans  are  among  those  earmarked  for 
the  pools. 

According  to  the  GAO,  the  loanmaking 
abuses  take  place  because  the  Farmers 
Home  Administration  county  agents  are 
more  interested  in  empire  building  than 
in  conforming  to  the  will  of  Congress. 
I  introduced  a  bill  to  tighten  the  law  to 
require  that  applicants  submit  evidence 
that  they  had  been  refused  credit  on 
reasonable  terms  before  they  can  get 
cheap  subsidized  credit.  This  bill  has 
gotten  nowhere.  It  would  inhibit  the 
political  powergrabbing  of  the  county 
agents. 

I  am  mentioning  the  Farmers’  Home 
loan  program  because  it  demonstrates  the 
complete  hypocrisy  of  any  interest  the 
administration  may  have  in  bringing  in 
private  credit.  Private  credit  should 
have  been  brought  in  before  the  unfair 
Farmers  Home  Administration  loans 
were  made  in  the  first  place.  Anything 
else  is  hypocrisy. 

I  am  not  picking  the  Farmers  Home 
Administration  loan  program  out  of  the 
air.  It  is  very  relevant  to  this  discussion. 
It  is  relevant  because  the  President  has 
proposed  to  pool  $600  million  worth  of 
Farmers  Home  Administration  loans  in 
fiscal  1967.  He  says  so  right  in  the  1967 
budget.  In  my  opinion,  this  is  about 
the  last  program  that  ought  to  be  ex¬ 
panded — unless  it  is  overhauled  and 
made  fair  to  private  credit.  Neverthe¬ 
less,  if  the  bill  we  have  before  us  today  is 
passed,  the  volume  of  Farmers  Home 


Administration  loans  will  be  increased, 
and  more  and  more  of  these  Government 
loans  will  be  made  in  competition  with 
private  credit  sources.  Frankly,  when  I 
think  about  the  Farmers  Home  Admin¬ 
istration  attitude  toward  private  credit, 
I  cannot  read  the  pious  statements  of 
the  administration  concerning  letting 
private  credit  take  over  the  job  via  the 
loan  pools  without  getting  just  a  bit 
queasy.  The  administration  wants  pri¬ 
vate  funds  for  budget  gimmickry.  Noth¬ 
ing  more  and  nothing  less. 

It  is  hard  for  me  to  see  how  anyone  can 
believe  that  any  of  the  administration’s 
talk  about  bringing  in  private  credit  has 
a  genuine  free- enterprise  motivation. 
Just  the  opposite  is  true.  The  pool  par¬ 
ticipation  sales  mechanism  will  increase 
the  total  volume  of  Government  loans 
because  of  refinancing.  The  net  result 
of  the  pooling  mechanism,  far  from  help¬ 
ing  private  credit,  will  be  to  shrink  the 
percentage  of  the  original  loan  market 
available  to  private  credit.  The  Federal 
Government  will  make  more  and  more 
loans  as  existing  loans  are  refinanced. 
Private  credit  will  shrink  back  into  a 
subsidiary  role. 

Now  I  am  not  saying  that  some  pri¬ 
vate  lenders  will  not  profit  handsomely 
from  the  pools.  As  a  matter  of  fact, 
a  number  of  big  institutions  will  be  on 
the  receiving  end  of  nice  fat  windfalls. 
What  I  am  saying  is  that  government 
lending  will  account  for  more  and  more 
of  the  original  loans  made  in  the  United 
States  if  we  allow  the  many  Govern¬ 
ment  agencies  to  refinance  their  paper 
and  thus  get  funds  to  increase  their  loan 
volume.  Private  credit  sources,  like 
banks  and  insurance  companies  will 
be  allowed  to  buy  participations  in  the 
government  loan  programs,  but  they  will 
gradually  be  squeezed  out  of  making 
the  initial  loans.  Ultimately,  such  a 
trend  would  lead  to  the  Government 
doing  all  the  initial  lending  with  bank¬ 
ers  being  relegated  to  the  postion  of 
coupon-clipping  de  facto  civil  servants 
who  can  invest  only  in  regulated  partici¬ 
pations  at  regulated  rates. 

Now,  when  bankers  are  put  in  a  corner 
like  that,  they  will  not  survive  long.  A 
lot  of  bankers  and  institutions  are  going 
to  make  a  lot  of  money  out  of  these 
participations  because  of  the  fact  that 
private  credit  is  still  important  in  this 
country,  and  it  still  must  be  catered  to. 
But  when  more  and  more  of  the  Nation’s 
credit  is  socialized,  bankers  are  no  longer 
going  to  be  able  to  rate  windfalls.  In 
Soviet  Russia,  I  believe  the  Government 
controls  all  aspects  of  finance  and  in¬ 
vestment  except  that  the  people  are  free 
to  buy  low-interest  government  bonds. 
I  would  hate  to  see  the  day  come  in  these 
United  States  where  Government  paper 
is  the  only  investment  available,  but  this 
bill  is  decidedly  a  step  in  that  direction. 

To  move  onto  another  aspect  of  this 
program,  I  think  I  ought  to  mention 
the  great  expense  it  entails.  It  has  been 
admitted,  many  times,  by  the  adminis¬ 
tration,  that  a  premium  is  being  paid  to 
avoid  Treasury  financing  so  that  private 
money  can  be  brought  in.  I  hope  I  have 
made  it  plain  that  these  funds  are  being 
sought  not  for  their  own  sake  but  for 
the  sake  of  budget  manipulation.  But 
for  whatever  reason  the  private  funds 


are  being  sought,  they  will  cost  about  a 
half  a  percentage  point  more  in  interest 
than  funds  borrowed  through  the  Treas¬ 
ury.  This  extra  premium — which  should 
be  labeled  “budget  gimmickry  expense” — 
is  going  to  cost  the  American  taxpayer 
millions  a  year. 

This  whole  pool  mechanism  is  designed 
to  cost  extra,  unnecessary  tax  dollars  be¬ 
cause  it  is  designed  to  enable  the  Govern¬ 
ment  to  refinance  its  paper  for  budget 
deficit  camouflage  purposes  in  just  those 
inflationary  budget  deficit  years  when 
interest  rates  will  be  at  their  highest. 
This  mechanism  will  not,  by  its  very  na¬ 
ture,  serve  as  a  mechanism  for  refinanc¬ 
ing  government  paper  in  years  when  the 
Government  can  get  the  best  rates.  On 
the  contrary,  the  Government  will  use 
the  pool  refinancing  device  in  just  those 
yeai's  when  the  rates  it  will  have  to  pay 
will  be  highest  because  of  inflationary 
budget  deficits. 

This  program  makes  no  economic  sense 
if  you  are  not  interested  in  expanding 
Government  loan  programs  and  camou¬ 
flaging  budget  deficits.  It  makes  only 
political  sense.  I  can  see  why  the  Presi¬ 
dent  wants  this  program.  It  is  an  at¬ 
tempt  to  keep  economic  chickens  from 
coming  home  to  roost. 

Not  only  will  this  program  hurt  the  tax¬ 
payer  by  soaking  him  for  high  refinanc¬ 
ing  costs  in  just  those  years  when  re¬ 
financing  is  most  expensive,  but  it  will 
hurt  him  by  keeping  the  Federal  budget 
safe  for  waste  and  thus  maintaining  the 
need  for  unnecessarily  high  taxes. 

With  this  device,  the  administration 
can  balance  budgets.  Using  this  mech¬ 
anism,  the  administration  can  try  to 
justify  excess  spending  instead  of  recog¬ 
nizing  budget  imbalances  and  cutting 
spending.  There  are  some  who  will  say 
that  this  device  enables  the  administra¬ 
tion  to  avoid  a  tax  increase.  I  say  that 
this  device  enables  the  administration  to 
refuse  to  face  up  to  budget  facts.  This 
refusal  keeps  the  budget  bloated  and  the 
need  for  taxes  higher  than  it  might 
otherwise  be.  Excess  spending  means 
high  taxes — and  this  program  is  designed 
to  maximize  Federal  spending. 

I  have  said  that  this  program  keeps 
the  budget  safe  for  waste.  It  does  this 
and  more.  Not  only  does  this  mecha¬ 
nism  bring  in  receipts  which  can  be 
counted  on  the  plus  side  of  the  budget 
ledger,  it  also  eliminates  the  need  for 
certain  new  obligational  authority  on  the 
minus  side  of  the  ledger.  This  is  double 
trickery.  Sale  of  $4  billion  worth  of  par¬ 
ticipations  can  knock  out  an  $8  billion 
budget  deficit.  This  is  accomplished  by 
chalking  up  $4  billion  more  on  the  plus 
side  and  using  these  receipts,  already 
counted  on  the  plus  side,  to  wipe  out  the 
need  for  up  to  $4  billion  worth  of  new 
obligational  authority  in  the  loan  pro¬ 
grams  in  question.  This  is  an  unparal¬ 
leled  budget  gimmick. 

The  CHAIRMAN  pro  tempore  (Mr. 
Udall)  .  The  time  of  the  gentleman 
from  New  York  has  expired. 

Mr.  FINO.  Mr.  Chairman,  I  yield  my¬ 
self  10  additional  minutes. 

Since  this  kind  of  gimmickry  can 
knock  out  a  $8  billion  budget  deficit  with 
$4  billion  worth  of  receipts,  it  can  make 
the  budget  safe  for  $8  billion  worth  of 
waste.  In  this  way,  the  pool  gimmick 
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can  give  the  Government  camouflage  for 
spending  much  more  than  it  takes  in. 
The  pool  gimmick  will  make  the  budget 
safe  for  waste.  The  only  way  the  Gov¬ 
ernment  will  get  the  money  to  pay  for 
this  waste  is  to  have  higher  taxes  than 
would  have  been  necessary  if  spending 
had  been  reduced  to  cope  with  a  deficit 
budget.  This,  then,  is  a  bill  which  will 
pave  the  way  for  higher  taxes.  Higher 
spending  equals  higher  taxes.  They  go 
together  like  a  horse  and  carriage. 

Besides  contributing  to  eventual 
higher  taxes,  this  program  is  also  highly 
inflationary.  It  will  push  up  interest 
rates  in  the  money  markets  and  it  will 
increase  Government  spending  by  taking 
the  pressure  off  budget  deficits.  All  this 
is  inflationary. 

I  do  not  see  how  my  liberal  friends  on 
the  Banking  Committee  can  sit  still  and 
swallow  this  one.  They  know  very  well 
that  this  program  will  encourage  deficit 
spending — which  in  turn  results  in  infla¬ 
tion  and  more  taxes.  They  know  this. 
They  know  this  is  an  expensive  budget 
gimmick.  They  know  it  well.  They 
know  that  private  credit  is  not  sought  for 
its  own  sake,  but  because  it  offers  budget 
gimmickry  opportunities  cheaper  Treas¬ 
ury  financing  would  not.  They  know 
that  the  American  people  are  going  to 
pay  through  the  nose  here  to  save  the 
President’s  political  neck.  What  is 
worse,  they  know  that  this  program  will 
hurt  homebuyers  and  millions  of  other 
“little  people”  who  need  to  borrow 
money.  Who  will  it  help?  They  know 
that,  too.  This  program  will  help  the 
President  and  it  will  help  the  fat  cat 
bankers  and  insurance  companies  who 
are  going  to  buy  the  participation  certifi¬ 
cates.  The  fat  cats  are  going  to  get  a 
windfall.  Fat  cat  cooperation  has  been 
bought  in  advance  so  that  the  President 
can  have  a  budget  gimmick  to  save  his 
political  hide. 

Why  do  I  say  this?  I  say  it  because 
the  little  guy,  the  man  on  the  street,  has 
been  cut  out  of  this  windfall.  The  ad¬ 
ministration  is  limiting  participation 
certificates  to  denominations  of  $5,000  or 
over.  If  you  don’t  have  $5,000,  then  you 
have  to  buy  Government  bonds.  You  can 
believe  all  the  patriotic  posters  and  line 
up  at  the  Government  window  to  buy 
Government  bonds.  You  will  not  get  a 
high  interest  rate  being  a  patriot.  You 
will  do  much  better  if  you  sneak  around 
to  the  back  door  where  the  President  is 
going  to  give  the  fat  cats  5%  percent  on 
their -'money  just  for  clipping  coupons 
and  helping  the  President  of  the  United 
States  put  one  over  on  the  people. 

Because  the  fat  cats  will  get  such  a  big 
windfall  from  putting  their  millions  and 
billions  in  participations,  I  think  we  can 
be  sure  that  they  will  lose  any  desire 
they  now  have — not  that  they  have  much 
now — to  put  their  money  into  mortgages. 
Even  if  the  Government  tries  to  expand 
its  mortgage  insurance  program,  it  will 
get  nowhere  because  participations  are 
more  attractive  to  investment  funds. 
Who  would  buy  VA-insured  or  FH A -in¬ 
sured  mortgages  at  5%  percent,  assum¬ 
ing  service  costs  or  paying  a  one-half 
percent  service  charge,  when  you  can  get 
5’/2  percent  on  participation  certificates 
just  by  clipping  coupons?  This  pool  gim¬ 


mick  is  going  to  clobber  the  mortgage 
market.  That  is  why  the  President  of  the 
National  Farmers  Union  wanted  to  tes¬ 
tify  against  it.  That  is  why  the  mortgage 
bankers  and  construction  people  are  sus¬ 
picious.  But  none  of  these  people  got 
a  chance  to  appear  before  our  commit¬ 
tee.  Only  a  magician  could  have  made 
it  before  our  committee.  We  had  one  day 
of  hearings.  The  administration  closed 
the  lid  on  the  garbage  pail  the  day  after 
it  was  opened.  Nobody  had  a  chance  to 
say  a  word. 

Mr.  GROSS.  Mr.  Chairman,  will  the 
gentleman  yield? 

Mr.  FINO.  I  yield  to  the  gentleman 
from  Iowa. 

Mr.  GROSS.  First,  I  want  to  com¬ 
mend  the  gentleman  from  New  York  for 
his  statement.  Now,  am  I  correctly  in¬ 
formed  that  this  dinky  print  of  60  pages 
constitutes  all  of  the  hearings,  although 
at  least  30  of  those  pages  are  dedicated 
to  letters  of  transmittal  and  statements 
by  administration  witnesses?  Can  this 
possibly  constitute  the  hearings  on  a  bill 
of  such  ramifications  as  this  measure? 

Mr.  FINO.  I  am  sorry  to  inform  the 
gentleman  from  Iowa  that  he  is  correct. 
We  only  had  about  3  hours  of  hearings 
on  this  bill.  As  a  matter  of  fact,  the 
Committee  on  Rules  had  more  protracted 
hearings  on  this  legislation. 

Mr.  GROSS.  This  is  really  fantastic. 

Mr.  FINO.  It  certainly  is. 

Mr.  GROSS.  I  cannot  recall  any 
other  legislation  where  the  Committee 
on  Rules  held  longer  hearings  than  the 
committee  which  has  the  legislation  in 
charge.  In  my  time  in  Congress  I  have 
never  seen  anything  like  this.  I  think 
this  attests  to  the  gentleman’s  statement 
that  this  is  one  of  the  most  fraudulent 
bills  that  was  ever  brought  before  the 
House  of  Representatives. 

Mr.  MULTER.  Mr.  Chairman,  will 
the  gentleman  yield  for  a  correction? 

Mr.  LATTA.  Mr.  Chairman,  will  the 
gentleman  yield? 

Mr.  FINO.  I  yield  to  the  gentleman 
from  Ohio. 

Mr.  LATTA.  First  of  all,  let  me  com¬ 
mend  the  gentleman  from  New  York  on 
the  very  forthright  statement  that  he  is 
making  here  today.  It  is  one  of  the  best 
statements  that  I  have  heard  on  this  bill. 
I  listened  to  the  tesimony  before  the 
Comimttee  on  Rules,  and  I  just  want  to 
say  it  was  pointed  out  before  the  Com¬ 
mittee  on  Rules  that  there  were  several 
serious  defects  in  this  legislation  and 
some  amendments  were  even  proposed 
before  the  Committee  on  Rules.  That  is 
something  unprecedented  and  points  up 
the  seriousness  of  this  matter.  This  leg¬ 
islation  is  in  need  of  extensive  legislation 
surgery.  I  would  like  to  call  to  the  at¬ 
tention  of  the  House  a  May  10  UPI  wire 
story,  which  reads  as  follows : 

Washington. — Organized  labor  joined  Re¬ 
publicans  today  in  seeking  defeat  of  Presi¬ 
dent  Johnson’s  high-priority  plan  to  refi¬ 
nance  Government-sponsored  loan  programs ' 
with  private  investments. 

A  labor  memo  was  sent  to  Congressmen 
urging  defeat  of  the  financing  plan  whereby 
the  administration  would  sell  $4.2  billion  in 
shares  of  Government  loan  programs  for 
farmers,  veterans  housing,  education,  and 
colleges.  Through  the  private  participation 
in  the  Government  programs,  the  adminis¬ 


tration  will  be  able  to  reduce  its  budget 
expenditures. 

Angus  McDonald,  director  of  research  for 
the  Farmers  Union,  said  that  the  union,  the 
National  Grange,  and  the  AFL-CIO  “are  op¬ 
posed”  because  it  will  “increase  the  cost  to 
the  taxpayer  while  lining  the  pockets  of  the 
big  city  bankers.” 

The  House  Banking  Committee,  which 
hopes  to  bring  the  measure  to  the  House 
floor  tomorrow,  agrees  that  the  proposal  will 
hike  interest  costs  the  Government  will  have 
to  pay  to  private  investors  but  said  the  in¬ 
crease  will  be  “relatively  minor”  compared  to 
Government  interest  costs  for  conventional 
financing. 

The  proposed  bill  has  passed  the  Senate 
but  has  been  bogged  down  in  the  House 
Rules  Committee  which  is  expected  to  give  a 
green  light  tomorrow  for  floor  action. 

The  labor  opposition  gave  encouragement 
to  Republicans  who  plan  an  all-out  fight  to 
defeat  the  measure  which  they  have  attacked 
as  a  “gimmick”  to  make  the  budget  look 
smaller. 

The  labor  letter  said  the  measure  “will 
’cause  an  increase  in  money  cost  on  all  loans 
not  covered  by  ceilings.  It  will  increase  pres¬ 
sure  to  do  away  with  or  raise  interest  ceil¬ 
ings.  It  will  tighten  money  in  the  home 
mortgage  market.  This  bill  is  not  in  the 
interest  of  farmers  and  others  who  depend 
on  credit.” 

This  story  indicates  the  widespread  op¬ 
position  to  this  bill.  The  gentleman  re¬ 
ferred  to  this  opposition  earlier.  I  agree 
that  this  bill  is  for  the  “fat  cats”  and  has 
nothing  in  it  for  small  investors  or  the 
taxpayers. 

Mr.  FINO.  I  want  to  thank  the  gen¬ 
tleman  from  Ohio. 

Now  I  yield  to  the  gentleman  from 
New  York. 

Mr.  MULTER.  Mr.  Chairman,  in  the 
gentleman’s  colloquy  with  the  gentle¬ 
man  from  Iowa  he  agreed  with  him  that 
we  had  very  short  hearings  on  H  R.  14544 
In  the  Committee  on  Banking  and  Cur¬ 
rency.  While  I  am  sure  the  gentleman 
made  the  statement  in  the  best  of  faith 
and  with  the  highest  of  motives,  and 
while  I  would  not  call  his  statement 
fraudulent,  it  was  certainly  erroneous, 
because  H  R.  14544  is  in  principle  the 
counterpart  of  S.  2499  on  which  the  Com¬ 
mittee  on  Banking  and  Currency  con¬ 
ducted  4  days  of  hearings  which  are 
printed  to  the  extent  of  300  pages.  We 
certainly  did  not  have  to  repeat  all  of 
that  when  we  had  the  hearings  on  the  bill 
now  before  us. 

Mr.  FINO.  The  gentleman  knows  full 
well  that  the  hearings  we  had  on  the 
Small  Business  Administration  concern 
themselves  only  with  small  business. 
This  hearing  of  3  hours  that  we  had  on 
this  legislation  we  are  considering  today 
lasted  only  3  hours.  There  were  other 
agencies  that  were  included,  and  there 
were  people  that  wanted  to  testify  before 
the  committee  and  were  not  given  the 
opportunity. 

Mr.  MULTER.  Mr.  Chairman,  will  the 
gentleman  yield  further? 

Mr.  FINO.  I  yield  further  to  the 
gentleman  from  New  York. 

Mr.  MULTER.  Let  me  call  the  gentle¬ 
man’s  attention  to  the  fact  that  while 
we  were  dealing  with  SBA  there  we  con¬ 
sidered  the  counterpart  of  this  bill,  the 
Senate  bill  that  was  before  us  at  the 
time,  we  had  as  witnesses  the  Director 
of  the  Bureau  of  the  Budget,  the  Under 
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Secretary  of  Treasury,  the  President  of 
the  FNMA  Corporation,  and  a  host  of 
other  witnesses. 

There  are  two  and  a  half  pages  of  in¬ 
dex  naming  all  of  the  witnesses  that 
were  before  us. 

The  CHAIRMAN.  The  time  of  the 
gentleman  from  New  York  has  expired. 

Mr.  FINO.  Mr.  Chairman,  I  yield  my¬ 
self  3  additional  minutes. 

Mr.  GROSS.  Mr.  Chairman,  will  the 
gentleman  yield  at  this  time? 

Mr.  FINO.  I  would  prefer  not  to  yield 
to  the  gentleman  from  Iowa  until  I  finish 
my  statement. 

Mr.  Chairman,  one  of  the  things  the 
administration  has  done  to  push  this 
bill  is  to  collect  letters  in  support  of  it 
from  veterans’  organizations.  The  ad¬ 
ministration  has  told  the  veterans’ 
groups  that  this  pool  proposal  will  help 
them  in  some  vague  way.  Actually,  VA- 
insured  mortgages  are  already  eligible 
for  pooling  and  refinancing.  The  ad¬ 
ministration  has  given  the  veterans’ 
groups  a  bill  of  goods.  They  have  no 
reason  to  care  about  this  bill,  and  I 
know  they  do  not. 

I  am  on  the  Veterans’  Affairs  Commit¬ 
tee,  and  I  think  I  am  considered  d  pretty 
good  friend  of  the  veterans’  groups. 
This  bill  does  nothing  for  the  veterans  of 
America.  It  only  benefits  the  President 
and  the  fat  cats. 

I  am  really  amazed  that  the  majority 
of  the  Banking  Committee  can  sit  here 
and  support  this  legislation.  I  would 
like  to  ask  the  distinguished  chairman  of 
the  Banking  Committee,  the  gentleman 
from  Texas,  how  he  can  forget  his  farm¬ 
ers  and  would-be  homebuyers  back  home 
and  support  a  program  that  will  give  a 
windfall  to  his  bitter  enemies,  the  big 
bad  banks  of  New  York?  How  can  he 
vote  for  a  program  that  mocks  the  poor 
people  who  scrimp  to  buy  Government 
bonds  by  letting  only  the  fat  cats  qualify 
for  the  big  profits?  How  can  he  vote 
for  a  program  that  gives  the  little  guy 
inflated  prices  and  taxes,  plus  high  in¬ 
terest  rates,  while  the  fat  cat  gets  a 
windfall  that  will  take  most  of  the  pain 
out  of  the  expansion  of  socialized  credit? 

Only  a  blank-check  Congress  would 
vote  this  kind  of  program  just  to  help  the 
President  pull  a  budget  gimmick.  I 
would  also  note  in  passing  that  Congress 
will  be  voting  away  some  of  its  own 
power  if  it  passes  this  bill.  The  stand¬ 
ing  authorizing  committees  will  clearly 
lose  effective  control  over  the  volume  of 
agency  loan  programs.  The  only  safe¬ 
guard  will  be  the  amount  of  refinancing 
involved. 

I  trust  that  the  majority  will  take  this 
unperfumed  view  of  the  pools  legisla¬ 
tion  to  heart.  I  trust  the  Congress  will 
not  vote  for  higher  spending,  inflation, 
higher  taxes,  higher  mortgage  costs  to 
the  little  guy  and  a  windfall  for  the  fat 
cats.  It  would  be  a  shameful  thing  for 
Congress  to  do. 

If  the  President  is  not  above  doing 
something  like  this,  I  am  confident  that 
the  Congress  is.  I  urge  the  defeat  of 
H.R. 14544. 

Mr.  MULTER.  Mr.  Chairman,  I  yield 
myself  10  minutes. 

(Mr.  MULTER  asked  and  was  given 
Pei-mission  to  revise  and  extend  his  re¬ 
marks.) 


Mr.  MULTER.  Mr.  Chairman,  I  have 
heard  a  lot  of  noise  in  the  last  day  and 
a  half  during  the  debate  on  this  bill. 

I  do  not  object  particularly  in  an  elec¬ 
tion  year  to  political  demagogery.  I  do 
not  blame  my  Republican  friends  for  try¬ 
ing  to  make  out  a  political  case.  But, 
listen  carefully  to  some  of  the  amend¬ 
ments  they  will  offer  when  we  get  to  the 
5 -minute  rule  and  see  how  inconsistent 
they  are. 

You  have  heard  this  bill  attacked  by 
name  calling  and  the  use  of  adjectives 
that  were  better  reserved  for  use  outside 
of  this  Chamber.  They  accuse  us  of  con¬ 
cealment  and  deception - 

Mr.  HALL.  Mr.  Chairman,  in  order 
that  we  may  have  the  whole  truth,  I 
make  the  point  of  order  that  a  quorum  is 
not  present. 

The  CHAIRMAN  pro  tempore  (Mr. 
Udall)  .  The  gentleman  from  Missouri 
makes  the  point  of  order  that  a  quorum 
is  not  present.  The  Chair  will  count. 
[After  counting.]  Fifty-one  Members  are 
present,  not  a  quorum.  The  Clerk  will 
call  the  roll. 

The  Clerk  called  the  roll,  and  the  fol- 


lowing  Members  failed  to  answer  to  their 
names: 

[Roll  No.  103] 

Baring 

Hansen,  Wash. 

Pool 

Barrett 

Harvey,  Ind. 

Powell 

Byrne,  Pa. 

Hawkins 

Resnick 

Cabell 

Hubert 

Roncalio 

Chelf 

Holland 

Rooney,  N.Y. 

Clark 

Howard 

Rooney,  Pa. 

Colmer 

Jones,  Mo. 

St.  Onge 

Cooley 

Leggett 

Scott 

Corbett 

McCarthy 

Smith,  Calif. 

Craley 

McCulloch 

Sullivan 

Daddario 

McEwen 

Teague,  Tex. 

Dague 

MacGregor 

Thompson,  N.J. 

Dawson 

Mailliard 

Toll 

Dent 

Martin,  Mass. 

Tupper 

Dickinson 

Mathias 

Van  Deerlin 

Diggs 

Michel 

Watkins 

Downing 

Miller 

Watson 

Ellsworth 

Morgan 

White,  Idaho 

Feighan 

Murray 

Williams 

Flood 

Nix 

Willis 

Gray 

O’Brien 

Wilson, 

Green,  Pa. 

O'Konski 

Charles  H. 

Hagan,  Ga. 
Halleck 
Hansen,  Idaho 

Olsen,  Mont. 
O’Neill,  Mass. 
Poff 

Wright 

Accordingly,  the  Committee  rose;  and 
the  Speaker  having  resumed  the  chair, 
Mr.  Keogh,  Chairman  of  the  Committee 
of  the  Whole  House  on  the  State  of  the 
Union,  reported  that  that  Committee, 
having  had  under  consideration  the  bill 
(H.R.  14544),  and  finding  itself  with¬ 
out  a  quorum,  he  directed  the  roll  to 
be  called  when  358  Members  responded 
to  their  names,  a  quorum,  and  he  sub¬ 
mitted  herewith  the  names  of  the  ab¬ 
sentees  to  be  spread  upon  the  Journal. 

The  Committee  resumed  its  sitting. 

Mr.  MULTER.  Mr.  Chairman,  while 
I  did  not  instigate  the  point  of  order 
which  brought  the  Members  to  the  Com¬ 
mittee,  I  must  say  that  I  am  flattered 
by  the  fact  that  the  making  of  a  point  of 
order  was  prefaced  by  the  gentleman 
who  made  it  by  the  statement  that  he 
would  like  to  have  Members  hear  the 
whole  truth. 

Mr.  Chairman,  I  was  about  to  say  that 
there  have  been  charges  made  against 
those  who  sponsored  this  bill  of  con¬ 
cealment,  sleight  of  hand,  trickery,  and 
deception. 

Mr.  Chairman,  I  do  not  know  of  any¬ 
thing  that  has  had  the  light  of  day  as 
much  as  and  for  as  long  as  this  bill  has 


had  it.  The  accusations  that  have  been 
made  against  it  cannot  be  sustained. 

As  I  have  indicated  earlier,  Mr.  Chair¬ 
man,  this  subject  has  been  under  discus¬ 
sion  in  public  and  in  private  and  in  our 
committee  for  a  long  time. 

What  we  are  doing  here  is  not  some¬ 
thing  new.  It  is  something  that  the 
Government  has  been  doing  for  many, 
many  years. 

Mr.  Chairman,  when  the  committee 
had  before  it — I  mean  the  Committee  on 
Banking  and  Currency  had  before  it — 
S.  2499,  which  is  the  counterpart  in  prin¬ 
ciple  of  H.R.  14544  which  we  are  con¬ 
sidering  today,  we  took  some  300  pages 
of  testimony  over  a  period  of  4  days. 
The  list  of  witnesses  is  contained  in  a 
3 1/2 -page  index,  prefaced  to  those 
hearings. 

All  those  who  wanted  to  be  heard  by 
the  committee  on  the  subject  were  heard, 
both  pro  and  con. 

Mr.  Chairman,  the  statement  that  is 
made  to  the  Members  of  the  Committee 
of  the  Whole  House  that  there  was  a 
longer  hearing  held  before  the  Commi- 
tee  on  Rules  than  there  was  before  the 
Committee  on  Banking  and  Currency  on 
this  bill  is  accurate  as  far  as  it  goes. 
But  it  does  not  go  far  enough.  The  fact 
is  that  the  principle  and  details  have 
been  fully  and  fairly  discussed.  Our 
Republican  friends  have  insisted  and  will 
muster  every  possible  fact  and  argu¬ 
ment  available.  This  hardly  smacks  of 
secrecy. 

Mr.  WIDNALL.  Mr.  Chairman,  will 
the  gentleman  yield? 

Mr.  MULTER.  In  a  moment. 

Mr.  WIDNALL.  The  gentleman  has 
just  made  a  direct  statement  about  the 
hearings  on  this  bill. 

Mr.  MULTER.  Yes,  I  did.  And,  when 
I  say  this  bill,  I  mean  H.R.  14544  and  its 
counterpart,  S.  2499. 

Mr.  WIDNALL.  That  is  not  on  this 
bill. 

Mr.  MULTER.  One  can  quibble  over 
this  as  much  as  one  likes,  but  when  a 
bill  is  introduced  on  a  subject  in  the 
other  body,  and  another  bill  is  intro¬ 
duced  in  this  body  on  the  same  subject, 
we  are  both  considering  the  same  princi¬ 
ple.  Now  quibble  as  much  as  you  like 
about  it.  An  attempt  to  legislate  a 
method  of  conduct  for  an  agency  in  sell¬ 
ing  Government  obligations  and  partici¬ 
pations  therein,  is  the  same  whether  it 
concerns  1  Government  agency  or  50 
agencies  of  the  same  Government. 

Mr.  WIDNALL.  Mr.  Chairman,  will 
the  gentleman  yield? 

Mr.  MULTER.  I  will  yield  as  soon  as 
I  get  through  with  my  statement.  I 
asked  the  gentleman  to  yield  to  me  when 
he  had  the  time  and  he  did  not  see  fit 
to  do  so.  I  asked  the  gentleman  who  pre¬ 
ceded  him  to  yield  to  me  when  he  had 
the  floor  and  he  refused  to  do  so.  When 
I  get  through  with  my  statement,  I  will 
yield  to  anybody  who  has  a  question  to 
ask  and  answer  it  and  answer  anything 
that  anybody  says  to  the  contrary  of 
what  I  say  here. 

The  fact  ofthe  matter  is  that  this  was 
not  done  in  secret.  It  was  done  out  in 
the  open.  If  Members  who  are  opposing 
this  bill  did  not  hear  the  President’s 
message  when  it  was  read  by  the  Clerk 
of  the  House,  then  know  that  it  was 
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spread  upon  the  Congressional  Record 
in  full — then  go  and  read  it  before  talk¬ 
ing  anymore  about  secrecy. 

If  you  do  not  know  what  is  in  the  bill, 
I  say,  read  it.  If  you  do  not  know  what 
is  printed  in  the  hearings,  I  say  to  you, 
read  the  record  of  the  hearings.  They 
come  here  and  try  to  make  charges  that 
may  sound  very  fine  when  they  are  mak¬ 
ing  political  speeches,  but  remember,  the 
people  back  home  can  read.  They  will 
read  this  debate.  You  cannot  expunge 
this  debate  from  the  Record  which  is 
being  made  here  for  them  to  read.  When 
they  do  read  it,  they  will  know  who  is 
telling  the  whole  truth. 

Now  let  us  consider  this  for  a  moment 
without  all  the  adjectives  that  have  been 
used.  Let  us  consider  what  the  bill  does 
and  what  we  are  trying  to  do  here. 

At  the  outset,  understand  that  the 
Small  Business  Administration,  the  Ex¬ 
port-Import  Bank,  the  Veterans’  Ad¬ 
ministration,  Fannie  Mae,  FHA,  PHA — 
the  Public  Housing  Administration - 

Mr.  WIDNALL.  Mr.  Chairman,  will 
the  gentleman  yield  in  the  connection? 

Mr.  MULTER.  Mr.  Chairman,  I  do 
not  yield. 

Mr.  WIDNALL.  That  is  not  in  the 
bill.  Where  is  it? 

Mr.  MULTER.  Read  the  bill  and 
hearings  and  you  will  find  what  is  in  the 
bill  and  what  we  are  talking  about. 

Everyone  of  these  agencies  that  I  have 
mentioned  and  others  that  I  have  not 
mentioned  have  been  carrying  out  this 
identical  practice  which  we  are  trying 
to  correct  and  control  by  this  bill. 

They  have  been  selling  Government- 
owned  obligations  as  long  as  the  Govern¬ 
ment  has  been  lending  money.  As  long 
as  the  Government  has  been  receiving 
obligations  of  debtors  for  Government 
loans,  these  agencies  of  our  Government 
have  been  selling  them.  Call  them  what 
you  will — mortgages,  bonds,  or  obliga¬ 
tions — they  are  assets  which  we  have 
been  selling  and  will  continue  to  sell. 

When  we  found  during  the  hearings 
that  we  conducted  on  this  subject  matter 
involved  in  this  very  bill,  we  found  at 
least  one  agency  was  not  doing  the  kind 
of  job  that  it  should  be  doing  in  dealing 
with  Government  assets. 

This  bill  is  to  control  every  last  one  of 
these  agencies.  By  this  bill  the  Congress 
will  make  sure  that  they  do  not  run  wild 
in  disposing  of  these  obligations  that  are 
owned  by  the  U.S.  Government. 

You  can  put  it  any  way  that  you  like 
when  you  discuss  the  budget.  You  can 
put  it  any  way  you  like  in  doing  the 
bookkeeping.  The  fact  of  the  matter  is 
that  when  the  Government  borrows 
money  and  issues  its  obligation  whoever 
owns  that  obligation  has  an  asset.  Like¬ 
wise,  when  the  Government  lends  money 
it  receives  an  obligation  to  repay  the 
money.  That  is  an  asset  that  the  Gov¬ 
ernment  owns. 

You  should  be  the  first  ones  to  try 
to  get  those  obligations  that  are  owned 
by  the  Government  into  the  hands  of 
those  people  who  can  afford  to  buy  them 
and  who  can  afford  to  hold  them. 

There  has  been  considerable  doubt 
raised  here  as  to  what  has  been  happen¬ 
ing  to  the  controls  which  we,  the  Con¬ 
gress,  exercise  over  the  Federal  lending 


programs.  Let  me  reassure  any  and 
every  Member  who  wants  to  be  reassured, 
that  this  Participation  Sales  Act  not  only 
will  maintain  the  controls  that  we  now 
have  but  it  will  extend  those  controls  to 
the  process  of  pooling  these  assets  of  the 
Federal  portfolio  which  will  contain  the 
loan  paper  held  by  our  various  lending 
agencies. 

Three  broad  controls  are  included  in 
this  bill. 

First,  authority  to  use  funds  from  the 
sale  of  participations  in  order  to  make 
the  new  loans  would  be  limited. 

I  repeat — that  authority  would  be 
limited. 

The  funds  will  be  permitted  to  be  used 
to  make  new  loans  only  to  the  extent 
that  agencies  involved  are  already  au¬ 
thorized  by  the  Congress  to  make  such 
new  loans  and  only  to  the  extent  that 
we  have  appropriated  money  with  which 
to  make  those  loans. 

The  bill  provides  that  the  proceeds 
from  the  sales  of  participations  must  be 
dealt  with  as  existing  law  requires  that 
proceeds  from  sales  or  repayments  of 
loans  be  used. 

Second,  an  appropriation  act  will  be 
required  before  any  agency  will  be  au¬ 
thorized  to  place,  any  of  its  loans  in  a 
pool  for  sale.  There  is  a  reason  for  that. 
Yes,  we  are  going  to  sell  some  of  these 
obligations  so  that  the  person  who  buys 
them  can  receive  an  interest  rate  return 
or  yield  that  will  be  larger  than  the  bor¬ 
rower  is  paying. 

Maybe  you  do  not  want  to  help  the 
farmers  or  the  people  who  have  suffered 
from  some  disaster — those  people  who  by 
the  law  that  we  passed  get  loans  at  less 
than  the  going  rate  of  interest — some  of 
these  borrowers  pay  only  3  or  4  or  5  per¬ 
cent  interest  per  annum. 

But  in  order  to  sell  those  loans  to  the 
general  public  or  to  the  pension  funds 
or  to  the  insurance  companies,  we  must 
give  them  a  higher  return  as  demanded 
by  today’s  market.  If  we  authorize  this 
action  and  appropriate  the  difference,  we 
will  authorize  and  permit  these  loans  to 
be  sold  so  that  the  person  who  owns  them 
will  get  the  going  rate.  The  U.S.  Treas¬ 
ury  will  subsidize  the  difference. 

If  you  do  not  want  these  loans  sold,  if 
you  do  not  want  the  insurance  companies 
and  the  pension  funds  to  invest  in  these 
obligations,  if  you  do  not  want  to  make 
more  money  available  at  low-interest 
rates  for  housing,  education,  rural  elec¬ 
trification,  and  disasters,  then  do  not  ap¬ 
propriate  the  money  for  it. 

As  originally  drafted,  this  bill  pro¬ 
vided  that  prior  congressional  authori¬ 
zation  for  the  sale  of  participation  cer¬ 
tificates  would  be  required  only  if  the 
assets  pooled  bore  interest  rates  below 
the  rate  at  which  the  participation  cer¬ 
tificates  could  be  sold  in  the  market. 
The  intention  was,  and  still  is,  that  the 
Appropriations  Committee  should  con¬ 
sider  any  sale  of  certificates  where  there 
would  be  need  for  appropriations. 

The  administration  and  the  Committee 
on  Banking  and  Currency — at  least  the 
majority  of  the  committee — have  agreed 
to  an  amendment  proposed  by  the  minor¬ 
ity  side — and  I  hope  they  will  go  along 
with  their  own  proposal — which  will  have 
the  effect  of  strengthening  the  congres- 
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sional  control  over  all  of  our  credit  pro¬ 
grams.  That  amendment  will  provide 
that  no  sale  of  participation  certificates 
on  behalf  of  any  agency  can  be  under¬ 
taken  without  prior  authorization  in  an 
Appropriation  Act,  which  the  Congress 
will  have  to  pass.  That  Appropriation 
Act  will  make  up  any  prospective  defi¬ 
ciency  between  earnings  on  the  pooled 
loans  themselves  and  the  requirements 
for  servicing  the  participation  cer¬ 
tificates. 

Finally,  although  title  to  the  pooled 
loan  would  pass  to  FNMA  in  trust,  the 
lending  agency  would  retain  custody  of 
the  servicing  of  its  loans.  I  wish  to  stress 
that  point.  The  lending  agency  would 
retain  complete  administrative  control 
over  its  programs.  Let  me  reemphasize, 
though,  that  such  control  does  not  in¬ 
clude  the  power  to  extend  any  agency’s 
power,  authorization,  or  appropriation. 
Every  agency  must  act  within  the  limits 
of  its  authorization  as  further  limited 
by  its  appropriations. 

To  be  specific,  take  the  Small  Business 
Administration  as  a  typical  example. 
We  have  authorized  and  appropriated 
about  $4  billion  that  the  Small  Business 
Administration  can  loan.  Once  they  get 
to  that  $4  billion,  they  cannot  make 
another  loan.  If  we  sold  every  one  of 
the  $4  billion  of  loans  that  they  have 
made  to  the  general  public,  the  money 
would  go  into  the  Treasudy.  If  those 
loans  are  to  be  sold  to  yield  a  higher  in¬ 
terest  rate  than  they  bear,  we  will  have 
to  appropriate  the  difference  before  they 
can  be  sold.  Beyond  that  $4  billion  limit 
already  set  by  our  duly  enacted  author¬ 
ization  and  appropriation,  that  agency 
cannot  lend  another  dollar. 

We  in  the  Congress,  therefore,  will 
retain  all  the  control  we  have  now  over 
the  lending  programs  through  the  ap¬ 
propriation  process  as  well  as  by  our 
oversight  duties  and  our  legislative 
powers.  Specifically  this  bill — I  repeat — 
will  not  authorize  any  agency  to  make 
more  loans  than  they  are  authorized  to 
make  now.  The  aggregate  amount  of 
such  loans  would  not  be  increased  by 
this  bill.  This  merely  sets  up  FNMA  as 
the  sole  seller  of  these  obligations.  We 
do  that  because  this  proposal  will  now 
eliminate  the  competition  which  exists 
between  these  agencies  which  we,  the 
Congress,  have  authorized  to  sell,  and 
which  are  actually  selling  the  obligations 
of  ’the  United  States.  These  agencies 
have  the  right  to  sell  them  now.  They 
compete  with  each  other  on  the  open 
market. 

When  FNMA  is  made  the  trustee,  it 
will  become  the  sole  agent  of  the  Gov¬ 
ernment  to  sell  them.  There  will  be  no 
competition  between  the  agencies  on  the 
market  in  the  sale  of  these  securities. 
However,  there  will  be  much  greater 
competition  in  the  market  place  and 
among  prospective  purchasers — the 
more  people  that  want  to  buy,  the  lower 
the  interest  rate. 

We  will  have  thus  eliminated  one  of 
the  very  vices  that  has  been  shown  to 
exist  in  at  least  one  of  these  agencies  in 
the  sale  of  these  assets.  We  found  dur¬ 
ing  these  hearings — and  they  are  here 
for  Members  to  read — that  SBA  on  one 
occasion  called  in  a  single  broker — or 
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underwriter,  if  we  want  to  call  him 
such — and  turned  over  a  part  of  its  port¬ 
folio  and  said  to  him  “For  a  fee,  dispose 
of  them.” 

We  will  have  no  more  of  that.  FNMA 
will  not  pay  any  brokerage  to  anybody 
to  make  such  sales.  FNMA  will  seek 
out  the  pension  fmids  and  the  insurance 
companies,  or  whoever  wants  to  buy 
them,  at  the  best  rate  obtainable.  Bear 
in  mind,  the  best  rate  obtainable  will  be 
in  accordance  with  the  demands  of  the 
market. 

Let  me  indicate  one  thing  more. 
There  is  no  better  anti-inflationary  tool 
than  the  one  we  are  setting  up  here  and 
now  by  this  bill.  Among  other  things, 
the  agency  which  is  permitted  to  sell 
these  obligations  will  sell  them  when  the 
market  permits.  It  will  sell  them  only 
when  there  is  an  excess  of  money  that 
should  be  withdrawn  from  the  market. 

As  we  have  heard  so  often  from  those 
who  are  opposing  this  bill  today,  we  are 
running  into  a  runaway  boom  prosperity, 
inflation  is  taking  hold.  They  tell  us 
time  and  time  again,  inflation  is  too 
much  money  chasing  too  few  goods.  If 
there  is  too  much  money  around — and 
I  am  not  ready  to  concede  that  there 
is — then  when  there  is  too  much  money 
around,  this  agency  can  offer  those 
obligations  of  the  U.S.  Government  for 
sale  and  draw  out  of  circulation  some  of 
that  excess  money,  thereby  acting  as  an 
anti-inflationary  tool. 

When  the  market  is  the  other  way,  and 
interest  is  at  a  low  rate,  we  can  then 
borrow  more  money  at  the  low  rate  and 
lend  again  at  the  low  rate  and  avoid  any 
sales. 

Mr.  HANNA.  Mr.  Chairman,  will  the 
gentleman  yield  at  that  point? 

Mr.  MULTER.  I  yield  to  the  gentle¬ 
man. 

Mr.  HANNA.  Mr.  Chairman,  I  think 
the  gentleman  is' making  a  very  impor¬ 
tant  contribution  to  this  entire  matter. 
Is  it  not  true  that  FNMA  sells  mortgages 
as  part  of  its  function  at  the  time  when 
the  market  can  absorb  those  mortgages? 
Is  it  not  true  FNMA  has  not  been  selling 
mortgages,  but  is  rather  at  this  time  buy¬ 
ing  mortgages? 

Mr.  MULTER.  The  gentleman  is  cor¬ 
rect.  He  emphasizes  the  point  I  tried 
to  make. 

Mr.  HANNA.  Is  not  FNMA  selling 
some  of  these  participations  at  this  time? 

Mr.  MULTER.  There  is  no  question 
about  that. 

Mr.  WIDNALL.  Mr.  Chairman,  I  yield 
10  minutes  to  the  gentleman  from  Cali¬ 
fornia  [Mr.  Del  Clawson]. 

(Mr.  DEL  CLAWSON  asked  and  was 
given  permission  to  revise  and  extend  his 
remarks.) 

Mr.  WIDNALL.  Mr.  Chairman,  will 
the  gentleman  yield  to  me? 

Mr.  DEL  CLAWSON.  I  am  happy  to 
yield  to  the  gentleman  from  New  Jersey. 

Mr.  WIDNALL.  Mr.  Chairman,  I 
would  like  to  correct  a  few  inaccuracies 
that  wandered  into  the  Record  as  a  re¬ 
sult  of  the  previous  speech  by  the  gen¬ 
tleman  from  New  York. 

The  gentleman  made  the  flat  state¬ 
ment  that  the  committee  had  more  hear- 
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ings  on  this  bill,  more  time  in  hearings 
on  H.R.  14544  than  was  devoted  to  the 
bill  before  the  Rules  Committee.  He 
tried  to  combine  the  time  that  was  used 
by  the  committee  in  hearings  on  the  Sen¬ 
ate  bill  249,  which  is  not  a  similar  bill. 
It  is  not  the  same  bill. 

For  the  record,  I  have  in  my  hand  Sen¬ 
ate  3283.  That  is  the  same  bill  as  H.R. 
14544.  That  bill  is  resting  on  the  Speak¬ 
er’s  desk  right  now.  If  we  complete  ac¬ 
tion  on  this,  that  will  be  the  bill  that  will 
be  called  off  the  Speaker’s  desk.  It  is 
not  Senate  2499.  There  should  be  ab¬ 
solutely  no  confusion  over  that. 

There  are  some  other  obvious  inac¬ 
curacies.  The  gentleman  spoke  about 
the  fact  that  the  little  investor,  the  small 
investor,  is  now  going  to  have  a  chance 
to  invest  in  the  very  fine  participations 
issued  through  FNMA.  The  Government 
of  the  United  States  is  now  spending 
thousands  of  dollars  on  advertising  the 
4. 15 -per cent  yield  Government  bonds  for 
the  small  investor. 

That  is  4.15  percent.  It  is  on  radio. 
It  is  on  television.  It  is  in  full-page  ads 
in  the  newspapers. 

What  will  this  do?  It  will  permit  the 
large  investor,  the  big  investor  who  has 
from  $5,000  up  to  $1  million,  without 
any  effort  to  get  5  Vz  percent,  with  no  lid 
on  the  amount.  This  is  big,  high  in¬ 
terest  frozen  in  for  the  profit  of  the  big 
investor,  who  really  assumes  no  risk  or 
expense  in  order  to  obtain  his  participa¬ 
tion. 

I  consider  it  outrageous  that  the  aver¬ 
age  citizen  is  not  included,  if  the  Gov¬ 
ernment  is  going  to  pay  5.5  percent. 
Why  not  jack  up  the  4.15  percent  in¬ 
terest  on  U.S.  savings  bonds,  or  raise  the 
ceiling  now  current  at  4%  percent  on 
Government  bonds. 

Mr.  DEL  CLAWSON.  I  thank  the 
gentleman  for  his  contribution  and  for 
making  the  record  clear. 

Mr.  Chairman,  occasionally  during  the 
course  of  debate  when  difference  of 
opinion  is  dramatically  pronounced  as 
has  been  demonstrated  on  the  legislation 
before  us  today,  perhaps  others  have  ex¬ 
perienced  the  insatiable  desire  that  I 
feel  now  to  express  thoughts  and  ideas  so 
clearly  that  every  Member  of  the  House 
might  be  influenced  and  convinced  of 
the  validity  of  the  arguments  presented. 

As  a  comparatively  new  Member  of 
Congress  my  participation  in  debate  has 
been  limited  to  those  measures  on  which 
I  felt  my  contribution  would  be  helpful 
to  other  members  of  the  committee. 
This  is  one  of  those  infrequent  occasions. 

No  Member  should  vote  on  this  bill  or 
any  amendment  thereto  without  review¬ 
ing  the  minority  report.  If  for  no  other 
reason  than  the  failure  of  the  committee 
to  uphold  the  high  standards  of  this 
greatest  of  all  deliberative  bodies,  the 
bill  ought  to  be  returned  to  the  commit¬ 
tee  for  adequate  and  complete  hearings. 
The  proposals,  when  properly  considered 
with  testimony  from  additional  wit¬ 
nesses  familiar  with  the  details  and  me¬ 
chanics  of  handling  sales  of  beneficial 
interests  and  participations,  might  pos¬ 
sibly  be  revised  and  amended  to  meet 
the  objections.  The  floor  of  the  House 
is  not  the  place  to  attempt  the  complex 
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revisions  necessary  to  make  this  bill  the 
type  of  legislation  to  which  all  of  us  can 
ascribe  our  support. 

Many  questions  need  the  attention  of 
the  committee,  not  the  least  of  which  is 
the  method  of  pooling  the  “participa¬ 
tions.”  Is  it  proposed  that  FNMA  would 
accumulate  loans  from  a  number  of  dif¬ 
ferent  agencies,  combine  them  in  the 
same  pool  and  then  issue  certificates 
against  a  variety  of  loans?  Or  is  it  con¬ 
templated  that  loans  from  separate 
agencies  will  be  pooled  together  without 
intermingling? 

Although  loans  may  be  mixed  and 
placed  in  the  same  “bundle,”  with  dif¬ 
fering  interest  rates  and  a  variety  of 
loan  paper  from  small  business  to  col¬ 
lege  housing  with  the  possibility  of  one 
or  more  of  these  loans  “going  sour”  re¬ 
sulting  in  foreclosure,  the  management 
and  overhead  cost  is  the  obligation  of  the 
Federal  Government,  since  the  investor 
in  a  “participation”  has  no  recourse  on 
the  collateral.  With  the  wide  variation 
possible  in  pooling  these  loans,  even 
though  the  bad  loan  is  replaced  with  a 
good  loan,  constant  replacement  may 
very  well  result,  including  the  necessity 
of  reconciling  differing  maturities, 
changing  interest  rates,  and  so  forth. 
This  constant  management,  together 
with  collection  problems  as  they  occur, 
is,  as  I  understand  the  bill,  the  respon¬ 
sibility  of  the  agency  originating  the  di¬ 
rect  loan  placed  in  the  pool.  The  holder 
of  a  “beneficial  interest”  or  “participa¬ 
tion”  would  have  no  risk,  nor  any  man¬ 
agement  obligation  and  the  expense  at¬ 
tendant  thereto. 

FNMA,  we  have  been  told,  and  the  evi¬ 
dence  is  documented,  specifically  states 
in  their  offering  that  the  instrument  is 
not  an  obligation  of  the  U.S.  Govern¬ 
ment,  yet  any  purchaser  of  a  “participa¬ 
tion”  quickly  recognizes  that  the  Fed¬ 
eral  Government  guarantees  the  repay¬ 
ment  of  principal  and  interest,  and  the 
replacement  of  bad  collateral,  and  that 
these  guarantees  are  just  as  valid  as  if 
the  full  faith  and  credit  of  the  United 
States  were  pledged.  No  purchaser  of  a 
“participation”  will  think  otherwise  un¬ 
der  the  terms  of  this  legislation.  Yet, 
we  are  expected  to  use  this  device  as  a 
“sale  of  assets”  even  though  no  title 
passes  and  the  Government  continues 
its  obligation  to  pay.  The  attempt  to 
separate  these  participation  sales  from 
the  budget  and  debt  ceiling  under  the 
circumstances  described  is  an  affront  to 
the  American  people  and  a  subterfuge  of 
fiscal  policy.  Before  this  system  is 
adopted  some  method  should  be  set  up 
to  inform  the  American  people  how 
many  participations  are  sold,  the  effect 
of  such  a  sale  on  the  budget  deficit,  the 
debt  ceiling,  the  extra  cost  to  the  tax¬ 
payer  for  using  this  financing  method, 
and  so  forth. 

Another  problem  that  is  unresolved 
and  troubles  me  is  the  existing  language 
of  the  FNMA  Charter  Act  and  its  po¬ 
tential  effect  if  this  legislation  is  passed. 

Under  the  existing  FNMA  Charter  Act, 
loan  assets  which  may  be  pooled  are 
limited  to  obligations  of  the  housing 
agency  or  constituent  units  thereof  and 
mortgages  in  which  the  United  States  or 
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any  other  agency  has  an  interest.  When 
Wall  Street  bond  counsel  got  through 
with  that  language  the  bill  before  us  pro¬ 
poses  that  the  scope  be  vastly  broadened 
to  include  “and  other  types  of  securities, 
including  any  instrument  commonly 
known  as  a  security,  hereinafter  in  this 
subsection  called  ‘obligations’.” 

If  you  examine  page  2  of  the  bill,  lines 
11  to  14,  that  language  provides  that  se¬ 
curities  commonly  known  as  a  security 
are  also  eligible  for  pooling  with  FNMA. 
Now,  certainly,  a  common  stock  is  a  “type 
of  security”  which  is  “commonly  known 
as  a  security.”  So,  beyond  question, 
agencies  could  pool  the  common  stocks 
they  hold  in  numerous  Government  as¬ 
sistance  programs.  The  provision  then 
goes  on  to  the  ridiculous  extent  of  de¬ 
claring  in  effect  that  a  common  stock  is 
a  bond  by  stating  “hereinafter  in  this 
subsection  called  obligations.” 

No  place  in  testiony  before  the  four 
committees,  which  each  in  their  own  way 
held  hearings  on  the  bill,  is  there  any 
intimation  that  stocks  held  by  Govern¬ 
ment  agencies  would  be  subjected  to 
pooling  with  FNMA  for  sale  of  partici¬ 
pation  certificates.  No  one  in  the  admin¬ 
istration  has  ever  indicated  that  there 
was  any  intention  to  do  so.  In  fact, 
representatives  of  the  administration  as 
well  as  the  bill  itself  talk  only  of  pooling 
mortgages  and  loans  of  Government 
agencies. 

I  have  suggested,  and  administration 
representatives  have  agreed,  that  there 
is  no  need  for  this  lose  language  in  the 
bill.  To  correct  this  wide-open  provision, 
we  should  strike  that  Wall  Street  bond 
counsel  gobbledygook,  which  in  effect 
says  a  stock  is  a  bond,  and  in  place  of  it, 
use  simple  English  language  to  say  that 
“mortgages  and  other  obligations”  will 
be  the  types  of  financial  assets  that  are 
eligible  for  pooling  with  FNMA. 

Unfortunately,  the  time  allotted  per¬ 
mits  mention  of  only  a  few  of  the  more 
confusing,  and  ambiguous  areas  of  this 
highly  amorphous  proposal  that  remain 
undefined.  However,  these  should  be 
sufficient  to  alert  Members  to  the  need 
for  this  bill  to  be  returned  to  the  Com¬ 
mittee  on  Banking  and  Currency  giving 
the  committee  an  opportunity  to  com¬ 
plete  its  work  before  bringing  legislation 
to  the  floor  of  the  House. 

Another  question  which  has  yet  to  re¬ 
ceive  a  clear  answer  asks  whether  or  not 
the  proceeds  of  these  participation  cer¬ 
tificates  can  be  used  by  the  lending 
agency  for  additional  loans  beyond  the 
authorization  ceiling.  Less  than  2 
weeks  ago  over  in  the  other  body,  the 
manager  of  the  bill,  Senator  Muskie,  re¬ 
sponded  to  this  query  in  this  manner, 
and  I  quote : 

I  have  spent  a  good  deal  of  time  attempt¬ 
ing  to  get  the  facts  so  that  I  could  answer 
this  question,  which  I  expected  to  be  asked, 
as  clearly  and  precisely  as  I  could.  *  »  » 
The  intent  of  the  bill — and  this  I  can  state 
clearly — is  that  as  to  those  programs  where 
the  proceeds  of  the  sales  of  direct  loans  can 
be  used  for  new  loans  under  present  law, 
it  is  the  intent  of  this  bill  that  the  proceeds 
of  the  sale  of  participation  certificates  could 
be  used  to  the  same  effect. 

Mr.  Bennett.  As  though  they  were  sales 
of  the  loans  themselves? 


Mr.  Muskie.  That  is  correct.  In  those 
programs  where  that  is  possible  now,  that 
is  the  intent  of  this  bill. 

Now  let  me  ask  you,  because  it  has  not 
yet  been  satisfactorily  answered,  what 
are  the  programs  and  in  what  agencies 
is  this  possible  now  under  existing  law? 

Just  one  final  observation  because  my 
time  has  expired,  I  am  inclined  to  agree 
with  Senator  Yarborough,  who  during 
debate  in  the  other  body  on  this  bill 
stated,  and  I  quote: 

Madam  President,  section  8  of  the  pro¬ 
posed  Participation  Sales  Act  authorizes  a 
study  of  the  feasibility,  advantages,  and  dis¬ 
advantages  of  direct  loan  programs  com¬ 
pared  to  guaranteed  or  insured  loan  pro¬ 
grams.  After  studying  the  proposed  legis¬ 
lation,  I  have  come  to  the  conclusion  that 
we  would  perhaps  be  wiser  to  enact  section 
8  and  hold  the  rest  of  the  bill  until  we  see 
the  results  of  that  study. 

Why  not  follow  that  advice,  and  in  the 
meantime  let  the  Banking  and  Currency 
Committee  hold  full  and  complete  hear¬ 
ings  on  the  proposal. 

And,  now,  Mr.  Chairman,  I  would  like 
also  to  comment  upon  another  point,  be¬ 
cause  of  a  reference  made  during  the 
course  of  this  debate  to  the  portfolio 
management.  If  I  may,  I  would  like  to 
draw  a  comparison  between  a  portfolio 
held  by  you  or  me  or  any  other  citizen. 
You  take  that  portfolio  down  to  the  bank 
and  you  want  a  loan.  The  banker  looks 
at  the  portfolio.  As  he  goes  through  the 
bonds  and  stocks  and  whatever  other  in¬ 
struments  might  be  there,  he  says,  “I  am 
sorry;  I  am  afraid  your  portfolio  is  filled 
with  instruments  on  which  I  cannot 
make  a  loan.  But,  you  have  a  rich  uncle, 
an  uncle  who  owns  a  lot  of  property  in 
this  community.  If  you  get  him  to  co¬ 
sign  this,  I  shall  be  glad  to  make  the 
loan.” 

Of  course,  you  go  to  your  Uncle  Sam 
and  you  ask  him  to  cosign  the  note. 
He  goes  along  with  you.  You,  in  turn, 
use  the  loan  money  which  you  obtained 
to  buy  some  more  stocks  and  obtain  more 
securities.  You  go  back  to  the  banker 
again  and  want  to  increase  the  loan. 
The  same  procedure  is  repeated. 

Mr.  Chairman,  in  my  opinion,  the  par¬ 
allel  is  properly  drawn.  In  this  instance, 
the  portfolio  remains  the  same;  in  fact, 
it  has  actually  been  increased,  and  the 
obligation  is  still  there  on  the  part  of 
Uncle,  as  well  as  the  nephew.  In' other 
words,  the  portfolio  has  not  changed 
hands;  it  has  only  increased.  As  he 
borrowed  the  new  money-,  he  increased 
the  portfolio.  And,  then,  if  Uncle  goes 
to  borrow  money  later  on  to  increase  his 
liquidity,  the  banker  is  going  to  ask  him, 
“What  obligations  do  you  have?”  I  am 
sure  he  will  take  cognizance  of  the  fact 
that  he  has  cosigned  the  loan  of  his 
nephew. 

Mr.  Chairman,  in  my  opinion,  this  is 
the  method  which  we  are  using  in  the 
plain,  the  simple,  the  clear  terms  that 
we  have  been  asked  to  use  in  the  con¬ 
sideration  of  this  bill. 

Mr.  Chairman,  I  thank  the  gentleman 
from  New  Jersey  for  yielding  additional 
time. 

Mr.  PATMAN.  Mr.  Chairman,  I  yield 
10  minutes  to  the  gentleman  from  Wis¬ 
consin  [Mr.  ReussL 
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(Mr.  REUSS  asked  and  was  given 
permission  to  revise  and  extend  his 
remarks.) 

Mr.  REUSS.  Mr.  Chairman,  I  rise  in 
support  of  H.R.  14544,  to  provide  for  a 
program  of  selling  participations  in  the 
loans  of  such  programs  as  the  Small 
Business  Administration,  college  hous¬ 
ing,  community  facilities,  and  the  Farm¬ 
ers’  Home  Administration. 

Congress  has  authorized  these  loan 
programs  because  it  believes  that  homes 
for  rural  people,  dormitories  for  college 
students,  loans  for  students,  and  finan¬ 
cial  assistance  to  small  businessmen  is  in 
the  national  interest.  In  many  cases, 
Congress  has  directed  that  such  loans 
shall  be  made  at  a  lower  rate  of  interest 
than  the  going  one. 

If  we  do  nothing — if  we  fail  to  pass  the 
participation  sales  bill — these  construc¬ 
tive  programs  will  simply  dry  up.  It  is 
impossible  for  the  lending  agencies  to 
put  themselves  in  funds  by  selling  off  a 
few  of  their  loans  at  retail — the  market 
is  simply  not  there,  and  the  interest  rate 
would  be,  prohibitive. 

Of  course,  Congress  could  vote  to  ter¬ 
minate  small  business  loans,  or  college 
housing  loans,  or  farmers’  home  loans. 
But  I  do  not  find  anyone  introducing  a 
bill  to  do  that. 

Equally,  Congress  could  enact  a  $5  bil¬ 
lion  tax  increase,  which  would  then  yield 
enough  to  fund  these  programs  for  the 
next  fiscal  year.  But  such  a  tax  bill 
would  have  a  disastrous  effect  on  the 
economy,  and  I  have  not  found  anyone 
introducing  a  bill  like  that,  either. 

But  sadly,  I  find  our  Republican 
friends  lined  up  almost  solidly  against 
H.R.  14544.  It  is  claimed  that  we  Demo¬ 
crats  are  using  a  budgetary  gimmick, 
and  that  we  are  fiscally  delinquent.  In 
fact,  here  is  where  we  Democrats  learned 
about  the  participation  sales  technique. 
President  Eisenhower  proposed  essen¬ 
tially  similar  programs  in  his  budget 
messages  of  1954,  1955,  1956,  and  1958. 
Just  2  years  ago,  the  Republican  mi¬ 
nority  on  H.R.  6009,  a  bill  to  provide  for 
increases  in  the  public  debt  limit,  recom¬ 
mended  a  similar  program  for  selling 
Government  loan  assets  to  private 
investors. 

And  now  that  we  are  doing  what  the 
Republicans  have  recommended,  they 
are  shouting  that  we  are  delinquents. 
If  there  is  any  delinquency,  it  is  the  Re¬ 
publicans  who  have  contributed  to  it. 

But  really,  no  one  is  delinquent.  By 
providing  an  instrument  attractive  to 
investors,  the  Government  can  make 
substantial  savings  in  its  programs  for 
farm  home  loans,  college  dormitories, 
and  small  business  loans  over  what  it 
would  cost  if  we  tried  to  sell  off  these 
mortgages  one  by  one. 

If  there  is  a  criticism  of  the  Sales  Par¬ 
ticipation  Act,  it  is  that  raising  the 
money  through  the  sale  of  participations 
probably  costs  the  Federal  Government 
a  fraction  of  a  percentage  point  more 
than  would  direct  borrowing  by  the  Fed¬ 
eral  Government  through  tried  and  true 
instruments  like  Treasury  bills,  notes,  or 
bonds.  This  emerges  from  my  colloquy 
with  Under  Secretary  of  the  Treasury 
Joseph  W.  Barr  in  the  hearings  before 
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the  House  Committee  on  Banking  and 
Currency  on  the  participation  bill  on 
March  30,  1966 — hearings,  pages  160- 
161: 

Mr.  Retjss.  I  will  be  very  brief  and  some¬ 
what  philosophical.  To  my  mind,  the  over¬ 
riding  consideration  in  Government  financing 
is  the  rate  of  saving  to  the  Treasury,  you  and 
the  taxpayers.  I  gather  from  the  testimony 
of  Mr.  Weitzel  and  others  that  a  5-year  Trea¬ 
sury  security  can  now  be  sold  at  an  effective 
rate  of  4.9  percent,  whereas  a  FPNMA  cer¬ 
tificate  now  yields  about  5.5  percent. 

Mr.  Barr.  Roughly,  correct,  Mr.  Retjss. 

Mr.  Retjss.  More  than  a  half  percent  more. 

Mr.  Barr.  That  is  right. 

Mr.  Recjss.  Outside  of  mythological  con¬ 
siderations  and  myths  about  national  debt, 
and  so  on,  why  do  we  not  get  the  money  for 
the  Federal  Government’s  needs  in  the 
cheapest  possible  way — which  is  by  coura¬ 
geously  asking  Congress  for  appropriations 
for  what  is  needed;  and  for  what  cannot  be 
met  out  of  the  current  year’s  budget — to 
borrow  in  the  method  that  will  yield  the 
lowest  possible  cost  to  the  taxpayers?  We 
now  have  seasoned  Treasury  securities  rang¬ 
ing  from  30-day  bills  to  20-year  bonds.  If 
we  can  borrow  money  more  cheaply  for  those, 
why  do  we  not  do  it?  If  this  has  to  result 
in  a  further  education  on  Congress  and  the 
public  on  the  national  debt,  we  can  save 
billions  of  dollars  by  such  education.  Why 
not  do  it?  What  is  all  the  mystification 
about? 

Mr.  Barr.  Mr.  Retjss,  no  question  your 
route  is  the  cheapest  route  for  the  taxpayer 
and  the  Government.  It  is  not  even  de- 
bateable. 

Mr.  Retjss.  Why  do  we  not  do  it,  then? 
Why  do  we  not  ask  for  decent  appropriations 
for  SBA  and  put  it  back  in  bTisiness,  and — — 

Mr.  Barr.  Yes. 

Mr.  Retjss  (continuing).  Pay  for  what  we 
can  with  taxes — I  would  hope  a  very  large 
amount  in  this  conjuncture — and  borrow 
the  rest  at  the  lowest  interest  rate. 

Mr.  Barr.  The  issue  which  the  adminis¬ 
tration  is  putting  to  the  Congress  and  which 
the  Congress  will  either  approve  or  disap¬ 
prove  is  that  we  are  trying  to  move  a  lot  of 
these  programs  from  the  public,  sector  into 
the  private  sector.  Now,  whether  you  agree 
or  not  this  is  what  we  are  attempting  to  do. 
But  unquestionably  it  is  more  costly. 

Now,  it  has  seemed  to  me  that  there  has 
been  a  certain  advantage,  and  the  country 
has  had  a  great  advantage  in  moving  into 
areas  that  were  originally  considered  too 
risky — housing,  small  business,  and  many 
other  areas — establishing  the  risk  so  that  the 
private  sector  can  take  a  look  at  it  and  then 
the  Federal  Government  can  pull  out  and 
move  to  other  riskier  sections. 

Now,"  there  is  a  cost  involved,  Mr.  Retjss, 
and  the  question  that  you  and  the  committee 
must  decide  for  yourselves  is  whether  the 
cost  is  worth  it;  that  is  to  say,  the  cost  of 
attempting  to  involve  the  private  sector  so 
that  the  Federal  Government  can  move  to 
other  areas. 

Mr.  Chairman,  I  should  like  to  see  the 
administration  have  an  option  of  raising 
the  $5  billion  or  so  to  carry  on  these 
worthwhile  Federal  lending  programs 
through  the  next  fiscal  year  by  the  direct 
method  of  Treasury  borrowing.  Such  a 
method  would,  over  the  years,  save  hun¬ 
dreds  of  millions  of  dollars  for  the  tax¬ 
payers  through  reduced  interest  costs. 

Shortly  the  Treasury  will  be  appearing 
before  the  House  Committee  on  Ways 
and  Means  asking  for  an  increase  in  the 
debt  ceiling.  Everyone  who  is  inter¬ 
ested  in  economy  in  Government  should 
support  having  the  Ways  and  Means 
Committee  and  the  Congress  increase 


the  debt  ceiling  by  an  additional  $5 
billion — the  probable  amount  to  be 
financed  via  the  participation  sales  pro¬ 
gram  the  next  fiscal  year — over  and 
beyond  whatever  other  debt  increase  is 
necessary. 

Such  an  increase  in  the  debt  limit 
would  let  the  Treasury  use  the  lower 
interest  direct  borrowing  route  to  raise 
the  $5  billion,  rather  than  the  somewhat 
higher  interest  direct  sales  participa¬ 
tion  program  we  are  here  acting  on. 
The  taxpayer  would  be  the  beneficiary. 

And  from  the  budgetary  standpoint, 
there  is  nothing  but  mythology  involved. 
Either  way  you  do  it.  Uncle  Sam  is  in 
debt  for  an  extra  $5  billion.  Either 
way  you  do  it,  these  are  essentially 
Government  lending  programs  for  col¬ 
lege  dormitories,  farmers’  homes,  or 
small  business,  and  the  private  investor 
gets  into  the  picture  in  essence  as  a 
lender  to  the  Government.  The  big 
difference  between  the  two  approaches  is 
that  the  direct  Treasury  borrowing  ap¬ 
proach  saves  the  taxpayer  money  in  in¬ 
terest  costs,  by  forthrightly  raising  the 
national  debt  limit  instead  of  having  an 
equivalent  $5  billion  liability  on  the 
books  outside  of  the  national  debt. 
Some  myths  are  worth  preserving,  but 
not  when  they  cost  the  taxpayers  hun¬ 
dreds  of  millions  of  dollars. 

In  short,  Mr.  Chairman,  I  urge  Mem¬ 
bers  to  support  H.R.  14544,  not  because  it 
is  the  best  way  of  meeting  our  financing 
problem,  but  because  it  is  a  whole  lot 
better  than  any  alternative  I  hear  pre¬ 
sented  today. 

Mr.  CURTIS.  Mi-.  Chairman,  will  the 
gentleman  yield? 

Mr.  REUSS.  I  yield  to  the  gentleman 
from  Missouri. 

Mr.  CURTIS.  Mr.  Chairman,  I  think 
it  should  be  noted  as  it  has  been  noted 
in  the  minority  views  as  well  as  in  the 
debate  on  the  floor  of  the  House,  the  dis¬ 
tinction  between  what  was  done  under 
President  Eisenhower  and  was  indeed 
recommended  by  the  minority  members 
of  the  Committee  on  Ways  and  Means. 

Mr.  REUSS.  I  just  wonder  what  the 
distinction  is? 

Mr.  CURTIS.  Let  me  state  it.  It  in¬ 
volves  an  interpretation  of  what  is  a  sale. 
The  point  is  made  that  this  pooling 
operation  certainly  is  not  the  recomenda- 
tions  of  either  the  Eisenhower  adminis¬ 
tration  or  the  minority  on  the  Committee 
on  Ways  and  Means. 

What  the  administration  has  done  is 
taken  hold  of  the  title  to  an  idea  and  then 
put  a  false  product  under  that  label. 

Mh.  REUSS.  I  am  sorry  that  my  ef¬ 
forts  to  be  generous  toward  the  Repub¬ 
licans  have  met  with  such  an  uncharita¬ 
ble  rebuff.  But  despite  what  my  friend 
from  Missouri  has  said,  I  still  want  to 
credit  General  Eisenhower  and  the  Re¬ 
publicans  on  the  Ways  and  Means  Com¬ 
mittee  for  suggesting  the  proposition 
that  by  cutting  investors  generally  in  on 
these  financial  assets  of  the  Federal  Gov¬ 
ernment,  by  that  device  you  can  save  an 
increase  in  the  national  debt. 

Mr.  CURTIS.  Will  the  gentleman 
yield  further? 

Mr.  REUSS.  I  am  happy  to  yield  again 
to  the  gentleman  from  Missouri. 


Mr.  CURTIS.  The  gentleman  is  a 
great  rhetorician,  and  if  you  should  pin 
praise  on  the  Republicans,  it  must  be 
taken  as  from  that  source. 

Mr.  MOORHEAD.  Mr.  Chairman,  will 
the  gentleman  yield? 

Mr.  REUSS.  I  yield  to  the  gentleman 
from  Pennsylvania. 

Mr.  MOORHEAD.  I  should  like  to 
read  to  the  gentleman  a  statement  ap¬ 
pearing  in  Time  magazine,  issue  of 
April  29 : 

Actually,  in  asking  Congress  last  week  for 
broader  authority  to  sell  Government-held 
loans  to  private  investors.  President  John¬ 
son  was  resorting  to  a  revenue-stretching  de¬ 
vice  that  was  pioneered  by  the  Eisenhower 
administration. 

Mr.  REUSS.  I  join  Time  in  giving 
credit  where  credit  is  due. 

Mr.  CEDERBERG.  Mr.  Chairman, 
will  the  gentleman  yield? 

Mr.  REUSS.  I  yield  to  the  gentleman 
from  Michigan. 

Mr.  CEDERBERG.  I  wish  to  get  some¬ 
thing  very  clear,  although  the  subject 
may  have  been  discussed  before.  I 
should  like  to  have  it  cleared  up  by  the 
gentleman  from  Wisconsin  or  the  Chair¬ 
man  of  the  Committee,  who  have  always 
been  proponents  of  low  interest  rates. 
If  I  had  a  payroll  deduction  for  Govern¬ 
ment  bonds,  how  much  interest  would  I 
receive  on  those  bonds? 

Mr.  REUSS.  You  mean  what  is  the 
rate  of  interest  on  savings  bonds  now? 

Mr.  CEDERBERG.  Yes. 

Mr.  REUSS.  Recently  it  was  raised  to 
something  over  4  percent. 

Mr.  PATMAN.  It  is  4.15  percent. 

Mr.  CEDERBERG.  If  this  legislation 
passes,  and  I  happen  to  be  wealthy 
enough  to  be  able  to  buy  $5,000  worth  of 
these  participation  certificates,  how 
much  interest  rate  will  I  receive? 

Mr.  REUSS.  You  will  receive  what¬ 
ever  the  Federal  National  Mortgage  As¬ 
sociation  in  its  judgment  decides  is  the 
going  rate.  But,  in  honesty,  that  is  likely 
to  be  more  than  4.15  percent. 

Mr.  CEDERBERG.  Around  5.5  per¬ 
cent? 

Mr.  PATMAN.  Mr.  Chairman,  will 
the  gentleman  yield  so  that  I  may  answer 
the  question? 

Mr.  REUSS.  I  yield  to  the  distin¬ 
guished  chairman  of  the  committee. 

Mr.  PATMAN.  The  anticipated  rate 
will  be  one-quarter  point  to  three-eighths 
of  1  percent  higher.  But  remember 
that  people  will  profit  much  more  than 
that,  because  these  bonds  are  taxable. 
The  income  from  the  bonds  or  securities 
would  be  taxable  by  every  State,  local 
community,  city,  and  political  subdivi¬ 
sion.  They  will  be  subject  to  taxation 
in  all  of  those  places,  whereas  on  direct 
Treasury  issues  they  are  not. 

Mr.  CEDERBERG.  Savings  bonds  are 
subject  to  tax,  are  they  not?  The  in¬ 
come  tax? 

Mr.  PATMAN.  Well,  when  redeemed. 

Mr.  CEDERBERG.  I  want  to  get 
something  clear. 

Mr.  REUSS.  Let  me  respond  to  the 
gentleman  from  Michigan.  He  makes  a 
point:  Savings  bonds  today,  in  the  past, 
and  I  guess  in  the  future,  will  not  yield 
as  much  as  comparable  market  instru¬ 
ments.  The  way  to  rectify  that  is  to  in- 
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crease  the  yield  on  savings  bonds,  if  that 
is  the  judgment  of  Congress.  And  I 
might  add  that  was  my  judgment  when, 
some  months  ago,  we  were  asked  to  vote 
on  that  question. 

But  the  best  way  to  help  the  little 
people  who  buy  savings  bonds  is  by 
economy  in  the  Government  generally, 
and  any  way  you  slice  it,  the  little  per¬ 
son  will  be  helped  if  Uncle  Sam  can 
borrow  via  the  participation  certificate 
route,  which  we  are  asking  today  in  this 
bill,  as  opposed  to  having  to  peddle 
Uncle  Sam’s  portfolio  at  retail  and  pay 
the  money  market  a  much  higher  rate. 

So  in  the  interest  of  helping  the  little 
man,  vote  for  this  bill. 

Mr.  CEDERBERG.  Mr.  Chairman, 
will  the  gentleman  yield? 

The  CHAIRMAN.  The  time  of  the 
gentleman  from  Wisconsin  has  expired. 

Mr.  WIDNALL.  Mr.  Chairman,  I 
yield  1  minute  to  the  gentleman  from 
Michigan  [Mr.  Cederberg]  . 

Mr  CEDERBERG.  Mr.  Chairman,  I 
wish  to  clear  up  this  question  a  little  bit. 
If  I  understand  correctly,  the  small  man 
who  has  a  payroll  deduction  to  buy 
savings  bonds,  gets  about  4*4  percent 
and,  as  I  recall,  FNMA  mortgages  sell  at 
about  5V4  or  5V2  percent. 

Mr.  PATMAN.  Mr.  Chairman,  will 
the  gentleman  yield? 

Mr.  CEDERBERG.  I  yield  to  the  gen¬ 
tleman  from  Texas. 

Mr.  PATMAN.  You  are  dealing  with 
limited  purchases  there  You  can  pur¬ 
chase  only  $10,000  a  year  I  believe.  I 
think  recently  the  amount  has  been 
raised,  but  still  it  is  restricted. 

Mr.  CEDERBERG.  I  am  lost  here,  be¬ 
cause  I  cannot  understand  how  the 
gentleman  from  Texas  [Mr.  Patman], 
the  gentleman  from  Wisconsin  [Mr. 
Reuss],  and  others  who  have  been  say¬ 
ing  for  so  long  that  they  are  opposed  to 
high  interest  rates  now  want  to  give  the 
big  bankers  and  investors  5*4  percent 
and  the  small  man  who  has  a  payroll  de¬ 
duction  for  savings  bonds  4%  percent. 

Mr.  PATMAN.  Mr.  Chairman,  inter¬ 
est  rates  are  not  involved  in  this  issue. 
The  interest  rate  is  not  involved.  The 
principle  is  whether  or  not  we  should  let 
these  securities  be  sold  to  the  private 
sector,  and  assist  small  business,  farmers 
and  others. 

Mr.  CEDERBERG.  The  interest  rate 
is  involved,  to  the  taxpayer.  This  is 
what  I  cannot  understand.  What  hap¬ 
pened  to  the  gentleman  from  Texas? 

Mr.  PATMAN.  They  just  happen  to 
be  high  now.  They  may  be  low  later  on. 

Mr.  WIDNALL.  Mr.  Chairman,  I  yield 
10  minutes  to  the  gentleman  from  Penn¬ 
sylvania  [Mr.  Johnson], 

Mr.  JOHNSON  of  Pennsylvania.  Mr. 
Chairman,  this  administration  last  year 
at  this  time  was  preparing  the  budget 
for  1966-67.  It  would  not  balance  by  $6 
billion.  So  in  order  to  cut  down  the  pro¬ 
posed  deficit  a  bright  mind  came  up  with 
this  idea  to  place  Federal  assets  in  a  trust 
and  sell  a  share  in  these  assets  to  the 
public  by  issuing  participation  certifi¬ 
cates.  These  participation  certificates 
are  like  a  corporation  issuing  preferred 
stock  which  someone  has  called  a  polite 
way  to  borrow  money.  This  proposed 
sale  of  participation  certicates  is  a  po¬ 


lite  and  smart  way  to  get  around  in¬ 
creasing  the  national  debt  ceiling,  and 
at  the  same  time  make  the  budget  deficit 
much  smaller. 

WHY  THE  ADMINISTRATION  NOW  RESORTS  TO 
THIS  TYPE  OP  FINANCING 

Aside  from  the  fact  that  the  adminis¬ 
tration  wants  to  sell  $4.2  billion  of  par¬ 
ticipation  certificates  in  order  to  count 
this  sum  as  a  budget  receipt  and  thus 
hold  the  deficit  this  coming  year  to  $1.8 
billion  instead  of  $6  billion,  there  is 
an  even  greater  reason  why  the  admin¬ 
istration  wants  to  resort  to  this  type  of 
financing. 

The  reason  is  that  there  is  a  statutory 
4  !4 -percent  interest  ceiling  on  Treasury 
bonds  sold  for  maturities  longer  than  5 
years. 

The  Treasury  because  of  this  4  V4 -per¬ 
cent  interest  ceiling  tends  to  do  most  of 
its  financing  in  the  under  5-year  area 
which,  of  course,  means  more  frequent 
trips  to  the  market  and  the  payment  of 
higher  interest  rates. 

This  4  y4 -percent  ceiling  has  been  in 
effect  since  April  1918  and  the  interest 
was  then  exempt  from  income  tax,  sur¬ 
taxes,  and  so  forth.  Since  1941  the  in¬ 
terest  on  Government  bonds  is  no  longer 
exempt  from  income  tax  so  that  the 
maximum  interest  of  4Y4  percent  now  is 
worth  considerably  less— after  taxes — 
than  in  1941. 

Obviously,  this  4  y4 -percent  interest 
rate  is  no  longer  competitive  and  Gov¬ 
ernment  borrowing  has  to  be  in  the 
form  of  securities  with  short  or  inter¬ 
mediate  maturities. 

For  instance,  by  the  end  of  January 
of  this  year  the  average  maturity  of 
salable  Treasury  securities — totaling  $217 
billion  dollars — was  4  years  and  10 
months  compared  with  5  years  and  5 
months  a  year  before. 

The  Treasury  would  like  to  see  this 
4  *4 -percent  ceiling  eliminated  but,  of 
course  for  various  reasons,  mostly  politi¬ 
cal,  they  are  not  inclined  to  ask  Congress 
to  eliminate  it. 

ONE  WAY  THE  GOVERNMENT  CIRCUMVENTS  THE 
4  [4  -PERCENT  INTEREST  CEILING 

So  what  are  they  doing?  First  of  all, 
they  are  doing  business  in  short  term 
borrowings,  and  I  am  informed  that 
$91.8  billion  of  bonds  will  come  due  this 
year  and  when  they  reborrow  to  refi¬ 
nance  this  sum  they  will  pay  over  5-per¬ 
cent  interest. 

THE  PROPOSED  PLAN  TO  GET  AROUND  THE  CEILING 

The  other  clever  maneuver  is  to  dump 
into  the  already  tight  financial  market 
these  participation  certificates  which  we 
are  being  asked  to  authorize  here  today. 

This  plan  would  operate  outside  the 
Treasury.  And  it  would  reduce  direct 
Treasury  borrowings  now  and  present 
law  does  not  limit  the  interest  rate  on 
these  non -Treasury  issues.  Nor  are  they 
counted  as  part  of  the  national  debt 
even  though  the  certificates  are  guaran¬ 
teed  by  Fannie  May  and  the  maturities 
are  as  long  as  15  years  and  more.  And 
the  interest  rate  will  be  5  Ms  percent. 

ONE  OF  THE  EFFECTS  OF  THIS  PROPOSED 
FINANCING 

Last  week  we  had  a  bill  up  in  the 
Banking  Committee  to  outlaw  negotiable 
certificates  of  deposits  issued  by  banks. 


They  have  grown  to  about  $17  billion 
outstanding,  with  $16  billion  non- 
negotiable  certificates  of  deposit  also 
outstanding. 

The  witness  in  favor  of  outlawing 
these  negotiable  certificates  of  deposits 
before  the  House  Banking  and  Currency 
Committee  was  the  representative  of  the 
savings  and  loan  associations.  His 
argument:  These  certificates  of  deposits 
are  being  bought  up  by  persons  who 
would  normally  put  their  money  in  sav¬ 
ings  and  loan  associations,  and  as  a  re¬ 
sult  there  is  virtually  a  money  panic  in 
the  mortgage  money  market  for  funds 
for  the  savings  and  loans  associations. 
Despite  the  drain  upon  available  mort¬ 
gage  funds,  the  savings  and  loans  he 
said  would  not  fight  this  plan  here  today. 
I  suppose  because  the  President  wants  it. 
But,  think  of  the  effect  the  sales  of  these 
$4.2  billion  in  participation  certificates 
will  have  on  a  now  very,  very  tight 
money  market.  If  the  savings  and  loans 
have  no  money  now  as  a  result  of  5^4- 
percent  negotiable  certificates  of  de¬ 
posits,  what  will  happen  to  them  if  there 
is  $4.2  billion  of  Federal  participation 
certificates  also  dumped  on  the  market? 
A  virtual  mortgage  money  void  will 
result. 

WHAT  CAN  THE  GOVERNMENT  DO  TO  AVOID  THIS 
BILL? 

The  answer  to  this  dilemma  that  the 
Government  finds  itself  in  asking  for  this 
type  of  back-door  financing  is  to  now 
reduce  all  unnecessary  spending  for  give¬ 
away  programs  which  will  make  this 
dumping  of  participation  certificates  un¬ 
necessary. 

If  we  cannot  cut  the  budget  and  save 
the  $5  billion,  and  if  the  Government 
must  borrow  money,  I  believe  the  Con¬ 
gress  should  give  consideration  to  re¬ 
moving  the  4J/4  percent  ceiling  on  in¬ 
terest  rates,  so  that  the  Government  can 
move  into  the  market  and  sensibly  fi¬ 
nance  the  $91.8  billion  worth  of  bonds 
coming  due,  so  that  it  will  not  be  neces¬ 
sary  to  pay  the  exorbitantly  high  inter¬ 
est  rates  on  the  short  1-  to  5-year  money. 

DO  WE  HAVE  PEACE  AND  PROSPERITY? 

I  heard  the  chairman  of  the  Banking 
and  Currency  Committee  yesterday  say 
we  have  had  unprecedented  peacetime 
prosperity  for  the  last  5  years  and  that 
the  sale  of  these  participation  certificates 
will  help  to  carry  on  this  prosperity. 
Can  the  chairman  convince  anyone  that 
we  have  had  both  peace  and  prosperity  in 
the  last  5  years?  You  ask  any  mother 
who  today  has  a  son  fighting  in  Vietnam 
whether  we  are  enjoying  both  peace  and 
prosperity.  Any  schoolboy  can  tell  you 
that  our  prosperity  is  because  of  huge 
purchases  by  the  Government  for  de¬ 
fense  purposes  engendered  by  an  unde¬ 
clared  war. 

THIS  BILL  WILL  BE  EXPENSIVE  TO  TAXPAYERS 

Another  aspect  of  this  program  is  the 
added  costs  to  the  taxpayer.  The  Gov¬ 
ernment  has  already  borrowed  this  $4.2 
billion  at  4  y4  -percent  interest  to  acquire 
these  assets.  If  we  now  borrow  against 
these  assets  represented  by  this  $4.2  bil¬ 
lion,  we  will  have  to  pay  5  ^-percent  in¬ 
terest  now,  or  1 V4  percent  more  interest, 
or  $52.5  million  a  year  additional  interest. 
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CONCLUSION 

The  sale  of  these  participation  cer¬ 
tificates  will  put  the  Federal  Government 
in  the  banking  business.  President  An¬ 
drew  Jackson  lead  a  fight  which  liqui¬ 
dated  the  U.S.  Bank.  We  are  now  by 
this  bill  in  effect  reviving  it.  And  the 
end  will  be  nowhere  in  sight.  The  in¬ 
tegrity  of  the  budget  and  financial  sound¬ 
ness  of  our  Nation  has  been  by  being 
forthright,  above  board,  and  out  in  the 
open  for  all  to  see  and  examine.  Let  us 
keep  it  that  way. 

Mr.  BROCK.  Mr.  Chairman,  will  the 
gentleman  yield? 

Mr.  JOHNSON  of  Pennsylvania.  I 
yield  to  the  gentleman  from  Tennessee. 

Mr.  BROCK.  I  should  like  to  compli¬ 
ment  the  gentleman  on  his  statement, 
particularly  in  the  area  of  the  money 
market.  We  are  considering  in  our  com¬ 
mittee  a  bill  to  outlaw  certificates  of  de¬ 
posits,  primarily  because  they  have 
created  an  enormous  hardship  on  the 
homebuilding  market  through  their  sop¬ 
ping  up  of  those  funds  which  might  be 
made  available  to  savings  and  loan  in¬ 
stitutions.  This  bill,  with  equivalent  or 
even  higher  rates  of  interest,  would  have 
exactly  the  same  effect  and  be  very  de¬ 
structive  to  the  homebuilding  market. 

Mr.  JOHNSON  of  Pennsylvania.  I 
thank  the  gentleman. 

Mr.  PATMAN.  Mr.  Chairman,  I  yield 
10  minutes  to  the  gentleman  from  Penn¬ 
sylvania  [Mr.  Moorhead], 

(Mr.  MOORHEAD  asked  and  was  given 
permission  to  revise  and  extend  his  re¬ 
marks.) 

Mr.  MOORHEAD.  Mr.  Chairman, 
comparing  Federal  financing  to  family 
financing  can  be  dangerous,  but  I  think 
in  this  case  it  can  be  done. 

Suppose  a  family  faced  a  need  for 
funds — let  us  say  for  a  son’s  college  tui¬ 
tion — in  excess  of  net  family  income. 

One  solution  might  be  to  eliminate  all 
luxury  or  unnecessary  family  expendi¬ 
tures.  I  know  that  this  Congress  and 
this  administration  wants  to  end  all  un¬ 
necessary  spending. 

Assuming  that  our  hypothetical  family 
has  already  eliminated  all  unnecessary 
spending,  the  family  could  eliminate 
worthwhile  spending.  The  family  could 
decide  that  the  son  should  not  go  to  col¬ 
lege. 

This  is  the  type  of  Government  spend¬ 
ing  which  will  be  eliminated  if  we  fail 
to  enact  this  bill  today. 

To  return  to  our  family,  they  could  de¬ 
cide  to  go  to  the  bank  and  borrow  the 
money.  On  the  Federal  level  this  would 
be  the  same  as  direct  borrowing  by  the 
Treasury.  This  would  increase  our  na¬ 
tional  debt  but  it  would  admittedly  be 
slightly  less  expensive  than  the  proce¬ 
dures  proposed  in  this  bill. 

Our  hypothetical  family  could  decide 
to  raise  the  college  tuition  money  by  sell¬ 
ing  a  capital  asset — say  the  family  auto¬ 
mobile.  Now  we  are  getting  closer  to 
what  is  proposed  in  this  bill. 

Suppose  in  the  past  father  had  loaned 
money  to  cousin  Ted  who  now  is  well-to- 
do  but  short  of  cash.  Father  could  sell 
Ted’s  promissory  note  to  the  bank.  It 
is  quite  likely  that  the  bank  would  insist 
that  father  guarantee  Ted’s  note. 


Now  we  are  getting  close  to  the  bill  to¬ 
day,  and  are  at  the  procedure  which  in¬ 
dividual  agencies  have  used  in  the  past. 

Suppose  father  has  also  loaned  money 
to  Uncle  Fred  and  Brother  Bill,  and  finds 
that  he  can  get  a  better  deal  at  the  bank 
if  he  pools  all  three  notes  and  guarantees 
them. 

Now  we  have  arrived  at  the  basic 
procedure  of  H.R.  14544. 

Howeved,  to  continue  the  analogy,  let 
use  suppose  that  the  loans  to  Ted  and 
Fred  were  made  when  interest  rates  were 
lower  than  they  are  today.  The  bank 
would  insist  that  father  agree  to  make 
payments  which  when  added  to  Ted  and 
Fred’s  interest  would  equal  today’s  mar¬ 
ket  interest  rate. 

We  have  now  reached  in  our  family’s 
financing  of  son’s  tuition  the  most  ex¬ 
treme  situation  contemplated  by  H.R. 
14544. 

Mr.  Chairman,  I  submit  that  that  fam¬ 
ily  financing  plan  is  economically  sound 
and  that  H.R.  14544  is  also  economically 
sound. 

Mr.  Chairman,  I  urge  the  enactment 
of  H.R.  14544. 

Mr.  BROCK.  Mr.  Chairman,  will  the 
gentleman  yield  at  this  point? 

Mr.  MOORHEAD.  I  yield  to  the  gen¬ 
tleman. 

Mr.  BROCK.  Let  us  carry  the  example 
to  the  potential  inherent  in  this  bill. 
Let  us  say  he  did  sell  participations  in 
the  three  loans  to  the  bank  and  he  got 
the  money  and  used  it.  Let  us  say  he 
reloaned  it  to  three  others.  Then  can 
he  come  back  and  sell  it  to  the  bank 
again  and  continue  turning  it  over,  over, 
and  over  again  until,  instead  of  $1,000  he 
has  $10,000  or  $15,000  of  obligations? 
When  do  you  think  the  bank  will  pull 
the  string  on  this  man? 

Mr.  MOORHEAD.  I  think  the  bank 
will  pull  the  string  on  him  when  they 
think  he  is  in  an  unsound  condition,  and 
this  is  exactly  when  the  Committee  on 
Appropriations  and  the  Congress  will  do 
it.  It  is  exactly  the  same  situation. 

Of  course,  family  financing  is  differ¬ 
ent  from  Government  financing. 

Government  can  raise  taxes. 

One  alternative  to  the  enactment  of 
H.R.  14544  is  a  substantial  tax  increase. 

Mr.  Chairman,  some  who  oppose  H.R. 
14544  do  so  because  they  believe  that 
failure  to  enact  it  will  force  the  admin¬ 
istration  to  seek  a  tax  increase. 

Some  for  purely  partisan  political  rea¬ 
sons  want  to  force  a  Democratic  admin¬ 
istration  to  take  such  a  politically  un¬ 
popular  act  in  an  election  year. 

Some  sincerely  believe  that  the  neces¬ 
sity  for  a  tax  increase  at  this  time  is  so 
clear  that  the  administration  must  be 
blackjacked  into  a  tax  increase  by  the 
defeat  of  this  bill. 

To  this  latter  group  I  say  let  us  fight 
out  directly  the  issue  of  whether  infla¬ 
tionary  pressures  require  a  tax  increase 
or  not.  Let  us  not  require  a  tax  increase 
for  the  wrong  reasons. 

Mr.  CURTIS.  Mr.  Chairman,  will  the 
gnetleman  yield? 

Mr.  MOORHEAD.  I  am  glad  to 
yield  to  the  gentleman  from  Missouri. 

Mr.  CURTIS.  What  I  would  say  I 
would  not  seek  to  do — and  I  believe  most 


of  the  Members  do  not — is  to  increase 
taxes,  but  to  force  the  administration 
into  cutting  expenditures. 

Mr.  MOORHEAD.  If  I  thought  we 
could  cut  unnecessary  expenditures  by 
this  $4.5  billion,  I  would  certainly  agree 
with  the  gentleman,  but  I  believe  we  are 
going  to  have  to  do  it,  if  we  do  it,  by  cut¬ 
ting  out  community  facility  loans  to 
small  towns,  by  cutting  out  assistance  to 
our  fanners,  by  cutting  out  assistance  to 
small  business. 

This,  Mr.  Chairman,  I  do  not  believe 
that  this  Congress  wants  to  do  or  should 
do.  These  are  the  worthwhile  programs. 

The  reason  for  a  tax  increase  is  to  cool 
down  inflationary  pressures. 

It  does  not  involve  problems  of  financ¬ 
ing  Government  except  to  the  extent 
that  such  techniques  are  either  inflation¬ 
ary  or  deflationary. 

H.R.  14544  is  neither.  It  is  neutral.  If 
anything,  it  is  mildly  anti-inflationary. 

So,  Mr.  Chairman,  let  us  pass  this  bill 
and  then  face  squarely,  without  any  im¬ 
proper  pressure,  the  question  of  whether 
our  economy  needs  the  cooling  effect  of  a 
tax  increase. 

Others  avoid  the  issue  of  tax  increase 
and  argue  that  we  should  continue  to 
finance  direct  Treasury  loan  programs 
through  Treasury  financing. 

Mr.  Chairman,  that  would  be  a  radical 
change  of  long  established  congressional 
policy. 

Mr.  Chairman,  I  think  that  every 
Member  of  Congress  remembers  with 
particular  clarity,  matters  which  first 
come  before  Congress  when  he  is  a  new 
Member. 

On  February  4,  1959,  when  I  had  been 
a  Member  of  this  body  for  just  1  month,  a 
bill  came  to  the  floor  to  authorize  money 
for  direct  home  loans  for  veterans. 

There  was  great  deal  of  opposition  to 
the  bill  on  the  ground  that  the  Federal 
Government  should  not  be  in  the  money 
lending  business,  but  should  limit  itself 
to  Government  guarantees  of  private 
lending. 

As  a  matter  of  fact,  we  adopted  an 
amendment,  the  effect  was  to  say  that 
there  could  be  no  direct  loans  except 
where — 

.  .  .  the  Administrator  finds  that  private 
capital  is  not  generally  available  in  any  rural 
area  or  small  city  or  town  for  the  financing 
of  loans  under  Sec.  1810. 

The  then  minority  leader,  the  gentle¬ 
man  from  Indiana  [Mr.  Halleck],  op¬ 
posing  the  direct  loan  program  said: 

...  In  other  words,  the  FHA  Is  developing 
a  program  that  takes  advantage  of  private 
capital  through  the  guarantee  of  the  amount 
and  the  loans  are  being  made  in  that  fashion. 

Mr.  Chairman,  that  is  what  we  are  try¬ 
ing  to  do  in  this  bill  before  the  House 
today. 

In  the  debate  in  1959,  the  Chairman  of 
the  Committee  on  Veterans’  Affairs,  the 
gentleman  from  Texas  [Mr.  Teague],  in 
arguing  for  the  direct  loan  program,  an¬ 
ticipated  the  situation  we  face  today.  He 
said: 

I  might  add  that  the  direct  loan  program 
Is  not  a  gift  to  the  veterans  of  our  rural 
areas;  It  is  a  profitable  investment  of  the  tax¬ 
payers’  money.  The  money  authorized  for 
the  VA  direct  loan  program  will  be  repaid  to 
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the  Treasury  of  the  United  States  with  in¬ 
terest. 

Although  at  this  point  In  the  debate 
Mr.  Teague  was  anticipating  that  the 
Government  would  hold  the  loan  to  ma¬ 
turity,  he  certainly  recognized  the  fact 
that  many  Members  of  Congress  wanted 
to  see  the  Government  get  out  of  the 
lending  business  as  soon  as  possible. 
Subsection  (g)  of  38  United  States  Code 
1811  provides  as  follows: 

The  Administrator  may  sell,  and  shall  offer 
for  sale,  to  any  person  or  entity  approved  for 
such  purpose  by  him,  any  loan  made  under 
this  section  at  a  price  which  he  determines 
to  be  reasonable  but  not  less  than  98  per 
centum  of  the  unpaid  principal  balance,  plus 
the  full  amount  of  accrued  interest  .  .  .  . 

Thus,  many  years  ago,  Congress  estab¬ 
lished  a  policy  of  encouraging  the  substi¬ 
tution  of  private  for  public  capital  in 
loan  programs. 

At  that  time,  Congress  also  anticipated 
the  possibility  of  pooling  loans  for  sale 
and  pooling  is  the  heart  of  the  bill  which 
is  before  us  today.  Section  1811(g)  pro¬ 
vides  that — 

If  loans  are  offered  to  an  investor  in  a 
package  or  block  of  two  or  more  loans  no 
sale  shall  be  made  at  less  than  98  per  centum 
of  the  aggregate  unpaid  principal  balance  of 
the  loans  included  in  such  package  or  block, 
plus  the  full  amount  of  accrued  interest. 

Thus,  was  the  pool  of  assets  concept 
born.  Furthermore,  the  concept  did  not 
contemplate  a  transfer  which  would 
stand  on  its  own  feet.  The  Congress  rec¬ 
ognized  that  a  Government  guarantee 
would  be  required.  Congress  provided 
for  this  in  section  1811(g)  in  the  follow¬ 
ing  words: 

And  the  Administrator  shall  guarantee  any 
loan  thus  sold  subject  to  the  same  condi¬ 
tions,  terms  and  limitations  which  would  be 
applicable  were  the  loan  guaranteed  under 
section  1810  of  this  title. 

Mr.  Chairman,  the  bill  before  us  today 
is  designed  to  apply  on  a  broader  scale 
the  very  same  principles  which  the  Con¬ 
gress  adopted  many  years  ago. 

I  urge  the  enactment  of  H.R.  14544. 

Mr.  PATMAN.  Mr.  Chairman,  I  yield 
10  minutes  to  the  gentleman  from  Geor¬ 
gia  [Mr.  Weltner]  . 

(Mr.  WELTNER  asked  and  was  given 
permission  to  revise  and  extend  his  re¬ 
marks.) 

Mr.  WELTNER.  Mr.  Chairman,  I 
thank  the  chairman  of  our  committee  for 
yielding  this  time  to  me. 

Mr.  Chairman,  I  support  this  legis¬ 
lation.  I  think  it  is  sound  legislation. 
It  is  a  reasonable  means  of  converting 
assets  into  money,  in  order  that  money 
might  be  directed  to  programs  that  are 
authorized  by  the  Congress,  pursuant  to 
the  direction  and  permission  of  the  ap¬ 
propriations  process. 

I  have  listened  carefully  to  the  opposi¬ 
tion  arguments  today.  And  it  appears  to 
me  there  is  one  ground  upon  which  they 
base  their  opposition — one  ground  that 
is  more  important  than  any  other.  That 
is,  very  simply,  that  the  enactment  of 
this  bill  will  permit  the  deficit  to  be  re¬ 
duced — very  simply,  that  the  implemen¬ 
tation  of  the  participation  bill  will  reduce 
the  deficit  of  this  Government. 

Mr.  CURTIS.  Mr.  Chairman,  will  the 
gentleman  yield? 


Mr.  WELTNER.  I  yield  to  the  gentle¬ 
man. 

Mr.  CURTIS.  Not  the  total  deficit  of 
the  Government — the  deficit  that  is  sub¬ 
ject  to  debt  limitation.  But  the  U.S. 
Government  will  still  be  in  the  same 
position. 

Mr.  WELTNER.  The  gentleman  from 
Missouri  states  his  contention  on  the 
matter.  However,  the  opposition  is  based 
on  the  ground,  as  is  quite  clear  from  the 
discussion  here  today,  that  by  converting 
these  assets  into  cash,  we  will  be  able  to 
diminish  the  impact  of  what  could,  with¬ 
out  the  sale  of  any  assets,  be  as  much  as  a 
$6  billion  deficit  for  this  year. 

Mr.  CEDERBERG.  Mr.  Chairman, 
will  the  gentleman  yield? 

Mr.  WELTNER.  I  yield  to  the  gentle¬ 
man. 

Mr.  CEDERBERG.  If  this  bill  does 
not  pass,  what  effect  will  it  have  on  the 
total  deficit  for  the  coming  fiscal  year — 
if  no  action  is  taken? 

Mr.  WELTNER.  If  this  bill  does  not 
pass,  the  budget  still  contains  a  proposal 
to  dispose  of  assets,  under  present  pro¬ 
grams,  in  the  amount  of  $2.8  billion. 
Now,  with  the  passage  of  this  bill,  in 
fiscal  year  1967  we  can  dispose  of  an 
additional  $1.9  billion. 

Mr.  CEDERBERG.  If  this  bill  does  not 
pass,  that  portion  of  the  deficit  would  be 
financed  by  bonds  sold  at  a  4.15-percent 
rate;  is  that  correct? 

Mr.  WELTNER.  I  believe  that  the 
4  x/4 -percent  bond  ceiling  has  been  obso¬ 
lete  for  many,  many  years,  because  we 
have  been  unable  to  sell  long-term  bonds 
at  that  rate.  If  I  am  in  error  about  that, 
then  I  would  like  to  be  corrected.  But 
it  has  been  my  understanding  that  it 
has  been  at  least  10  years  since  we  suc¬ 
cessfully  sold  a  long-term  issue  with  the 
4% -percent  bond  rate.  Consequently, 
the  minority  views  which  state  in  part 
that  the  breaching  of  the  4  Vi -percent 
Government  bond  ceding  rate  as  an  ob¬ 
jection  to  this  is  then  totally  irrelevant. 
We  are  not  breaching  that  ceiling  rate, 
because  to  all  intents  and  purposes  that 
ceiling  has  been  inoperative  inasmuch  as 
no  issues  have  been  made  under  that. 

Mr.  HANNA.  Mr.  Chairman,  will  the 
gentleman  yield? 

Mr.  WELTNER.  I  yield  to  the  gentle¬ 
man  from  California. 

Mr.  HANNA.  Mr.  Chairman,  the  gen¬ 
tleman  in  the  well  is  making  a  very  im¬ 
portant  point  and  a  very  true  point.  The 
fact  is  if  we  do  not  pass  this  bill,  we  will 
be  in  the  market  for  short-term  Treasury 
bills  at  a  percentage  above  the  ceiling. 
The  gentleman  is  exactly  right  because 
the  money  that  we  will  be  getting,  to  the 
degree  that  we  get  any,  will  be  on  less 
than  a  5 -year  maturity. 

I  congratulate  the  gentleman. 

Mr.  WELTNER.  Mr.  Chairman,  there 
has  been  much  talk  about  “gimmickery,” 
and  much  opposition  raised  to  this  bill 
on  the  ground  that  it  is  some  kind  of 
“gimmick.” 

I  have  read  the  minority  views.  If 
there  is  any  gimmickry  involved  in  this 
legislation,  it  is  the  basis  of  opposition, 
as  discussed  in  those  minority  views. 
For  example,  if  you  read  the  minority 
views,  you  will  see  that  there  is  a  quarrel 
with  this  bill  because,  it  is  charged,  that 
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the  Postmaster  General  was  present  in 
the  hearing  room.  If  that  were  true,  I 
know  not  what  difference  it  would  make, 
but  it  is  not  the  fact.  The  Postmaster 
General  was  not  in  the  hearing  room. 
Here  is,  at  most,  some  kind  of  an  oppo¬ 
sition  gimmick. 

It  is  said  in  these  minority  views  that 
assets  are  not  sold,  they  are  only  refi¬ 
nanced.  And  here  follows  a  lengthy 
legalistic  viewpoint  of  what  constitutes 
a  sale  and  what  constitutes  refinancing. 
Well,  what  difference  does  it  make? 
What  difference  does  it  make  just  how 
assets  be  converted  into  cash,  and  just 
where  the  incidence  of  title  might  rest? 
It  makes  no  difference.  And  this,  too, 
is  a  gimmick  of  opposition. 

It  is  said  that  a  balanced  budget  can 
be  achieved  by  bookkeeping,  and  that  is 
one  of  the  quarrels  with  this,  that  a  bal¬ 
anced  budget  can  be  achieved.  It  ap¬ 
pears  to  me  that  that  should  not  be  a 
ground  of  opposition.  That  should  be  a 
ground  of  support.  How  often  do  we 
bear  from  the  other  side  of  the  aisle  the 
pleas  for  a  balanced  budget  notwith¬ 
standing  the  biggest  budget  deficit  in  the 
history  of  the  country,  some  $12  billion, 
when  there  was  a  member  of  the  other 
party  in  the  White  House? 

If  this  is  a  measure  which  can  bal¬ 
ance  the  budget,  why  should  that  not 
warrant  the  support  of  Members  of  Con¬ 
gress  who  express  such  an  interest  in  a 
balanced  budget? 

Mr.  BROCK.  Mr.  Chairman,  will  the 
gentleman  yield  at  that  point? 

Mr.  WELTNER.  I  yield  to  the  gen¬ 
tleman  from  Tennessee. 

Mr.  BROCK.  I  might  point  out  to 
the  gentleman  that  when  we  use  the 
term  “balanced  budget,”  those  of  us 
who  favor  it,  we  are  speaking  of  a  deficit 
as  an  inflation  device.  In  other  words, 
it  represents  an  expenditure  of  dollars 
in  excess  of  income.  This  may  balance 
the  administrative  budget,  but  it  has  ab¬ 
solutely  no  impact  on  the  reduction  of 
expenditures,  this  actual  cash  deficit,  the 
amount  of  money  that  is  spent  in  excess 
of  income.  That  is  the  difference. 

Mr.  WELTNER.  Is  it  not  money,  like 
any  other  money,  and  is  it  not  rather 
legalistic  to  say  that  this  is  not  really 
money?  It  is  money  of  the  United  States 
Government,  and  whether  it  comes  from 
the  sale  of  participation  certificates  or 
whether  it  comes  from  taxes  levied  by 
the  Congress,  it  is  still  money. 

For  the  life  of  me,  I  do  not  understand 
these  frantic  objections  to  taking  assets 
in  a  huge  and  overburdened  portfolio, 
disposing  of  those  in  a  sound,  business¬ 
like  manner,  and  then  applying  the  pro¬ 
ceeds  to  the  operations  of  the  U.S.  Gov¬ 
ernment.  I  wonder  if  the  gentleman 
from  Tennessee  would  suggest,  rather 
than  disposing  of  these  assets,  that  we 
acquire  money  in  the  other  way,  of  rais¬ 
ing  taxes. 

Mr.  BROCK.  No;  I  would  not. 

Mr.  WELTNER.  I  thank  the  gentle¬ 
man  for  that  response.  I  certainly 
would  not,  either,  and  I  think  that  this 
is  an  opportunity  where  we  in  the  Con¬ 
gress  can  make  an  orderly,  sound,  care¬ 
ful,  planned  disposition  of  the  property 
of  the  people  of  the  United  States,  and 
devote  those  proceeds  to  programs  de- 
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veloped  for  the  benefit  of  the  people  of 
the  United  States. 

Mr.  Chairman,  there  is  one  other  mat¬ 
ter  that  I  should  like  to  comment  upon 
briefly,  and  that  is  contained  in  the  final 
section  of  this  act,  which  directs  the  Sec¬ 
retary  of  the  Treasury  to  implement  a 
study,  and  to  submit,  within  6  months, 
legislative  proposals  which  would  carry 
out  his  recommendations,  to  changing 
the  lending  functions  of  the  Government 
to  a  guarantee  function. 

It  has  been  my  view  that  we  should  do 
this  insofar  as  it  is  possible.  The  suc¬ 
cess  of  the  FHA  is  a  strong  example  of 
that.  Where  it  is  possible,  our  purpose 
should  be,  rather  than  appropriating 
money  and  lending  it  and  selling  partici¬ 
pations  in  pools  of  securities  represent¬ 
ing  those  loans,  to  convert,  insofar  as 
possible,  to  a  guarantee  program. 

I  believe  this  will  be  a  valuable  report, 
and  I  believe  that  the  adoption  of  this 
bill  would  be  an  indication  on  the  part 
of  the  Members  of  the  Congress  that 
here  is  a  new  means  whereby  we  might 
avoid  huge  loan  portfolios.  We  might 
avoid  the  excessive  tying  up  of  the  peo¬ 
ple’s  money  in  loan  programs,  and  ac¬ 
complish  the  same  purpose  of  making 
available  money  to  borrowers  who  need 
it,  and  who  qualify  in  accordance  with 
Federal  programs. 

Mr.  FINO.  Mr.  Chairman,  will  the 
gentleman  yield? 

Mr.  WELTNER.  I  yield  to  the  gen¬ 
tleman  from  New  York  [Mr.  FinoI. 

Mr.  FINO.  Mr.  Chairman,  the  gentle¬ 
man  seems  to  express  some  resentment 
on  the  part  of  the  majority  that  the 
minority  are  using  the  terminology 
“budget  gimmickry.” 

Mr.  WELTNER.  Yes;  I  do  object  to 
that  term. 

Mr.  FINO.  If  it  is  not  budget  gim¬ 
mickry,  I  would  like  to  know  what  it  is. 
If  we  boiTow  through  the  Treasury  that 
money,  whatever  we  borrow — the  gentle¬ 
man  said  before  it  makes  no  difference 
how  the  money  is  borrowed,  we  need  the 
money — either  we  get  it  this  way  or 
through  taxes;  is  that  correct? 

Mr.  WELTNER.  I  have  yielded  to  the 
gentleman.  He  is  making  a  statement 
at  this  point. 

CALL  OP  THE  HOUSE 

Mr.  HANNA.  Mr.  Chairman,  a  point 
of  order. 

The  CHAIRMAN.  The  gentleman  will 
state  the  point  of  order. 

Mr.  HANNA.  Mr.  Chairman,  I  think 
that  the  points  that  have  been  made  by 
the  gentleman  from  Georgia  are  very  im¬ 
portant.  The  debate  on  this  bill  is  very 
important.  I  am  rather  disappointed  to 
see  the  position  of  the  House. 

I  make  the  point  of  order  that  a  quor-- 
run  is  not  present.  I  think  the  Members 
should  be  here  to  hear  this  colloquy. 

The  CHAIRMAN.  The  Chair  will 
count. 

Sixty-one  Members  are  present,  not  a 
quorum.  The  Clerk  will  call  the  roll. 

The  Clerk  called  the  roll,  and  the  fol¬ 
lowing  Members  failed  to  answer  to  their 
names: 


[Roll  No.  104] 


Annunzio 

Green,  Pa. 

Powell 

Baring 

Hagan,  Ga. 

Pucinski 

Barrett 

Halleck 

Resnlck 

BoUing 

Hansen,  Idaho 

Ronan 

Broomfield 

Hawkins 

Roncalio 

BroyhUl,  Va. 

Hubert 

Rooney,  N.Y. 

Buchanan 

Holland 

Rooney,  Pa. 

Byrne,  Pa. 

Howard 

Rostenkowski 

Clark 

Jones,  Mo. 

St.  Onge 

Colmer 

Kirwan 

Scott 

Corbett 

Kluczynski 

Sikes 

Conn an 

Leggett 

Slack 

Daddario 

McCarthy 

Smith,  Calif. 

Dague 

MacGregor 

Stubblefield 

Dawson 

Martin,  Mass. 

Thompson,  N.J. 

Dickinson 

Mathias 

Toll 

Downing 

Miller 

Tupper 

Ellsworth 

Morgan 

Watkins 

Evins,  Tenn. 

Morrison 

Watson 

Fallon 

Mosher 

Whitener 

Farnum 

Murphy,  Ill. 

Williams 

Flood 

Murray 

Willis 

Felton,  Pa. 

Nix 

Wilson, 

Giaimo 
Gilligan 
Green,  Oreg. 

O’Hara,  Ill* 
Olsen,  Mont. 
Pool 

Charles  H. 

Accordingly,  the  Committee  rose;  and 
the  Speaker  pro  tempore  having  resumed 
the  chair,  Mr.  Keogh,  Chairman  of  the 
Committee  of  the  Whole  House  on  the 
State  of  the  Union,  reported  that  that 
Committee  having  had  under  considera¬ 
tion  the  bill  H.R.  14544,  and  finding 
itself  without  a  quorum,  he  had  directed 
the  roll  to  be  called,  when  354  Members 
responded  to  their  names,  a  quorum,  and 
he  submitted  herewith  the  names  of  the 
absentees  to  be  spread  upon  the  Journal. 

The  Committee  resumed  its  sitting. 

The  CHAIRMAN.  The  gentleman 
from  Georgia  is  recognized. 

Mr.  WELTNER.  Mr.  Chairman, 
prior  to  the  point  of  order  I  had  been 
discussing  gimmickry — not  the  budget 
gimmickry  charged  by  the  minority 
here,  but  the  gimmickry  contained  with 
the  opposition  to  this  measure. 

I  want  to  point  out  another  factor 
that  comprises  this  opposition  gim¬ 
mickry.  On  page  22  of  the  report,  there 
is  in  bold,  black  type  this  statement: 
“The  debt  limit  will  become  meaning¬ 
less.” 

Mr.  Chairman,  anyone  who  has  read 
this  bill  knows  that  it  does  not  amend 
the  legislation  that  sets  the  debt  limit. 
It  does  not  affect  the  ability  of  the 
Treasury  to  borrow  money  as  a  direct 
obligation  of  the  United  States.  In  no 
way  does  it  affect  the  debt  limit. 

It  is  true  that  by  the  sale  of  par¬ 
ticipations,  which  carry  with  them  some 
contingent  liability  on  the  part  of  the 
United  States,  there  will  be  some  effect 
upon  the  total  contingent  liability  of 
the  Government. 

But,  Mr.  Chairman,  if  that  is  to  be  a 
reason  for  opposition,  then  surely  the 
minority  would  have  to  agree  that  we 
must  put  the  FHA  under  the  debt  limit, 
and  that  all  insured  loans  carrying  with 
them  the  guaranty  of  the  FHA  must 
come  within  the  debt  limit. 

I  have  not  seen  anyone  arise  on  that 
side  of  the  House  to  make  that  sug¬ 
gestion. 

So  the  truth  of  the  matter  is  that, 
even  on  a  casual  examination,  we  will 
see  that  the  debt  limit  would  not  become 
meaningless  by  this  bill. 

In  fact,  the  debt  limit  is  not  in  the 
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slightest  affected  by  this  proposal.  Were 
this  bill  enacted,  the  debt  limit  would 
remain  what  it  is  until  changed  by  due 
process  of  the  U.S.  Congress. 

Mr.  HANNA.  Mr.  Chairman,  will  the 
gentleman  yield? 

Mr.  WELTNER.  I  yield  to  the  gen¬ 
tleman  from  California. 

Mr.  HANNA.  Mr.  Chairman,  I  com¬ 
mend  the  gentleman  from  Georgia,  not 
only  for  the  statement  he  has  made  but 
also  for  his  being  the  author  of  the  pro¬ 
posal  which  puts  into  the  bill  a  study  to 
be  made  of  this  program. 

I  ask  the  gentleman  this  question: 
Have  you  not  been  somewhat  surprised 
that  the  Republicans  have  made  no 
reference  to  the  $5.2  billion  worth  of 
participation  loans  that  have  gone  on 
and  that  will  go  on,  whether  this  bill  is 
passed  or  not? 

Mr.  WELTNER.  I  might  respond  to 
the  gentleman  that  I  have  been 
astounded.  In  the  88th  Congress,  when 
we  adopted  the  conference  report  on  the 
housing  bill,  and  participation  sales  were 
contained  therein,  there  was  no  cry  of 
“budget  gimmickry.”  In  fact,  there  were 
over  100  Republican  votes  supporting 
that  measure. 

I  have  been  surprised  to  see  that  there 
has  been  no  reference  to  any  cry  of 
“budget  gimmickry”  with  the  adoption 
of  the  1965  housing  report  in  this  89th 
Congress,  wherein  the  same  provisions 
were  made.  Certainly  there  has  been  no 
cry  of  “budget  gimmickry”  with  the  sale 
of  $3.3  billion  of  participations  by  the 
Federal  National  Mortgage  Association 
and  the  Export-Import  Bank  of  Wash¬ 
ington. 

Mr.  WIDNALL.  Mr.  Chairman,  I 
yield  10  minutes  to  the  gentleman  from 
Tennessee  [Mr.  Brock], 

(Mr.  BROCK  asked  and  was  given  per¬ 
mission  to  revise  and  extend  his  re¬ 
marks.) 

Mr.  BROCK.  Mr.  Chairman,  let  me 
say  first,  in  response  to  the  gentleman 
from  Georgia  and  the  gentleman  from 
Pennsylvania,  I  do  not  rise  in  opposition 
to  this  bill  because  I  want  a  tax  increase 
or  for  partisan  political  reasons. 

As  a  matter  of  fact,  I  do  not  rise  in 
opposition  to  the  principle  involved  in 
this  bill  at  all.  I  agree  we  should  meh- 
tion  the  fact  that  we  do  have  participa¬ 
tion  sales  going  on  today. 

If  certain  amendments  are  adopted, 
which  would  clean  up  this  bill,  as  the 
committee  should  have  cleaned  it  up;  if 
we  will  take  out  the  loophole  providing 
for  a  constant  revolving  fund  being  al¬ 
lowed  to  these  various  agencies  outside 
the  authorization  limitations  placed 
upon  them  by  the  Congress  of  the  United 
States;  if  we  can  put  a  limit  upon  the 
interest  rate,  so  that  we  will  not  disrupt 
the  money  markets  and  destroy  the 
housing  industry  of  this  country;  then  I 
personally  agree  we  should  involve  free 
enterprise  to  the  maximum  possible  de¬ 
gree,  and  I  would  support  this  kind  of 
legislation.  I  want  that  to  be  a  part  of 
the  Record. 

Mr.  WIDNALL.  Mr.  Chairman,  will 
the  gentleman  yield? 
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Mr.  BROCK.  I  yield  to  the  gentleman 
from  New  Jersey. 

Mr.  WIDNALL.  I  should  like  to  call 
to  the  attention  of  the  gentleman  from 
Georgia  [Mr.  Weltner]  the  fact  that  I 
believe  the  Record  will  show,  in  1964,  the 
vote  about  which  he  spoke  was  one  in 
connection  with  an  omnibus  housing  bill, 
and  the  section  about  which  he  spoke 
was  never  considered  in  the  House  of 
Representatives.  There  were  no  hear¬ 
ings  on  it.  It  was  placed  in  the  bill  in  the 
Senate.  It  came  back  to  the  House  in  a 
conference  report,  as  a  part  of  the  gen¬ 
eral  housing  bill. 

That  is  the  vote  I  believe  the  gentle¬ 
man  spoke  about. 

Mr.  WELTNER.  Mr.  Chairman,  will 
the  gentleman  yield? 

Mr.  BROCK.  I  yield  to  the  gentle¬ 
man  from  Georgia. 

Mr.  WELTNER.  I  thank  the  gentle¬ 
man  for  yielding. 

I  wonder  if  the  gentleman  from  New 
Jersey  is  intimating  that  his  colleagues 
who  voted  for  the  bill  were  unaware  of 
that  provision  in  the  bill  as  contained 
in  the  conference  report? 

Mr.  WIDNALL.  I  would  say  “yes.” 

Mr.  WELTNER.  Was  not  the  gentle¬ 
man  a  member  of  the  conference,  on  the 
conference  committee? 

Mr.  WIDNALL.  If  the  gentleman  will 
look  at  the  Record,  I  did  not  sign  the 
conference  report. 

Mr.  BROCK.  Mr.  Chairman,  I  hope 
my  own  personal  position  is  somewhat 
more  clear.  I  do  intend  to  support  this 
bill  if  we  can  make  it  what  I  consider 
to  be  an  honest  bill.  I  am  not  opposed 
to  the  principle  of  maximum  free  enter¬ 
prise  participation  in  the  money  market. 

There  are  certain  inconsistencies 
which  have  crept  into  the  debate,  and 
which  I  believe  somewhat  interesting. 
I  listened  to  the  gentleman  from  New 
York  [Mr.  Multer],  talk  about  the  fact 
that  if  we  have  excess  funds  today,  this 
would  help  to  sop  up  those  funds,  while 
at  the  same  time  the  chairman  of  our 
Banking  Committee  says  that  this  will 
not  increase  interest  costs. 

I  was  interested  in  the  remark  that 
the  Republicans  were  being  supported 
by  some  rather  unusual  groups — the 
ADA,  the  Farmer’s  Union,  the  National 
Grange,  and  the  AFL-CIO.  It  is  not  re¬ 
markable  to  me  that  we  are  being  sup¬ 
ported  by  any  group,  rather,  I  commend 
them  for  their  intelligence. 

I  believe  it  is  perhaps  more  remark¬ 
able  that  the  chairman  of  the  commit¬ 
tee  is  supporting  the  American  Bankers 
Association  in  this  particular  instance. 

Mr.  PATMAN.  Mr.  Chairman,  will 
the  gentleman  yield? 

Mr.  BROCK.  I  yield  to  the  gentleman 
from  Texas. 

Mr.  PATMAN.  I  believe  the  gentle¬ 
man  had  better  take  off  his  list  the 
Farmer’s  Union  and  the  AFL-CIO.  I  do 
not  believe  they  are  in  opposition  to  the 
bill. 

As  to  the  ADA,  of  course  that  is  a 
rather  unusual  combination,  I  will  ad¬ 
mit. 

We  are  not  supporting  the  bankers  so 
much  as  they  are  supporting  us,  and 
they  are  rather  consistent  in  doing  that. 


Mr.  BROCK.  Well,  we  do  have  an  un¬ 
usual  combination.  I  believe  the  gentle¬ 
man  will  agree  to  that. 

Mr.  PATMAN.  Yes;  on  both  sides. 

Mr.  BROCK.  Of  course,  the  chair¬ 
man  does  not  often  hide  his  light  under 
a  bushel,  but,  I  was  fascinated  to  hear 
him  say  that  Members  of  Congress  on 
this  bill  are  relatively  inconsistent  and 
though  inconsistent,  then  have  been 
right  on  each  position  taken. 

Mr.  CEDERBERG.  Mr.  Chairman, 
will  the  gentleman  yield? 

Mr.  BROCK.  I  yield  to  the  gentle¬ 
man  from  Michigan. 

Mr.  CEDERBERG.  I  am  always  in¬ 
terested  in  the  remarks  of  my  good 
friend  the  chairman  of  this  committee, 
about  how  he  is  joining  the  bankers  or 
the  bankers  are  joining  him.  What  sur¬ 
prises  me  is  how  he  has  left  the  small 
investors  and  the  low  interest  rates,  and 
joined  the  big  investors  in  the  big  money 
market,  with  5  V2  percent  interest  rates 
against  414  percent  interest  rates.  I 
just  cannot  understand  what  has  hap¬ 
pened  to  the  gentleman  from  Texas.  I 
do  not  understand  it.  Perhaps  he  can 
explain  it. 

Mr.  BROCK.  I  share  the  gentleman’s 
concern. 

Mr.  PATMAN.  Mr.  Chairman,  will 
the  gentleman  yield? 

Mr.  BROCK.  I  shall  be  delighted  to 
hear  an  answer. 

Mr.  PATMAN.  Of  course  I  am  de¬ 
lighted  to  help  the  small  business  man 
in  the  small  towns.  We  are  going  to  do 
that  in  the  big  cities.  I  would  like  to 
help  them  in  the  small  towns. 

Interest  rates  are  not  involved  in  this, 
regardless  of  whether  they  are  low  or 
high.  The  principle  here  is  whether  or 
not  we  should  give  the  private  sector  an 
opportunity  to  buy  these  Government 
securities.  Some  rates  will  be  high  and 
some  will  be  low,  but  that  is  not  the 
principle  involved  here. 

Mr.  CEDERBERG.  Mr.  Chairman, 
will  the  gentleman  yield  further? 

Mr.  BROCK.  I  am  glad  to  yield. 

Mr.  CEDERBERG.  I  have  some  small 
businessmen  in  my  district,  and  maybe 
they  are  smaller  than  the  small  business¬ 
men  in  the  gentleman’s  district  in  Texas, 
but  my  small  businessman,  if  he  wants  to 
buy  any  Government  bonds,  will  have  to 
get  4  14  percent  interest,  because  I  do  not 
have  any  small  businessmen  that  can  go 
ahead  and  buy  $5,000  participation  cer¬ 
tificates  and  get  it  at  5  14  percent.  Maybe 
your  small  businessmen  are  wealthy 
down  there.  I  guess  the  oil  business  is 
down  there. 

Mr.  PATMAN.  The  small  business¬ 
men  are  not  in  business  as  investors. 
They  do  not  make  their  money  that  way. 
The  reason  why  we  have  large  denomina¬ 
tions  here  is  to  attract  certain  funds  like 
pension  funds  and  large  corporate  funds 
and  funds  like  that.  It  is  very  necessary 
to  do  that  in  order  to  keep  them  out  of 
competition  with  the  housing  market. 

Mr.  CEDERBERG.  Will  the  gentle¬ 
man  yield  further? 

Mr.  BROCK.  I  am  glad  to  yield. 

Mr.  CEDERBERG.  My  small  busi¬ 
nessmen  are  having  a  little  trouble  get¬ 
ting  by. 
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Mr.  PATMAN.  You  mean  they  are 
having  a  little  trouble  getting  bonds  or 
getting  by? 

Mr.  CEDERBERG.  Getting  by  in 
business.  ... 

Mr.  PATMAN.  I  thought  you  said 
bonds. 

Mr.  CEDERBERG.  If  I  understand 
correctly,  they  will  have  to  pay  another 
1  percent  in  the  interest  rates  through 
the  tax  window.  They  are  having 
trouble  meeting  their  taxes  and  all  these 
things,  but  they  are  going  to  have  to 
make  it  up  through  the  tax  window. 

Mr.  PATMAN.  This  does  not  affect 
that  at  all.  Besides  the  additional  1  per¬ 
cent  or  iy4  percent  that  will  have  to  be 
paid  on  these  participation  certificates 
will  be  made  up  two  or  three  times  by 
the  taxes  they  pay  which  they  would  not 
have  to  pay  on  Treasury  issues,  to  cities, 
counties.  States,  and  political  subdivi¬ 
sions. 

Mr.  BROCK.  If  I  may  remind  the 
chairman,  Treasury  does  not  buy  munici¬ 
pal  bond  issues.  People  buy  those  issues. 

Mr.  MULTER.  If  the  gentleman  will 
yield  to  me,  I  will  point  jout  some  incon¬ 
sistencies  in  the  colloquy  between  the 
gentleman  from  Georgia  and  the  gentle¬ 
man  from  New  Jersey.  The  gentleman 
from  New  Jersey  did  say  that  he  did  not 
sign  the  conference  report,  but  the  rec¬ 
ord  shows  that  he  voted  for  the  confer¬ 
ence  report  both  in  1964  and  1965. 

Mr.  BROCK.  If  we  can  get  back  to 
the  topic  at  hand  just  briefly,  one  of  the 
real  justifications  for  this  bill  and,  as  a 
matter  of  fact,  about  the  only  justifica¬ 
tion  for  it  insofar  as  the  Treasury  itself 
and  the  administration  are  concerned 
is  that  they  are  totally  unable  to  put 
out  long-term  Government  obligations 
in  the  market  today  because  we  have  a 
legal  limit  of  4  14  percent  on  long-term 
debt.  It  is  an  unrealistic  limit.  That 
cannot  sell  bonds  at  4  y4  percent  and 
consequently  they  come  to  the  Congress 
and  ask  us  to  provide  them  with  a  ve¬ 
hicle  for  making  an  end  run  around  the 
414 -percent  interest  ceiling.  It  is  inter¬ 
esting  that  the  chairman  of  our  commit¬ 
tee,  who  consistently  has  been  for  low 
interest  rates  and  even  suggested  we 
lower  the  long  term  debt  rate,  is  carry¬ 
ing  the  ball  for  the  Treasury  in  an  end 
run  around  the  ceiling  on  interest  which 
is  chargeable  on  the  national  debt. 

Mr.  PATMAN.  If  the  gentleman  will 
yield,  the  gentleman  will  also  be  carrying 
the  ball  against  increasing  the  4  !4 -per¬ 
cent  rate  and  the  gentleman  in  advocat¬ 
ing  taking  off  the  ceiling  is  certainly  ad¬ 
vocating  higher  interest  rates,  I  believe. 

Mr.  BROCK.  I  am  saying  to  the 
chairman  that  we  are  taking  off  the 
ceiling  with  this  bill  as  it  is  written 
without  having  to  face  our  responsibili¬ 
ties  as  Members  of  Congress  and  facing 
the  problem  itself.  We  are  conducting 
an  end  run  around  the  law. 

Mr.  PATMAN.  If  the  gentleman  will 
yield  further,  this  is  not  considered  a 
precedent  for  that,  I  assure  the  gentle¬ 
man.  When  it  is  proposed  we  take  the 
ceiling  off  the  4 14 -percent  interest  rate 
we  will  get  the  support  of  the  Republican 
steering  committee.  We  have  100  mem¬ 
bers  on  our  steering  committee  from 
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the  Democratic  side  only  that  will  be  in 
opposition  to  that,  and  we  will  do 
everything  we  can  to  defeat  it,  as  we 
have  defeated  it  twice  already  in  the 
Eisenhower  administration. 

Mr.  BROCK.  In  other  words,  it  is 
fine  politically  to  oppose  an  increase  in 
the  interest  rates  legally,  but  it  is  okay 
to  carry  a  ball  around  end  and  pass  a  bill 
that  allows  the  Federal  Government  to 
finance  its  debt  at  a  five-and-a-half -per¬ 
cent  interest  rate  when  the  actual  limit, 
by  law,  is  four  and  a  quarter  percent. 

Is  that  what  the  gentleman  is  saying? 

The  CHAIRMAN.  The  time  of  the 
gentleman  from  Tennessee  has  expired. 

Mr.  WIDNALL.  Mr.  Chairman,  I  yield 
to  the  gentleman  5  additional  minutes. 

Mr.  BROCK.  Now,  Mr.  Chairman,  let 
me  get  to  the  point.  What  are  we  doing 
to  the  money  market?  What  are  we  do¬ 
ing  to  the  small  homeowners  that  so 
many  people  in  this  body  consistently 
stand  up  for?  We  are  taking  these  par¬ 
ticipating  shares  and  selling  them  on 
the  open  market,  $4.2  billion  worth.  The 
gentleman  from  New  York  [Mr.  Multer] 
said  that  this  is  going  to  sop  up  excess 
funds  in  the  market.  Are  there  excess 
funds  in  the  market?  Are  there  really 
excess  funds  in  the  market,  when  today 
your  homeowners  cannot  buy  a  house 
for  less  than  6M2  percent  to  6%  percent 
interest  rates? 

Mr.  Chairman,  what  is  going  to  hap¬ 
pen  to  the  money  market  when  we  go  in 
and  sop  up  more  funds  and  compete  to 
a  greater  degree,  to  the  extent  of  $4.2 
billion  worth,  with  private  financing  for 
these  funds? 

Mr.  Chairman,  we  are  going  to  force 
'  interest  costs  even  higher,  to  the  extent 
that  we  will  probably  increase  the  cost 
on  housing  to  the  private  small  home- 
owner  as  much  as  one-half  percent? 

Mr.  MULTER.  Mr.  Chairman,  will 
the  gentleman  yield? 

Mr.  BROCK.  I  yield  to  the  gentleman 
from  New  York. 

Mr.  MULTER.  Will  the  gentleman 
from  Tennessee  concede  that  practically 
all  of  the  money  that  goes  into  the  CD, 
the  certificates  of  deposit,  is  excess  mon¬ 
ey?  That  is  the  kind  of  money  which 
we  are  likely  to  get  into  these  obliga¬ 
tions,  and  money  to  be  used  with  which 
to  buy  these  items.  We  are  not  look¬ 
ing  for  the  money  that  is  going  into  the 
thrift  institutions.  We  are  looking  to¬ 
ward  taking  out  the  excess  money  going 
into  the  CD’s. 

Mr.  BROCK.  I  do  not  agree  with  the 
gentleman’s  definition  of  excess  money. 
Very  rarely  do  I  find  excess  money  lying 
around.  I  would  like  to  see  a  lower  in¬ 
terest  rate.  If  we  had  excess  money  we 
would  have  lower  interest  rates  and  not 
higher  interest  rates. 

Mr.  MULTER.  It  is  unused  funds. 

Mr.  BROCK.  Well,  they  are  not  un¬ 
used  funds. 

Mr.  MULTER.  They  are  lying  around 
when  they  put  them  into  the  CD’s.  In¬ 
stead  of  doing  that,  one  ought  to  just 
put  them  in  here? 

Mr.  BROCK.  Why  are  we  trying  to 
compete  with  CD  money?  In  our  com¬ 
mittee  we  have  a  bill  to  kill  CD’s.  I  am 


not  for  it  as  written,  because  I  believe 
we  can  destroy  the  money  market  by 
operating  in  that  fashion.  However, 
that  bill  to  eliminate  them  was  intro¬ 
duced  because  with  five  and  a  half  per¬ 
cent  interest  rates  certificates  of  deposit 
by  sopping  up  $17-$18  billion  from  the 
money  market  are  killing  savings  and 
loans.  Savings  and  loans  must  have 
sufficient  funds  to  loan  to  the  small  buyer 
today.  When  you  issue  these  participa¬ 
tions  in  tins  bill  at  five  and  a  half  per¬ 
cent,  or  five  and  three-quarters  percent, 
you  are  going  to  pull  another  $4  billion 
out  of  the  same  market. 

Mr.  MULTER.  Mr.  Chairman,  if  the 
gentleman  will  yield  further,  surely  the 
gentleman  does  not  mean  that  the  money 
which  is  going  into  the  CD’s  would  go 
into  home  loan  mortgages? 

Mr.  BROCK.  I  do  not  say  that. 

Mr.  MULTER.  That  is  an  entirely  dif¬ 
ferent  market. 

Mr.  BROCK.  They  may  not  be  the 
same  market,  but  these  are  dollars  which 
could  be  spent  in  that  market. 

Mr.  MULTER.  But  they  are  dollars 
that  could  be  used  for  that  purpose. 

Mr.  BROCK.  They  could  be  in  the 
bank  and  any  number  of  other  financial 
institutions.  They  would  reinvest  them. 

Mr.  MULTER.  But  you  are  trying  to 
reverse  the  entire  lending  market  be¬ 
cause  the  money  that  goes  into  the  home 
loans  for  mortgages  comes  out  of  the 
thrift  institutions. 

Mr.  BROCK.  I  am  trying  to  keep  you 
from  tearing  the  dickens  out  of  the  whole 
mortgage  market  with  an  increase  in 
interest  rates. 

Mr.  CLEVELAND.  Mr.  Chairman, 
will  the  gentleman  yield? 

Mr.  BROCK.  I  yield  to  the  gentleman 
from  New  Hampshire. 

Mr.  CLEVELAND.  Mr.  Chairman,  I 
want  to  get  down  to  some  basic  prin¬ 
ciples.  As  I  understand  the  certificates 
of  deposits,  at  least  as  they  work  in  some 
New  Hampshire  banks,  this  money  that 
goes  into  a  bank  via  a  certificate  of  de¬ 
posit.  I  wonder  if  I  could  have  the 
attention  of  the  gentleman  from  New 
York  [Mr.  Multer]  ? 

As  I  understand  it,  this  money  that 
goes  into  a  bank  through  the  vehicle  of 
a  certificate  of  deposit,  then  goes  into 
the  disposable  or  rather  loanable  funds 
of  that  bank  and  that  bank  can  then 
lend  that  money  to  construction  men  for 
home  construction  or  for  a  variety  of 
other  business  uses  including  mortgage 
money.  That  is  the  way  it  works  in 
New  Hampshire.  It  that  not  the  way 
it  works  countrywise? 

Mr.  MULTER.  Mr.  Chairman,  will  the 
gentleman  yield  so  that  I  may  answer? 

Mr.  BROCK.  I  am  delighted  to  yield 
to  the  gentleman  from  New  York. 

Mr.  MULTER.  Obviously,  the  gentle¬ 
man  has  his  facts  confused.  Construc¬ 
tion  money  for  homes  or  anything  else  is 
short-term  money.  Mortgages  on  homes 
and  other  buildings  such  as  office  build¬ 
ings  constitute  long-term  money  or 
loans. 

Mr.  CLEVELAND.  Just  a  minute. 
The  way  it  works  in  at  least  one  New 
Hampshire  bank  that  I  can  tell  you 


about,  when  an  individual  deposits 
money  in  that  bank  through  a  certifi¬ 
cate  of  deposit  that  money  then  is  part 
of  the  disposable  funds  of  that  bank  and 
then  the  bank  can  go  on  and  make  a 
loan  for  a  short-term  or  a  long-term 
with  that  money.  This  is  true  in  New 
Hampshire  and  I  think  it  is  true  in  the 
case  of  other  banks  throughout  the  coun¬ 
try.  I  think  the  gentleman  from  New 
York  [Mr.  Multer]  is  in  error  when  he 
says  something  that  discourages  certifi¬ 
cates  of  deposit  is  not  going  to  cut  down 
on  the  disposable  money  that  banks  have 
to  finance  construction,  and  particularly 
home  financing  and  construction. 

Mr.  BROCK.  Regardless  of  whether 
this  bill  does  or  does  not  affect  certifi¬ 
cates  of  deposit,  it  will  result  in  pulling 
$4  billion  out  of  the  money  market.  It 
will  be  competing  for  existing  funds  in 
the  market.  That  competition  obviously 
will  drive  interest  rates  up.  There  is  no 
question  about  that. 

Mr.  CEDERBERG.  If  a  man  had 
$5,000  at  5  percent  interest  in  a  building 
and  loan  association  and  he  can  buy 
$5,000  worth  of  these  participations  at 
5  V2  percent  interest  with  the  pay  guaran¬ 
teed  by  the  Government;  would  he  not 
be  an  idiot  to  leave  the  money  in  the 
building  and  loan  association  paying  5 
percent  interest?  Would  that  not  .be 
taking  money  out  that  would  otherwise 
be  available  for  lending? 

Mr.  CLEVELAND.  I  would  say  he 
would  be  a  poor  businessman. 

Mr.  BROCK.  Certainly  I  would  con¬ 
sider  him  an  imprudent  one. 

Mr.  WIDNALL.  Mr.  Chairman,  I 
yield  2  minutes  to  the  gentleman  from 
California  [Mr.  Talcott]. 

Mr.  TALCOTT.  Mr.  Chairman,  there 
are  many  things  about  this  that  should 
be  discussed.  I  tried  to  discuss  the  ques¬ 
tion  of  parliamentary  procedure  during 
the  discussion  on  the  rule. 

It  is  surprising  to  me  that  the  Commit¬ 
tee  on  Banking  and  Currency  would  per¬ 
mit  this  bill  to  be  brought  to  the  floor  of 
the  House  with  as  little  deliberation  and 
as  little  debate  as  has  been  permitted — 
actually  more  in  the  Committee  on  Rules 
than  in  the  Committee  on  Banking  and 
Currency. 

But  this  is  only  one  point  that  we  can 
consider  when  we  are  talking  about  this 
bill.  Much  has  been  said  about  ti’ying 
to  get  more  money  in  the  private  sector 
and  trying  to  help  the  pi’ivate  sector. 
But  actually  I  think  we  are  confxxsing  the 
situation.  There  is  not  going  to  be  any 
more  money  provided  for  the  private 
sector.  The  same  people  and  the  same 
businessmen  and  the  same  investors  are 
going  to  be  investing  in  these  participa¬ 
tions  as  would  be  investing  in  Treasxxry 
certificates  or  loans  of  the  Small  Busi¬ 
ness  Administration.  I  think  we  are 
fooling  oxirselves  if  we  think  this  is  going 
to  be  providing  new  money  or  trying  to 
help  the  private  sector. 

Mr.  Chainnan,  another  point  of  great 
confusion  in  this  bill  is  the  question  of 
the  guarantee  of  participations  to  be 
sold  by  FNMA.  The  agency  is  required 
to  guarantee  loans  pooled  with  FNMA  as 
trustee.  On  page  5  of  the  bill,  lines  1 
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to  8,  we  find  authority  that  the  pooling 
agency  or  trustor,  if  required  to  make 
good  on  its  guarantee,  may  use  “any  ap¬ 
propriated  funds  and  other  amounts  av¬ 
ailable  to  him  for  the  general  purposes  or 
programs  to  which  the  obligations  sub¬ 
jected  to  trust  are  related.”  That  is  cer¬ 
tainly  throwing  the  credit  of  the  United 
States  back  of  the  agency’s  guaranty  al¬ 
though  it  is  true,  to  make  good  on  the 
guaranty,  might  take  an  appropriation 
by  the  Congress. 

While  this  guaranty  is  good  and  effec¬ 
tive,  it  apparently  was  not  good  enough 
for  Wall  Street  bond  counsel.  So  they 
came  up  with  another  form  of  Govern¬ 
ment  guarantee  which  appears  on  page 
5  of  the  bill  beginning  with  the  line  type 
text  on  line  9  and  carries  over  to  page  6, 
line  8.  This  was  replaced  with  a  so- 
called  committee  amendment  adding 
paragraphs  4  and  5  on  pages  6  and  7  of 
the  bill.  I  urge  you  to  read  both  the 
stricken  and  the  substitute  language 
carefully.  Although  Wall-Street-bond- 
counsel  language  protects  Wall  Street 
underwriters  completely,  it  does  violence 
to  the  whole  appropriation  process  of  the 
Congress. 

For  whom  are  we  legislating — Wall 
Street  investment  bankers,  or  the  people? 
I  think  it  is  important  that  the  Congress 
protect  its  own  prerogatives. 

The  language  to  which  I  have  just  re¬ 
ferred  is  the  second  guarantee  or  “pound 
of  flesh”  exacted  by  Wall  Street  bond 
counsel.  If  this  language  is  allowed  to 
remain  in  the  bill,  in  effect,  you  will  have 
an  absolute  Treasury  backing  of  the 
agency’s  guarantee  even  though  the  lan¬ 
guage  does  not  say  that  the  obligations 
will  be  guaranteed  by  the  Treasury  and 
therefore  by  the  United  States. 

But  two  guarantees  are  not  even 
enough.  There  is  still  a  third  guarantee. 
This  arises  from  the  fact  that,  when 
FNMA  sells  participations  for  the  ac¬ 
count  of  an  agency,  FNMA  itself  will 
guarantee  principal  and  interest  on  the 
participations  sold  even  though  they  be 
sold  for  the  benefit  of  another  agency. 
Each  certificate  sold  bears  FNMA’s 
guaranty  endorsement.  That  “guaran¬ 
ty  endorsement”  will  be  made  good  by 
FNMA  if  called  upon  to  do  so,  by  FNMA 
borrowing  whatever  funds  might  be  nec¬ 
essary  from  the  U.S.  Treasury.  FNMA 
has  unlimited  backdoor  borrowing  au¬ 
thority  from  the  U.S.  Treasury  to  meet 
any  or  all  principal  or  interest  payments 
due  on  any  participation  certificates  it 
sells. 

A  week  ago,  the  gentleman  from  New 
Jersey  [Mr.  Widnall]  put  into  the 
Record  a  copy  of  the  prospectus  with 
reference  to  the  most  recent  sale  by 
FNMA  of  $410  million  of  participation 
certificates.  This  appears  in  the  Record 
of  May  9,  1966,  beginning  on  page  9550. 
Notice  the  “Guarantee  of  payments  due” 
section.  Notice  the  letter  from  the 
Secretary  of  the  Treasury  in  which  he 
states  that  FNMA  may  properly  borrow 
funds  to  make  good  its  guarantee  and 
that  the  Treasury  Department  will  make 
loans  to  the  Association  “to  enable  the 
Association  to  meet  its  guarantee  of  the 
payment  of  principal  and  interest  on  the 
participation  certificates.”  Note  please 
that  FNMA  has  agreed  with  the  under¬ 


writers  that  in  the  event  it  is  called  upon 
to  make  good  its  guarantee  of  the  prin¬ 
cipal  and  interest  on  the  certificates,  it 
will  apply  to  the  Treasury  Department  of 
the  United  States  for  a  loan  or  loans 
in  amounts  sufficient  to  make  payments 
of  principal  and  interest  on  participa¬ 
tions  sold. 

How  many  “pounds  of  flesh”  do  the 
Wall  Street  bankers  have  to  have? 
What  does  the  second  guarantee  I  just 
mentioned  add  to  the  guarantee  by 
FNMA?  Both  rely  on  the  withdrawal 
of  funds  from  the  U.S.  Treasury  with¬ 
out  any  further  congressional  action. 
The  second  guarantee  embraced  in  para¬ 
graph  5,  appearing  in  italic  print  on 
pages  6  and  7  of  the  bill,  simply  is  not 
needed.  Not  only  is  it  not  needed,  it  is 
most  undesirable  because  it  does  such 
violence  to  the  appropriation  procedures 
of  the  Congress.  I  have  no  doubt  that 
bond  counsel  would  stoutly  insist  that 
the  second  guarantee,  from  their  point  of 
view,  is  desirable.  But  the  facts  prove 
otherwise  and  we  are  dealing  with  fact 
and  not  theory.  FNMA  has  already  sold 
$1.6  billion  of  participation  certificates 
for  its  own  account  and  the  Veterans’ 
Administration,  based  solely  on  Treas¬ 
ury  borrowing  authority  to  support 
FNMA’s  own  guarantee.  Wall  Street 
bond  counsel  could  argue  until  it  was 
blue  in  the  face  that  the  second  guar¬ 
antee  was  needed  but  on  the  record  and 
on  the  facts,  this  just  is  not  so.  Two  all- 
inclusive  Treasury  guarantees  add  noth¬ 
ing  to  one  all-inclusive  Treasury  guar¬ 
antee.  The  controversial  Treasury 
guarantee  set  up  in  subparagraph  5,  ap¬ 
pearing  on  pages  6  and  7  of  the  bill, 
should  be  stricken  from  the  bill.  This 
is  the  most  practical  way  of  eliminating 
this  confusion  in  this  bill. 

The  fact  is  that  the  guarantees  make 
these  participations  salable — not  the 
loans  which  are  pooled. 

Mr.  PATMAN.  Mr.  Chairman,  in 
view  of  the  fact  that  we  have  more  time 
available,  I  would  like  to  yield  to  two  or 
three  Members  in  succession.  First,  I 
yield  to  the  gentleman  from  Connecti¬ 
cut  [Mr.  Grabowski], 

(Mr.  GRABOWSKI  asked  and  was 
given  permission  to  revise  and  extend 
his  remarks.) 

Mr.  GRABOWSKI.  Mr.  Chairman,  I 
rise  in  support  of  this  legislation  and 
urge  its  enactment. 

The  marketability  of  pooled  Federal 
assets  underlies  the  success  of  the  par¬ 
ticipation  sales  technique. 

The  marketability  is  enhanced  to  con¬ 
siderable  extent  by  the  participation 
instrument  itself — the  share  in  the  pool 
which  the  private  investor  buys.  Com¬ 
pared  with  Federal  loans  sold  directly  to 
an  investor,  the  participation  share  is  a 
much  more  flexible  instrument.  This 
makes  it  more  ready  saleable  at  lower 
interest  rates. 

The  participation  technique,  in  effect, 
converts  obligations  which  have  a  rela¬ 
tively  narrow  market  acceptability  to 
obligations  which  have  broad  market¬ 
ability.  These  obligations  are  attractive 
to  a  wide  variety  of  purchasers:  banks, 
insurance  companies,  pensions  funds 
and  other  institutional  investors. 
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The  Federal  National  Mortgage  Asso¬ 
ciation — Fannie  Mae — has  already 
gained  broad  market  acceptance  for  the 
participations  it  has  been  selling  under 
authority  granted  in  the  1964  and  1965 
Housing  Acts.  Thus,  there  is  already  a 
strong  foundation  to  build  on. 

In  contrast,  when  loans  are  sold  di¬ 
rectly,  the  market  is  sometimes  limited  to 
investors  who  have  some  direct  knowl¬ 
edge  of,  or  some  related  interest  in,  the 
particular  program  under  which  the 
loans  were  made.  Because  of  market 
unfamiliarity  the  spectrum  of  investors 
is  relatively  narrow  and,  hence,  the  in¬ 
terest  rate  is  likely  to  be  relatively  high. 

The  strongest  foundation  under  the 
participation  shares,  of  course,  is  the 
guarantee.  This  is  how  the  guarantee 
would  work: 

Under  the  legislation  as  it  now  stands, 
each  agency  pooling  its  loan  would  be 
required  to  guarantee  its  pooled  obliga¬ 
tions  to  Fannie  Mae.  This  requirement 
protects  Fannie  Mae  and  places  the  pri¬ 
mary  responsibility  for  the  loans  where 
it  belongs — with  the  lending  agency — 
where  it  is  now. 

The  record  of  borrowers  in  their  re¬ 
payment  of  Federal  loans  is  a  very  good 
one.  Consequently,  the  risk  borne  by 
the  lending  agency  is  not  necessarily  a 
great  one. 

Further,  the  bill  would  permit  the 
lending  agency  to  draw  out  of  the  pool 
any  loan  in  default  or  likely  to  default. 
Thus,  the  lending  agency  would  substi¬ 
tute  good  paper  for  bad  paper  if  any 
developed.  The  lending  agency  would 
fulfill  its  guarantee,  when  necessary,  by 
using  any  appropriated  or  other  funds 
available  for  the  general  purposes  of 
programs  under  which  the  loans  are 
originally  made. 

Because  of  the  right  of  substitution 
and  the  lending  agency  guarantee,  it  is 
not  anticipated  that  either  Fannie  Mae’s 
guarantee  of  the  participations  or  Fannie 
Mae’s  drawing  rights  on  the  Treasury 
would  be  used.  Further,  Fannie  Mae 
could  not  draw  on  the  Treasury  in  any 
way  to  increase  its  programs  or  those  of 
participating  agencies. 

The  purpose  of  the  Fannie  Mae  guar¬ 
antee  and  drawing  authority  would  be 
to  provide  additional  safeguards  which 
would  help  to  assure  the  most  favorable 
market  reception  for  the  participation 
certificates  and  hold  down  the  interest 
rates  at  which  they  could  be  sold. 

It  has  been  my  intention  to  make  a 
factual  and  informative — rather  than  an 
argumentative — statement.  The  facts 
are  usually  the  best  argument. 

The  facts  answer  any  question  about 
the  marketability  of  participations.  The 
facts  provide  the  answer  to  veiled  alle¬ 
gations  about  loss  of  control  or  of  the 
effectiveness  of  Federal  credit  programs. 

Perhaps  the  most  important  job  the 
facts  do  in  this  case  is  to  answer  insinua¬ 
tions  about  misuse  of  Fannie  Mae  or  its 
guarantee  or  its  drawing  rights  on  the 
Treasury.  This  legislation  provides  more 
than  ample  protection  to  the  investors, 
the  borrowers  under  Federal  credit  pro¬ 
grams,  to  Fannie  Mae  and  to  the  lending 
agencies,  and  to  the  taxpayers.  That’s 
why  it  has  my  support. 
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Mr.  PATMAN.  Mr.  Chairman,  I  yield 
3  minutes  to  the  gentleman  from  New 
Jersey  [Mr.  McGrath]. 

(Mr.  McGRATH  asked  and  was  given 
permission  to  revise  and  extend  his 
remarks.) 

Mr.  McGRATH.  Mi’.  Chairman,  the 
hopes  of  nearly  5  million  small  business¬ 
men  throughout  America  are  riding  on 
the  passage  of  H.R.  14544. 

For  many  small  businessmen,  the  out¬ 
come  of  this  legislation  may  well  deter¬ 
mine  their  future.  It  is  no  secret  that 
the  small  businessman  would  be  virtually 
without  sources  of  finance  if  it  were  not 
for  the  Small  Business  Administration. 
We  have  seen  great  evidence  of  this  since 
October  1965,  when  the  Small  Business 
Administration  was  forced  to  curtail  its 
lending  programs  because  of  lack  of 
funds.  The  small  businessman  when  he 
is  in  need  of  capital  cannot  go  to  the 
bank  and  arrange  adequate  financing, 
nor  can  he  go  to  the  public  for  a  stock 
offering.  While  commercial  banks  have 
helped  small  business  to  some  extent  in 
this  country,  many  banks  are  extremely 
leery  of  making  loans  to  small  enter¬ 
prises,  and  other  banks  refuse  to  even 
accept  loan  applications  from  small  busi¬ 
nessmen.  In  this  type  of  environment, 
in  order  for  small  businesses  to  survive, 
the  Small  Business  Administration  must 
have  adequate  loan  funds  on  hand  at  all 
times. 

Congress  could  handle  this  problem  by 
granting  the  agency  a  blank  check  au^ 
thorization.  This  would  mean  that  the 
agency  could  make  as  many  loans  as  it 
wished  and  would  stockpile  these  loans 
for  20  and,  perhaps,  30  years  until  re¬ 
payment.  This  is  basically  the  method 
in  which  the  agency  is  operating  at  the 
present  time.  There  have  been  some 
direct  sales  of  SBA  loans  to  institutional 
investors,  but  these  programs  have  been 
far  too  small  and  far  too  ineffective.  In 
many  cases  where  SBA  was  able  to  sell 
a  loan,  the  sale  was  contingent  upon 
SBA  maintaining  servicing  of  the  loan. 

There  is  a  far  more  reasonable  and 
effective  method  for  financing  the  Small 
Business  Administration.  I,  of  course, 
refer  to  the  legislation  before  this  body 
today,  the  Sales  Participation  Act  of 
1966.  No  longer  would  SBA  have  to 
stockpile  billions  of  dollars  worth  of  loans 
for  periods  up  to  30  years.  Under  H.R. 
14544,  the  agency  would  be  able  to  pool 
these  loans  whenever  a  substantial 
amount  had  accumulated,  and  through 
a  trustee,  such  as  Federal  National 
Mortgage  Association,  sell  shares  in  the 
pool. 

If  the  Participation  Sales  Act  becomes 
law,  it  is  estimated  that  during  fiscal 
1966,  SBA  will  sell  some  $350  million 
worth  of  loans.  This  figure  is  the  amount 
estimated  for  the  agency’s  lending  pro¬ 
grams  during  fiscal  1967.  It  is  further 
estimated  that  during  fiscal  1967,  the 
agency  will  sell  nearly  $200  million  worth 
of  loans,  an  amount  estimated  to  handle 
loan  transactions  in  the  fiscal  year. 
There  will  still  be  a  few  million  dollars 
worth  of  loans  left  on  the  agency’s  books. 
However,  these  are  loans  of  short  ma¬ 
turities  in  which  the  agency  would  re¬ 
ceive  more  financial  benefit  if  it  waited 
for  the  full  payoff,  rather  than  selling 


these  loans.  In  addition,  if  the  short¬ 
term  maturity  loans  were  placed  in  a 
long-term  pool,  they  would  have  to  be 
substituted  in  the  pool  when  they  reached 
their  maturity. 

Mr.  Chairman,  it  is  not  often  that  we 
have  a  chance  to  look  into  the  future  to 
see  the  effects  of  a  piece  of  pending  leg¬ 
islation.  However,  in  this  case  we  do 
have  that  privilege.  The  Federal  Na¬ 
tion  Mortgage  Association  has  been  sell¬ 
ing  participation  pools  since  1964,  and  I 
am  certain  every  Member  of  this  body 
recognizes  the  tremendous  boost  that 
this  has  given  the  housing  and' home 
buying  industry.  Passage  of  H.R.  14544 
will  provide  the  same  benefits  to  small 
business. 

In  this  regard,  Mr.  Chairman,  I  strong¬ 
ly  luge  this  body  to  adopt  H.R.  14544  to 
put  small  business  in  America  back  on  its 
feet. 

Mr.  PATMAN.  Mr.  Chairman,  I  yield 
5  minutes  to  the  gentleman  from  Iowa 
[Mr.  Hansen], 

Mr.  HANSEN  of  Iowa.  Mr.  Chairman, 
I  thank  my  chairman  for  yielding  this 
this  time  to  me. 

Mr.  Chairman,  as  a  Member  of  Con¬ 
gress  from  the  great  State  of  Iowa,  one 
of  the  most  agricultural  of  all  the  States 
in  this  Nation,  I  urge  all  who  have  the 
most  basic  of  our  industries,  that  of 
agriculture,  at  heart,  to  support  the  Par¬ 
ticipation  Sales  Act  of  1966. 

This  measure  will  in  no  way  jeopardize 
any  of  the  Government  lending  pro¬ 
grams  that  exist  today,  that  involve  the 
farm  families.  This  act  will  provide  for 
an  expansion  of  a  tried  and  true  method 
of  financing  through  the  use  of  an  in¬ 
creased  portion  of  private  funds  in  the 
necessary  and  needed  function  of  direct 
loan  financing  programs  by  the  Federal 
Government. 

FNMA  has  a  long  history  of  success  in 
this  field  of  operations.  It  is  interesting 
to  note  that  it  has  poured  an  unprece¬ 
dented  amount  of  money  into  the  hous¬ 
ing  mortgage  market  during  the  first 
quarter  of  this  year  through  its  buying 
of  Government-backed  mortgages  from 
private  lending  institutions.  The 
amount  of  this  activity  is  approximately 
$800  million,  almost  double  the  rate  of 
the  previous  high  quarter. 

Mr.  Chairman,  the  record  clearly 
shows  that  FNMA  has  met  with  great 
success  in  having  provided  for  a  flow  of 
funds  between  lenders  and  borrowers, 
sellers  and  purchasers. 

The  provisions  included  under  this  bill 
would  enlist  private  financial  resources 
in  the  participation  pool  to  be  estab¬ 
lished.  It  would  continue  a  function 
which  has  already  been  started,  and  has 
proven  its  worth. 

The  passage  of  this  bill,  I  might  add, 
would  do  for  the  direct  loan  market  and 
the  direct  loan  program,  that  which  has 
occurred  in  the  insured  loan  field. 

Mr.  Chairman,  I  support  this  bill.  I 
urge  all  Members  to  support  this  legisla¬ 
tion. 

(Mr.  LANGEN  (at  the  request  of  Mr. 
Widnall)  was  granted  permission  to 
extend  his  remarks  at  this  point  in  the 
Record.) 

Mr.  LANGEN.  Mr.  Chairman,  I  recall 
the  years  of  my  youth  on  a  Minnesota 


farm,  when  a  familiar  sight  was  a  team 
of  horses  pulling  the  farm  equipment.  A 
horse  is  an  animal  that  is  easily  startled. 
He  shies  away  from  sudden  noises  and 
is  distracted  by  movements  about  him. 
To  keep  him  calm,  we  used  to  put  blind¬ 
ers  on  him  so  that  he  could  only  see 
what  was  straight  ahead.  There  was 
still  plenty  of  activity  going  on  around 
the  horses,  but  they  were  only  aware  of 
what  they  saw  up  front. 

It  occurs  to  me  that  the  bill  before  us 
today  constitutes  a  set  of  blinders  for 
the  American  public.  John  Q.  Citizen 
has  become  a  bit  skittish  lately  after  too 
many  years  of  deficit  spending  and  rising 
national  debt.  He  started  to  shy  away 
from  the  sudden  movements  about  him 
that  indicate  another  round  of  wild  and 
uncontrolled  spending  of  his  hardearned 
money.  This  administration  does  not 
plan  to  curtail  any  of  its  spending 
schemes,  but  it  would  like  the  public  to 
quit  asking  so  many  questions.  There¬ 
fore,  this  plan  before  us  today,  to  permit 
the  sale  of  participations  in  Government 
agency  loan  pools,  was  put  forth  as  the 
‘  blinder”  to  fool  the  public  on  budget 
expenditures.  It  is  a  gimmick  to  permit 
a  continuance  of  wild  spending,  but  the 
public  will  not  see  all  of  it  reflected  in 
the.,  budget.  Actually,  this  bill  would 
render  the  budget  useless. 

Even  the  title  of  this  bill  is  a  mis¬ 
nomer,  because  nothing  is  actually  sold. 
What  really  happens  is  that  pooled  assets 
are  merely  refinanced  in  a  more  costly 
way  because  the  Federal  National  Mort¬ 
gage  Association  cannot  borrow  as 
cheaply  as  the  U.S.  Treasury. 

I  wish  to  commend  the  10  gentlemen 
who  dissented  when  this  bill  came  before 
the  committee  for  their  pertinent  and 
wise  views  as  stated  in  the  minority 
report.  I  hope  every  Member  of  the 
House  has  read  these  views.  I  will  not 
repeat  the  contents  of  those  minority 
views  except  to  note  the  conclusion 
that — • 

This  bill  offers  a  cheap  budgetary  way  to 
circumvent  the  statutory  debt  and  interest 
limits,  while  lulling  the  people  into  thinking 
that  the  millennium  has  arrived.  But  while 
budget-conscious  Americans  may  be  fooled, 
they  will  pay  dearly. 

This  hastily  conceived  legislation  opens 
Pandora’s  box  of  evils  that  will  make 
budgeting  a  mockery  and  devious  spend¬ 
ing  a  way  of  life.  If  a  private  corpora¬ 
tion  tried  such  a  scheme,  its  officers 
would  soon  be  thrown  into  jail. 

Once  initiated  there  would  be  no  end 
to  this  form  of  budget  maneuvering. 
The  $4.2  billion  involved  this  year  would 
be  only  the  beginning,  since  Uncle  Sam 
owns  $33.1  billion  of  financial  assets. 
By  pooling  these  for  participation  sales 
and  by  the  miracles  of  bookkeeping,  we 
might  even  reduce  the  national  debt  and 
eliminate  annual  deficits.  At  least  that  is 
how  it  would  look  to  the  public.  The 
truth,  of  course,  is  that  the  Nation  would 
still  be  just  as  far  in  debt  and  the  tax¬ 
payers  would  actually  pay  more  for  the 
use  of  the  borrowed  money. 

It  is  hoped  that  this  Congress  will  take 
another  long  look  at  the  proposal  before 
us  and  not  hurl  the  Nation  in  an  un¬ 
charted  direction.  The  consequences  of 
this  legislation  are  far  too  important  and 
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far  reaching  to  rush  it  through  the  Con¬ 
gress.  Let  us  take  our  own  blinders  off 
and  witness  the  dangers  around  us. 

Mr.  WIDNALL.  Mr.  Chairman,  I  yield 
5  minutes  to  the  gentleman  from  Ohio 
[Mr.  Bowl. 

(Mr.  BOW  asked  and  was  given  per¬ 
mission  to  revise  and  extend  his  re¬ 
marks.) 

Mr.  BOW.  Mr.  Chairman,  my  friend 
from  California  the  other  day  said  we 
would  probably  have  some  charges  of 
gimmickry  in  this  bill.  I  do  not  want 
to  disappoint  him.  I  am  going  to  make 
some  charges  of  gimmickry  in  the  bill. 
Prom  the  standpoint  of  fiscal  responsi¬ 
bility  in  budget  and  debt  management 
policy,  I  think  it  is  unfortunate  that  we 
have  H.R.  14544  before  us  today.  It  does 
violence  to  my  longstanding  advocacy 
of  eliminating  all  gimmickry  from  the 
budget  process  and  it  authorizes  addi¬ 
tional  nonessential  debt  service  burdens 
which  we  can  ill  afford  under  the  war 
and  inflationary  situations  now  existing. 

H.R.  14544  anticipates  sales  in  fiscal 
1967  of  $4.2  billion  of  participation  cer¬ 
tificates  covering  pooled  financial  assets 
of  the  U.S.  Government.  The  proceeds 
from  these  participation  certificate  sales 
will  be  netted  into  the  administrative 
budget  as  reductions  in  spending  rather 
than  increases  in  receipts. 

Of  course,  there  is  nothing  new  in  that 
procedure  since  it  is  one  the  Government 
has  followed  for  a  good  many  years  with 
respect  to  revolving  funds.  The  fact 
that  this  practice  has  been  followed  over 
the  years  does  not  make  it  a  correct  or 
desirable  one.  In  my  opinion,  the  use 
of  receipts  to  offset  expenditures  distorts 
the  record  of  budget  spending  and  lulls 
the  uninitiated  into  a  feeling  of  false 
security  that  the  budget  deficit  is  modest 
and  Federal  spending  is  still  within  the 
realm  of  reason. 

If  Congress  should  refuse  to  authorize 
these  participation  sales,  the  budget  def¬ 
icit  for  1967  would  be  $6  billion  instead 
of  the  $1.8  billion,  which  has  received 
such  acclaim  from  my  friends  on  the 
other  side  of  the  aisle. 

An  additional  bit  of  undesirable  gim¬ 
mickry  that  will  result  from  enactment 
of  this  bill  is  the  fact  that  the  public 
debt,  which  now  stands  at  the  astronomi¬ 
cal  level  of  $320  billion,  will  not  be  in¬ 
creased  by  the  additional  Federal  spend¬ 
ing  that  will  be  financed  by  the  partici¬ 
pation  sales.  Under  existing  law,  the 
obligations  of  the  Federal  National  Mort¬ 
gage  Association  are  carried  outside  the 
public  debt  limit  and  the  debt  that  will 
be  incurred  by  FNMA  through  these  par¬ 
ticipation  sales  will  also  be  outside  the 
public  debt  limit. 

It  has  been  agreed  by  everyone  con¬ 
cerned  with  H.R.  14544  that  the  bill  will 
force  the  Government’s  interest  costs  to 
rise.  This  is  occasioned  by  the  fact  that 
the  loan  assets  to  be  pledged  in  the  par¬ 
ticipation  certificates  bear  low  interest 
rates  that  must  be  materially  increased 
in  the  participation  certificates  if  the 
certificates  are  to  have  any  market  value. 
That  increased  interest  cost  will  con¬ 
stitute  a  budget  expenditure. 

The  Government,  through  FNMA, 
must  also  guarantee  the  interest  pay¬ 
ment  and  the  return  of  principal  to  in¬ 


vestors  in  these  certificates.  To  the  ex¬ 
tent  that  the  original  loans  go  sour,  and 
some  of  them  will,  then  we  shall  incur 
further  budget  expense  for  the  defaulted 
principal  and  interest  due  on  those  loans. 

Now,  I  ask  you,  Is  it  not  pure  una¬ 
dultrated  gimmickry  when  the  Federal 
Government — 

First,  sells  a  participation  certificate 
with  a  guaranteed  interest  and  princi¬ 
pal  return; 

Second,  retains  title  to  the  pledged 
loan  asset  which  must  be  serviced  until 
maturity  just  as  the  participation  cer¬ 
tificate  must  be  serviced; 

Third,  uses  the  proceeds  from  the  par¬ 
ticipation  certificate  sales  for  additional 
lending  but  treats  their  receipt  as  a  re¬ 
duction  of  budget  expenditures;  and 

Fourth,  in  effect,  still  has  a  full  faith 
and  credit  obligation  to  pay  the  princi¬ 
pal  amount  of  the  participation  certi¬ 
ficate  and  the  interest  thereon,  but  does 
not  have  to  treat  that  obligation  as  a 
part  of  the  regular  public  debt? 

If  the  Government  wants  to  unload 
these  loan  assets,  would  it  not  be  the 
better  part  of  wisdom  to  discount  them 
down  to  their  market  value,  sell  them 
outright,  and  take  the  financial  beating 
that  would  result  from  having  invested 
in  questionable  loan  assets  in  the  first 
place? 

If  it  does  not  want  to  unload  them 
and  is  convinced  that  eventually  most 
of  the  loans  will  be  repaid  with  interest, 
then  why  do  our  Federal  money  man¬ 
agers  not  go  into  the  marketplace  and 
borrow  through  the  usual  procedures,  the 
funds  that  are  absolutely  essential  for 
operation  of  the  Government? 

This  bill  will  in  no  wise  help  to  get 
the  Federal  Government  out  of  the  lend¬ 
ing  business.  To  the  contrary,  it  will 
help  expand  our  lending  activities  and 
will  take  us  more  deeply  into  the  morass 
of  budget  and  debt  deception. 

Mr.  Chairman,  since  it  is  apparent  that 
the  administration  considers  enactment 
of  this  bill  one  of  its  program  musts, 
I  shall,  at  the  appropriate  time,  offer 
two  amendments  which  I  feel  will  ma¬ 
terially  improve  the  bill  and  which  will 
help  to  protect  the  Appropriations  Com¬ 
mittee’s  subsequent  interest  and  respon¬ 
sibility  with  respect  to  its  provisions. 

The  first  amendment  will  continue  as 
does  the  bill,  to  provide  for  indefinite 
appropriations  to  finance  the  insuffi¬ 
ciencies  that  will  occur  from  time  to 
time;  but  it  will  eliminate  the  triggering 
device  which  automatically  establishes 
appropriations  on  the  books  of  the  Treas¬ 
ury  with  which  to  pay  insufficiencies 
when  they  arise.  The  elimination  of  the 
automatic  trigger  will  get  all  of  the  facts 
with  respect  to  insufficiencies  out  on  the 
table  for  initial  review  by  the  Appro¬ 
priations  Committees  and  the  Congress. 

The  second  amendment  will  provide 
for  the  submission  of  business-type  budg¬ 
ets  in  connection  with  the  academic 
facilities  revolving  fund  which  is  author¬ 
ized  in  the  bill. 

Both  of  these  amendments  constitute 
desirable  improvements  in  the  bill  and 
since  they  do  no  violence  to  the  bill’s 
general  provisions,  I  do  hope  that  they 
will  be  adopted. 

The  CHAIRMAN.  The  time  of  the 
gentleman  has  expired. 
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Mr.  WIDNALL.  Mr.  Chairman,  I 
yield  the  gentleman  2  additional  minutes. 

Mr.  PATMAN.  Mr.  Chairman,  will  the 
gentleman  yield? 

Mr.  BOW.  I  am  delighted  to  yield 
now  to  the  gentleman  from  Texas. 

Mi'.  PATMAN.  Thank  you.  I  have 
great  respect  for  the  gentleman,  but  I  am 
at  a  loss  to  understand  why  the  gentle¬ 
man  made  the  statement  he  did  with  re¬ 
spect  to  limitations  and  restrictions  when 
he  voted,  as  the  record  discloses,  in  1964 
for  an  identical  proposal  without  any 
restrictions  or  limitations.  That  is  on 
the  conference  report  on  housing. 

Mr.  BOW.  I  will  explain  to  the 
gentleman. 

Mr.  PATMAN.  Just  a  moment. 

Mr.  BOW.  I  refuse  to  yield  any  fur¬ 
ther.  I  find  myself  somewhat  in  the 
same  position  the  gentleman  is  in  today, 
perhaps  in  1964  I  had  been  a  little  mis¬ 
led,  as  apparently  the  gentleman  was. 
Over  the  years  that  I  have  been  a  Mem¬ 
ber  of  this  Congress,  which  is  about  16  or 
18  years,  I  have  always  found  the  gentle¬ 
man  opposed  to  high  interest  rates — sort 
of  after  the  bankers  and  bondholders. 
Now  I  find  him  today  with  a  bill  very 
much  in  their  favor.  So  you  may  be  sur¬ 
prised,  Mr.  Chairman,  at  my  vote  in 
1964  compared  to  my  feelings  today,  but 
I  may  say  also  that  I  am  surprised  to 
find  the  chairman  in  the  position  he  is  in. 

Mr.  PATMAN.  Of  course,  the  gentle¬ 
man  is  wrong  in  saying  that  I  am  for 
high  interest  rates.  High  interest  rates 
are  not  involved  here.  But  even  if  I  am 
wrong,  what  justification  is  that  for  the 
gentleman  to  be  wrong? 

Mr.  BOW.  We  are  always  in  the  po¬ 
sition  where  we  have  a  right  to  be  wrong 
occasionally,  Mr.  Chairman. 

Mr.  PATMAN.  That  is  right. 

Mr.  BOW.  I  am  not  sure  what  the 
vote  is  and  what  the  bill  is  that  the  gen¬ 
tleman  is  talking  about.  I  am  sure  he  is 
reading  the  record  correctly.  I  would 
not  question  it,  but  I  am  sure  we  all  find 
ourselves  at  times  in  this  position.  May 
I  say  perhaps  over  the  years,  being  here 
and  listening  to  the  discussions  of  others, 
I  have  perhaps  found  the  folly  of  my 
ways. 

The  CHAIRMAN.  The  time  of  the 
gentleman  from  Ohio  has  expired. 

Mr.  WIDNALL.  Mr.  Chairman,  I  yield 
the  gentleman  1  additional  minute. 

Mr.  BOW.  I  shall  accept  the  addi¬ 
tional  time,  and  shall  not  walk  away. 

Mr.  WIDNALL.  Mr.  Chairman,  will 
the  gentleman  yield  to  me? 

Mr.  BOW.  I  yield  to  the  gentleman 
from  New  Jersey. 

Mr.  WIDNALL.  I  would  like  to  clarify 
the  record  a  little  bit  with  respect  to  the 
Small  Business  Administration. 

The  gentleman  from  New  Jersey 
merely  spoke  about  the  fact  that  this  is 
going  to  provide  help  for  the  small  busi¬ 
nessman  and  save  the  small  businessman 
who  has  been  in  such  dire  straits,  be¬ 
cause  the  Small  Business  Administration 
had  run  out  of  funds.  The  Small  Busi¬ 
ness  Administration  ran  out  of  funds  be¬ 
cause  they  refused  to  request  from  the 
Congress  additional  funds  with  which  to 
meet  the  needs  of  the  program. 

It  had  $30  million  in  authorizations, 
and  still  has  that  amount  which  can  be 
utilized  and  which  could  have  been  uti- 
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lized  in  order  to  take  care  of  their  needs. 
But,  this  was  an  administration  deci¬ 
sion.  This  bill  is  not  needed  in  order  to 
save  the  Small  Business  Administration. 

Mr.  BOW.  I  would  say  to  the  gentle¬ 
man  from  New  Jersey  that  I  happen  to 
be  on  the  subcommittee  that  appropri¬ 
ates  funds  for  the  Small  Business  Ad¬ 
ministration.  No  request  was  made. 
The  fact  of  the  matter  is  that  they  de¬ 
layed  the  naming  of  a  Director  for 
months  and  months  and  months,  and  if 
there  is  any  responsibility  for  the  fact 
that  there  are  no  funds  for  small  busi¬ 
ness,  that  responsibility  is  down  at  1600 
Pennsylvania  Avenue. 

Mr.  PATMAN.  Mr.  Chairman,  I  yield 
5  minutes  to  the  gentleman  from  Cali¬ 
fornia  [Mr.  Rees]. 

(Mr.  REES  asked  and  was  given  per¬ 
mission  to  revise  and  extend  his  re¬ 
marks.) 

Mr.  REES.  Mr.  Chairman,  I  rise  in 
support  of  this  legislation. 

Mr.  Chairman,  I  feel  that  if  we  did  not 
have  the  problem  with  the  national  debt 
ceiling  7  years  ago,  the  Democrats  might 
have  been  for  a  bill  at  that  time.  Like¬ 
wise,  if  We  did  not  have  a  problem  with 
the  national  debt  ceiling  this  year,  prob¬ 
ably  the  Republicans  would  be  in  favor 
of  the  program.  I  believe  this  is  the 
problem.  And,  unfortunately,  we  have 
each  been  looking  at  this  in  our  own 
partisan  way — how  were  we  then  going 
to  embarrass  the  other  party,  by  making 
them  raise  the  debt.  When  we  look  at 
it  this  year,  the  Republicans  say,  now 
are  we  going  to  embarrass  the  other 
party,  by  making  them  raise  the  national 
debt? 

Mr.  Chairman,  if  we  look  at  the  over¬ 
all  program  and  not  worry  about  its 
effect  upon  the  national  debt,  because  it 
does  not  amount  to  that  much  one  way 
or  the  other,  I  believe  one  can  see  some 
of  the  support  which  the  Eisenhower 
administration  gave  it  one  year  and  the 
support  which  the  present  administra¬ 
tion  gives  it  this  year,  which  is,  what  is 
an  essentially  good  concept  in  the  na¬ 
tional  handling  of  the  debt. 

Mr.  Chairman,  we  are  talking  about 
money  that  the  Government  of  the 
United  States  owes,  owes  all  of  us  who 
own  a  piece  of  this  debt. 

Mr.  Chairman,  we  have  two  kinds  of 
debt.  -One  is  a  debt  that  is  in  terms  of 
deficits  that  we  might  develop  each  year, 
because  we  do  not  have  enough  tax  reve¬ 
nue  to  cover  our  expenditures.  The 
other  type  of  debt  is  when  you  lend  Gov¬ 
ernment  credit  to  Federal  agencies  for 
specific  lending  programs.  We  have  a 
lot  of  them  such  as  the  Export-Import 
Bank,  the  Veterans’  Administration, 
FNMA,  the  Small  Business  Investment 
Corporation,  the  Farmers  Home  Admin¬ 
istration,  the  Office  of  Education  for  Col¬ 
lege  Housing.  All  of  these  are  programs, 
more  or  less,  where  the  Government  will 
tell  someone,  “All  right,  we  will  guaran¬ 
tee  you  so  that  you  can  buy  a  house  at 
this  lower  percentage  of  interest,  and 
then  we  will  take  this  debt  and  fund  it.” 

Mr.  Chairman,  what  we  are  trying  to 
do  here  is  to  take  the  overall  debt  of  the 
Government  of  the  United  States  and 
separate  it  into  other  specific  types  of 
debt.  The  debt  covered  by  participation 


certificate  represents  the  part  of  the 
debt  which  is  owed  by  the  debtor  and  not 
the  overall  taxpayer;  but  the  individual 
debtor  such  as  the  small  businessman 
who  borrows  money  or  the  farmer  or  the 
exporter.  We  are,  more  or  less,  separat¬ 
ing  it  from  general  obligation  Govern¬ 
ment  debt.  You  might  compare  here  the 
difference  between  a  general  obligation 
bond  and  the  revenue  bond.  The  rev¬ 
enue  concept  type  of  debt  does  not  be¬ 
long  in  the  national  debt,  because 
pledged  behind  that  is  the  obligation  of 
the  homeowner  and  the  farmer  and 
the  exporter  to  pay  this  debt.  If  they 
do  not  pay  it,  there  is  a  Government 
guarantee.  If  they  default,  the  Gov¬ 
ernment  will  come  up  with  the  money. 

You  know,  Mr.  Chairman,  we  are  going 
to  have  a  lot  more  of  this  type  of  debt, 
because  if  you  look  at  the  new  programs, 
especially  in  the  new  Department  of 
Housing  and  Urban  Development,  you 
can  see  that  there  is  this  concept  where 
we  loan  money  at  low  interest  rates,  to 
local  governments,  money  to  colleges  for 
dormitories,  and  money  for  facilities. 
This  is  the  type  of  financing  that  Con¬ 
gress  seems  to  like,  because  this  means 
that  local  governments  and  agencies  can 
run  their  own  program,  and  I  feel  that 
is  best. 

What  we  are  trying  to  do  is  to  try  to 
differentiate  one  type  of  debt  from  an- 
-rother.  I  think  it  is  about  time  we  did 
because  the  revenue  concept  of  debt  does 
not  belong  to  or  tie  in  with  the  general 
obligation  type  of  government  debt. 

There  are  two  questions  that  I  think 
are  very  important.  We  talk  about  this 
problem  of  competition.  Now  if  we  are 
going  to  sell  $4.2  billion  worth  of  this 
new  participation  pool,  what  is  this  going 
to  mean?  Is  this  going  out  to  compete 
against  the  savings  and  loans  or  hanks? 
Is  this  new  debt?  No,  it  is  not.  The  $4.2 
billion  has  been  already  voted  by  the 
Congress  in  program  authorizations. 
We  are  going  to  have  to  finance  this  any¬ 
way  whether  with  regular  Treasury  notes 
or  with  these  participation  certificates. 

I  asked  the  Assistant  Secretary  of  the 
Treasury,  Mr.  Barr,  if  these  participation 
certificates  were  put  into  the  money 
market;  would  this  not  drain  funds  from 
other  types  of  financing  such  as  mort¬ 
gages,  consumer  credit,  or  business  ex¬ 
pansions,  or  other  types  of  money  that 
was  needed  for  the  general  economy? 
His  answer  was  “No.” 

If  you  look  at  the  institutions  that  will 
buy  this  instrument,  you  will  find  they 
will  tend  to  be  pension  funds  or  insur¬ 
ance  companies,  and  other  types  of  in¬ 
stitutions.  This  is  the  type  of  instru¬ 
ment  they  like  to  buy. 

Another  question  is,  will  this  neces¬ 
sarily  raise  interest  rates?  No,  the  cer¬ 
tificates  will  not  necessarily  raise  interest 
rates. 

In  February  of  this  year,  SBIC  issued 
some  debentures  called  section  302  deben¬ 
tures.  These  were  sold  as  a  separate 
issue  on  the  market  guaranteed  by  Uncle 
Sam.  We  find  that  these  went  to  a  net  of 
6  percent.  I  asked  Mi'.  Barr : 

If  you  had  the  right  to  put  this  in  a  pool 
with  a  lot  of  other  types  of  debt;  what  do 
you  think  the  interest  rate  would  have 
been? 


He  said : 

The  interest  rate  would  probably  be  about 
one-half  point  less. 

In  this  one  case,  say  on  a  $100  million 
sale  of  debentures,  if  there  were  a  pool¬ 
ing  and  they  were  sold  in  a  sophisticated 
manner  by  the  Treasury,  who  must  look 
at  the  overall  economy,  I  think  we  would 
find  there  would  have  been  a  saving  of 
something  like  $500,000  in  the  interest 
cost  on  this  type  of  transaction. 

You  are  going  to  find  some  cases  where 
the  interest  will  go  up.  In  other  cases, 
the  interest  will  go  down.  I  think  in 
terms  of  debt  management  of  the  Federal 
Government  of  the  United  States,  you 
are  going  to  find  that  with  this  type  of 
pooling,  the  Treasury  will  have  more  con¬ 
trol  in  the  handling  of  long-term  and 
short-term  money  and  will  be  able  to  aid 
the  financing  of  the  Government  of  the 
United  States  far  better  than  they  have 
been. 

Mr.  WIDNALL.  Mr.  Chairman,  will 
the  gentleman  yield? 

Mr.  REES.  I  yield  to  the  gentleman. 

Mr.  WIDNALL.  In  view  of  the  fact 
that  you  seem  to  indicate  that  there  just 
seems  to  be  Republican  opposition  to  this 
bill,  I  would  like  to  ask  you  this  question. 
Is  the  National  Farmers  Union,  the 
Grange,  the  American  Farm  Bureau,  the 
Americans  for  Democratic  Action  and 
other  groups — are  they  all  part  of  the 
Republican  apparatus?  They  have  in¬ 
dicated  strong  opposition  to  this  bill. 

Mr.  REES.  Well,  I  am  rather  sur¬ 
prised  that  the  Americans  for  Democratic 
Action  seem  to  be  moving  more  and  more 
over  to  your  side. 

The  CHAIRMAN.  The  time  of  the 
gentleman  from  California  has  expired. 

Mr.  PATMAN.  Mr.  Chairman,  I  yield 
3  minutes  to  the  gentleman  from  Ten¬ 
nessee  [Mr.  Evins]. 

Mr.  EVINS  of  Tennessee.  Mr.  Chair¬ 
man,  this  legislation  will  forward  the 
desirable  objective  of  substituting  priv¬ 
ate  for  public  credit. 

For  many  years  the  Federal  Govern¬ 
ment  has  carried  on  many  lending  pro¬ 
grams  to  finance  essential  activities. 

These  loan  programs  have  been  fi¬ 
nanced  by  direct  appropriations. 

We  are  all  familiar  with  the  various 
Federal  credit  programs  to  help  the 
farmer,  the  businessman,  the  homebuyer, 
the  veteran,  students  in  college,  and 
others  through  Federal  loan  programs. 
These  loan  programs  currently  exceed 
$33  billions. 

What  we  are  attempting  to  do  here  is 
to  sell  some  of  these  Federal  loans  and 
sell  “participations”  in  pools  of  loans  to 
private  investors.  The  substitution  of 
private  for  public  credit  is  a  recognized, 
sound  method  of  financing.  This  prop¬ 
osition  is  not  new  or  novel.  It  has  been 
carried  on  by  a  number  of  agencies  for 
a  number  of  years.  By  this  act  we  will 
be  extending  the  principle  to  include  ad¬ 
ditional  types  of  loans.  The  substitution 
of  private  for  public  credit  has  advan¬ 
tages. 

It  makes  effective  use  of  the  taxpayers 
dollar; 

It  offers  private  investors  and  oppor¬ 
tunity  for  sound  investment  and  a  fair 
return; 
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It  benefits  business  and  those  of  our 
citizens  helped  by  these  programs; 

It  insures  the  Government  the  best 
possible  return  on  the  sale  of  financial 

assets; 

It  provides  private  investors  with 
widely  accepted  and  highly  desirable 
assets; 

It  reaches  sources  of  capitol  which  are 
not  otherwise  available  and  the  sales  will 
be  handled  by  a  centralized  agency — 
expert  in  handling  these  sales — the  Fed¬ 
eral  National  Mortgage  Association; 

And,  finally,  there  will  be  a  diminish¬ 
ing  demand  for  direct  appropriations 
while  the  Appropriations  Committee 
controls  the  amounts  of  participations 
which  will  be  sold. 

The  Congress,  through  the  Appropria¬ 
tions  Committee,  will  have  an  annual 
review  of  this  matter. 

This  act  provides  that,  in  all  cases,  the 
Appropriations  Committee  must  author¬ 
ize  in  advance  the  amounts  of  participa¬ 
tions  which  can  be  sold  against  the  Gov¬ 
ernment’s  assets. 

So,  Mr.  Chairman,  this  is  needed  legis¬ 
lation — it  is  desirable  legislation — I  sup¬ 
port  the  Sales  Participation  Act  and 
urge  its  passage. 

Mr.  WIDNALL.  Mr.  Chairman,  will 
the  gentleman  yield? 

Mr.  EVINS  of  Tennessee.  I  yield. 

Mr.  WIDNALL.  You  mentioned  the 
figure  of  $725  million  that  the  President 
used  in  a  recent  White  House  signing 
ceremony.  Is  it  not  true  that  only  about 
$175  million  or  $185  million  of  that  has 
been  authorized  through  the  Banking 
Currency  Committee,  and  when  he  uses 
that  figure,  does  it  not  mean  that  from 
now  on  the  Banking  and  Currency  Com¬ 
mittee  will  be  bypassed  with  respect 
to  any  future  authorization? 

Mr.  EVINS  of  Tennessee.  My  re¬ 
marks  were  addressed  to  the  loan  pro¬ 
gram  of  the  Small  Business  Administra¬ 
tion.  It  is  possible  that  there  may  be 
additional  authorizing  for  various  other 
agencies  of  the  government.  But  the 
SB  A  has  $1.5  billion  in  loans  outstand¬ 
ing  at  this  time,  and  when  these  loans 
are  sold,  then  the  fund,  as  the  gentle¬ 
man  knows,  goes  into  the  revolving  fund, 
and  the  loan  program  can  be  resumed. 
There  is  a  great  demand  for  this  loan 
program  to  be  resumed.  I  am  not  sure 
about  all  the  authorizations,  but  I  was 
directing  my  remarks  to  the  Small  Busi¬ 
ness  Administration  in  particular. 

Mr.  PATMAN.  Mr.  Chairman,  I  yield 
to  the  gentleman  from  Ohio  [Mr. 
Sweeney], 

(Mr.  SWEENEY  asked  and  was  given 
permission  to  revise  and  extend  his  re¬ 
marks  at  this  point  of  the  Record.) 

Mr.  SWEENEY.  Mr.  Chairman,  I  rise 
in  opposition  to  the  Sales  Participation 
Act  legislation  under  consideration  by 
the  House  today. 

This  proposal  has  stirred  much  con¬ 
troversy  and  is  a  new  departure  in  Fed¬ 
eral  financial  planning. 

The  proposal  of  the  administration 
to  sell  shares  in  Government  loans,  in  my 
opinion,  extends  tremendous  advantage 
to  the  larger  private  investors  of  the 
Nation  and  certainly  discriminates  quite 
effectively  against  the  best  interests  of 
the  little  fellow  who  buys  savings  bonds 


at  a  much  lower  interest  rate  from  the 
Government. 

I  concur  wholeheartedly  with  the  ob¬ 
servation  of  the  New  York  Post  of  April 
25,  1965,  which  points  out  that  if  the 
Congress  OK’s  the  plan,  private  lenders 
could  pocket  over  $100  million  of  extra 
earnings  of  the  next  2  years — courtesy 
of  the  taxpayers. 

Mr.  Chairman,  the  real  bonanza  and 
benefit  of  this  px-oposal  accrues  to  the 
large  financial  investors  such  as  banks, 
insurance  companies  and  pension  funds 
who  will  be  earning  premium  interest 
from  one-fourth  to  one-half  of  1  percent 
above  regular  Government  funds. 

At  current  interest  rates  that  means 
that  these  well-heeled  financial  inter¬ 
ests  would  be  getting  a  rate  of  5V2  per¬ 
cent  on  their  investment  with  all  of  the 
work  and  worry  taken  care  of  by  soft¬ 
hearted  Uncle  Sam. 

I  am  convinced  beyond  a  doubt  that 
the  primary  purpose  of  this  legislation 
is  to  cut  down  on  the  executive  budget 
deficit.  While  that  might  be  a  very 
meritorious  objective  for  those  of  us  who 
sit  on  this  side  of  the  aisle,  I  do  not  feel 
that  it  is  sufficiently  valid  reason  for 
overlooking  the  fact  that  these  actual 
loans  that  will  be  sold  to  private  interests 
will  still  belong  to  the  Federal  agencies 
which  will  do  all  the  work  of  collecting, 
paying  and  foreclosing  on  defaulters, 
and  so  forth. 

I  am  very  impressed  by  the  figure  of 
estimate  which  indicates  that  if  the  addi¬ 
tional  interest  were  to  rise  to  three- 
fourths  of  1  percent,  the  cost  of  benefit 
to  these  well-heeled  financial  interests 
could  extend  to  the  level  of  $132  million 
in  the  first  2  years  of  the  program  alone. 

In  addition,  Mr.  Chairman,  the  Sales 
Participation  Act  proposal  has  not  taken 
into  account  the  serious  effect  the  impact 
this  bill  would  have  upon  the  national 
mortgage  market. 

I  do  concur  wholeheartedly  with  the 
observation  made  here  today  that  FHA 
and  VA  insured  mortgages  would  de¬ 
cline  by  reason  of  the  fact  that  appli¬ 
cants  can  get  a  preferred  rate  of  interest 
from  the  Federal  National  Mortgage 
Association. 

This  legislation  confers  no  benefit  upon 
those  in  greatest  need  for  mortgage  fi¬ 
nancing  but  seems  to  me  would  be  a  pro¬ 
posal  and  “gimmick”  worked  out  by  the 
Director  of  the  Budget  to  mask  over  and 
cloud  the  real  picture  concerning  our 
Nation’s  financial  affairs. 

I  urge  the  defeat  of  the  bill. 

Mr.  PATMAN.  Mr.  Chairman,  I  yield 
to  the  gentleman  from  New  York  [Mr. 
Tenzer] 

(Mr.  TENZER  asked  and  was  given 
permission  to  revise  and  extend  his  re¬ 
marks  at  this  point  in  the  Record.) 

Mr. 'TENZER.  Mr.  Chairman,  I  rise 
in  support  of  H.R.  14544,  the  Sales  Par¬ 
ticipation  Act  of  1966.  Without  relin¬ 
quishing  congressional  control  of  Federal 
spending,  this  legislation  would  authorize 
participation  of  private  capital  in  Gov¬ 
ernment  loan  programs. 

The  concept  of  encouraging  private 
capital  to  participate  in  the  loan  pro¬ 
grams  of  Government  agencies  is  not  a 
new  one.  The  experience  gained  in  1965 
from  the  sale  of  $925  million  in  direct 


loans  and  accounts  by  the  Veterans’  Ad¬ 
ministration  has  been  successful'.  The 
net  result  has  been  beneficial  and  of  great 
importance  to  thousands  of  veterans  who 
were  able  to  receive  Government  loans 
without  the  need  for  additional  congres¬ 
sional  appropriations.  The  participation 
sales  approach  has  also  proved  successful 
in  connection  with  recent  programs  in¬ 
volving  the  FHA  and  Export-Import 
loans. 

I  am  particularly  interested  in  this  leg¬ 
islation  because  of  the  effect  of  the  pres¬ 
ent  moratorium  on  direct  small  business 
loans  by  the  Small  Business  Administra¬ 
tion.  The  moratoi-ium  was  imposed  last 
year  following  the  extensive  damage  to 
small  businesses  by  Hurricane  Betsy,  re¬ 
sulting  in  a  depletion  of  the  SBA’s  disas¬ 
ter  loan  fund.  This  legislation  would 
create  a  pool  of  Government  loans,  pro¬ 
vide  private  capital  to  improve  the  asset 
sales  program,  and  reduce  the  number  of 
outstanding  loans  which  the  Government 
now  carries. 

I  support  this  measure  and  believe  it 
would  result  in  the  lifting  of  the  morato¬ 
rium  on  SBA  loans,  assisting  thousands 
of  small  businesses  in  the  United  States 
which  seek  to  expand  and  avail  them¬ 
selves  of  the  services  and  programs  of  the 
Small  Business  Administration. 

First.  Some  who  oppose  this  bill  claim 
that  the  sale  of  participation  certificates 
would  adversely  affect  the  mortgage 
market. 

Fact:  The  potential  market  for  par¬ 
ticipation  certificates  extends  across  the 
whole  capital  market,  including  investors 
who  ordinarily  are  not  mortgage  inves¬ 
tors.  If  mortgages  were  sold  directly,  as 
urged  by  the  minority  during  the  House 
hearings,  the  market  would  be  limited  to 
regular  mortgage  lenders,  and  such  sales 
would,  therefore,  be  directly  comeptitive 
with  new  mortgages. 

If  participation  certificates  are  not 
sold,  the  Treasury  will  have  to  issue  addi¬ 
tional  obligations  in  the  same  amount. 
Consequently,  the  sale  of  participation 
certificates  will  not  have  the  effect  of  in¬ 
creasing  total  Federal  demands  on  the 
capital  market. 

Moreover,  Federal  borrowing  would 
have  to  be  concentrated  in  the  shorter 
maturities,  and  this  could  compete  with 
construction  financing. 

The  existing  authority  of  VA  to  sell 
participations,  seems  to  refute  this  argu¬ 
ment. 

Second.  Others  who  oppose  this  bill 
claim  this  program  will  be  a  “windfall 
for  the  fat  cats,”  and  refer  to  “an  un¬ 
usually  high  return.” 

Fact :  No  one  has  denied  that  the  par¬ 
ticipation  certificates  will  cost  one-fourth 
to  three-eighth  percent  more  than  direct 
Treasury  obligations  of  comparable  ma¬ 
turities.  But  the  Treasury  can  now  bor¬ 
row  only  in  the  short  end  of  the  market 
where  rates  are  high,  while  the  partic¬ 
ipation  certificates  can  be  sold  in  the 
longer-term  area  where  rates  are  lower. 
It  may  cost  something  more  overall  to 
sell  participation  certificates,  but  the  dif¬ 
ference  will  be  small. 

It  is  hard  to  determine  the  standard 
of  measurement,  when  the  rates  are  com¬ 
petitively  determined  by  the  market. 
Moreover,  the  participation  certificates 
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will  have  fixed  maturities,  and  the  pur¬ 
chaser  will  not  be  insulated  against  fluc¬ 
tuations  in  market  price.  The  saver  who 
purchases  E  bonds  or  deposits  his  funds 
in  a  savings  or  share  account  can  get  his 
money  back  on  demand  without  any 
worry  about  changes  in  market  prices. 

Third.  Others  say  the  cost  will  be  $44 
million  to  $132  million  over  the  next  2 
years. 

Fact:  The  budget  estimates  for  FNMA 
participation  sales  are  $1,660  million  in 
fiscal  1966  and  $3,230  million  in  fiscal 
1967,  a  total  of  $4,890  million.  Assuming 
an  interest  differential  of  one-fourth 
of  1  percent,  the  additional  cost  would  be 
only  $4  million  in  fiscal  1966  and  $12  mil¬ 
lion  in  fiscal  1967.  This  is  a  total  of  $16 
million  for  the  2  years;  $16  million — or 
$24  million  if  the  cost  difference  is  three- 
eighth  of  1  percent — is  a  small  price  to 
pay  for  encouraging  private  participa¬ 
tion  in  these  programs  and  releasing  the 
nearly  $5  billion  of  Federal  funds  raised 
from  taxation  or  Treasury  borrowing, 
which  is  now  sterilized  in  the  agency 
portfolios. 

Other  opponents  of  the  measure  have 
argued  that  the  sale  of  participation  cer¬ 
tificates  would  adversely  affect  the 
mortgage  market.  This  is  not  the  case 
for  even  if  certificates  were  not  sold,  the 
Treasury  would  have  to  issue  additional 
obligations  in  the  same  amount.  Con¬ 
sequently,  the  sale  of  participation  cer¬ 
tificates  will  not  have  the  effect  of  in¬ 
creasing  total  Federal  demands  on  the 
capital  market. 

Pension  funds  which  presently  do  not 
buy  mortgages,  do  invest  in  corporate 
bonds  and  common  stocks,  would  now  be 
able  to  buy  these  participation  certifi¬ 
cates.  They  would  thus  join  our  banks 
and  insurance  companies  traditional  in¬ 
vestors  in  Government  securities  and 
bring  vast  sums  to  the  money  market. 

I  support  this  legislation  and  remind 
my  colleagues  that  the  concept  of  asset 
sales  was  developed  as  a  bipartisan  pro¬ 
gram  under  President  Eisenhower’s  ad¬ 
ministration.  H.R.  14544  will  strengthen 
this  program  and  retain  the  congres¬ 
sional  control  over  agency  appropria¬ 
tions  and  the  pool  of  assets  to  be  sold. 
I  urge  my  colleagues  to  add  their  support 
to  this  measure. 

Mr.  PATMAN.  Mr.  Chairman,  I  ask 
if  the  other  side  will  use  some  of  their 
time  because  we  have  only  one  more 
speaker 

The  CHAIRMAN.  The  gentleman 
from  New  Jersey  is  recognized. 

Mr.  WIDNALL.  Mr.  Chairman,  I  yield 
at  this  time  to  the  gentleman  from  Mis¬ 
souri  [Mr.  Curtis]. 

Mr.  CURTIS.  Mr.  Chairman,  this  bill 
comes  on  the  floor  under  a  good  label, 
a  label  indeed  which  the  Republicans 
have  supported  and  advocated  for  years ; 
namely,  substituting  private  investment 
for  public,  but  that  is  just  about  as  far 
as  it  goes. 

The  issue  is  over  what  else  has  been 
put  into  this  bottle  under  the  label. 

The  gentleman  from  Tennessee  [Mr. 
Brock]  ,  certainly  put  his  finger  right  on 
it.  This  is  an  attempt  to  make  an  end 
run  around  the  4  J/4 -percent  interest  ceil¬ 
ing  on  the  Federal  debt.  The  Ways  and 
Means  Committee,  my  committee,  will 
start  hearings  next  week  on  the  Federal 


debt.  The  gentleman  from  Texas  has 
said  that  he  has  100  people  on  his  side 
lined  up  to  vote  against  increasing  or 
removing  the  41/4 -percent  ceiling  on  long¬ 
term  obligations,  that  is,  Government 
Bonds,  beyond  5  years.  Because  that 
ceiling  is  on,  the  Government  has  not 
been  able  to  market  long-term  bonds. 

The  gentleman  from  Georgia,  by  the 
way,  is  certainly  uninformed  on  the 
subject  of  debt  management  and  sales 
because  we  have  been  successful — this 
administration  and  the  previous  adminis¬ 
trations — in  marketing  long-term  bonds 
within  the  interest  ceiling. 

Mr.  BYRNES  of  Wisconsin.  Mr. 
Chairman,  will  the  gentleman  yield? 

Mr.  CURTIS.  I  yield  to  the  gentle¬ 
man  from  Wisconsin. 

Mr.  BYRNES  of  Wisconsin.  The  gen¬ 
tleman,  as  I  recall,  said  that  we  had  not 
sold  any  for  10  years.  I  had  a  check 
made  to  find  out  when  we  last  did.  Just 
to  set  the  record  straight,  on  May  15  of 
last  year  we  sold  $2  billion  of  9-year 
bonds  at  a  rate  of  414  percent.  In 
January  of  last  year  we  sold  $4.3  billion 
5-year-and-l-month  bonds,  at  a  rate  of 
between  4.16  percent  and  4.18  percent. 

Also,  even  in  our  short-term  notes — 
the  last  short-term  issue  of  longer  than 
3  years,  which  was  on  February  15 — 
when  we  sold  $7,680  million  of  4-year- 
and-9 -month  notes,  the  rate  at  that 
time  was  5  percent.  But,  just  to  keep 
the  record  straight,  there  have  been 
certainly  some  sales.  We  have  not  been 
deadlocked  for  the  last  10  years. 

Mr.  CURTIS.  I  asked  the  gentleman 
from  Georgia  to  yield  at  that  point  when 
he  was  discussing  this.  He  refused. 
This  has  been  too  often  the  tenor  of 
debates  on  the  floor  of  the  House.  In  or¬ 
der  not  to  have  the  remarks  of  those 
who  might  rebut  what  the  person  is  say¬ 
ing,  the  person  speaking  refuses  to  yield. 

Right  now  the  Government  bonds 
beyond  5  years  are  actually  selling  at  a 
yield  of  about  4.7  or  4.8.  In  other  words, 
they  are  being  discounted.  But  the 
Federal  Government  itself  cannot  mar¬ 
ket  long-term  bonds  because  of  this  in¬ 
terest  ceiling. 

What  I  was  about  to  say  is  that  those 
who  have  been  calling  this  bill  a  sham, 
I  believe  have  been  doing  so  with  reason, 
the  reason  being  that  the  attempt  here 
is  to  seem  not  to  be  increasing  interest 
rates  in  marketing  Government  securi¬ 
ties  when,  as  a  matter  of  fact,  that  is 
exactly  what  is  being  done. 

There  may  be  100  votes,  or  the  whole 
Democratic  Party  may  vote  against  in¬ 
creasing  the  interest  ceiling  on  long¬ 
term  Government  bonds,  but  if  they  vote 
for  this  bill  they  are  just  as  surely  in¬ 
creasing  the  amount  of  interest  that  the 
Federal  Government  must  pay,  and  it 
will  be  beyond  the  4  *4 -percent  ceiling. 
This  is  the  shame  part  of  this  operation. 

There  is  a  second  sham  part  of  this 
operation,  which  has  to  do  with  another 
ceiling,  which  the  Ways  and  Means  Com¬ 
mittee  will  be  confronted  with  in  our 
hearings  next  week,  the  ceiling  imposed 
upon  the  amount  of  the  Federal  debt. 

The  gentleman  from  California  made 
a  very  fine  statement  in  analyzing  the 
two  different  aspects  of  Federal  debt.  I 
think  he  was  in  error  in  putting  this 


dispute  on  the  basis  of  partisanship,  be¬ 
cause  there  are  many  Democrats,  I  am 
happy  to  say,  who  share  our  views  on 
this — not  just  the  ADA  Democrats,  but 
some  of  the  conservatives  who  have  not 
lost  sight  of  the  essential  picture  here. 

The  gentleman  was  right  in  pointing 
out  that  there  are  two  aspects  of  the 
Federal  debt.  One  is  subject  to  the  debt 
ceiling,  and  involves  the  full  faith  and 
credit  of  the  United  States,  per  se.  The 
other  part,  which  he  pointed  out,  has 
to  do  with  the  kinds  of  securities,  or  the 
lending  of  money  which  is  secured  in 
another  way.  It  is  that  kind  of  debt 
which  becomes  very  important  in  our 
considerations  here. 

And  this  kind  of  debt  is  divided  into 
two  parts.  One  kind  of  debt  is  that 
which  is  marketable,  because  it  has 
interest  rates  that  are  in  conformity  with 
the  market  demands,  and  those  securities 
are  being  sold  now.  I  am  happy  they 
are. 

This  is  the  kind  which  the  debaters 
on  the  Democratic  side  said  we  have  not 
heard  much  about.  The  Government 
has  been  selling  some  of  these  securities. 
Indeed  they  have  and  I  certainly  have 
pointed  it  out  continually  and  urged  that 
the  administration  continue  to  sell  them. 

Those  they  can  sell  because  the  lending 
has  been  done  with  a  conformity  to  the 
cost  demand  in  the  marketplace  for 
interest.  They  can  do  that. 

The  subsidy  aspect  of  this  bill  relates 
to  those  Government  securities  pegged 
at  2  percent  or  3  percent,  on  unrealistic 
interest  rate  as  far  as  the  marketing  end 
is  concerned.  For  good  or  ill,  wisely  or 
unwisely,  we  have  decided  to  subsidize 
in  these  lending  areas,  and  it  is  these 
kinds  of  securities,  that  are  being  put 
into  this  pool,  which  cannot  be  sold  in 
the  market  unless  we  appropriate  more 
money  to  pay  the  going  interest  rates. 

Here  is  one  of  the  differences  between 
the  Republican  advice  and  the  advice 
that  is  incorporated  in  this  bill.  Fur¬ 
thermore,  if  these  moneys  realized  from 
the  sale  of  these  capital  assets  were  used 
to  reduce  the  Federal  debt  under  the 
ceiling,  this  would  be  fine. 

Actually,  when  the  proposal  is  merely 
to  shift  financing  from  one  form  of  debt 
which  is  subject  to  a  debt  ceiling  to  an¬ 
other  form  which  is  not  subject  to  a 
debt  ceiling,  and  when  it  has  with  it  the 
implications  of  further  appropriations 
to  be  financed  by  more  debt  that  would 
be  subject  to  the  debt  ceiling — we  have 
this  kind  of  poor  advice  which  is  being 
given  in  this  bill. 

I  would  remind  the  Members  the  es¬ 
sentiality  of  what  is  the  Republican  ad¬ 
vice.  This  should  not  be  just  “Republi¬ 
can”  because,  Lord  bless  us,  there  are 
many  Democrats  in  this  body  who  have 
demonstrated  by  their  votes  and  by  their 
speeches  that  they  also  feel  the  real 
course  of  action  should  be  to  get  our 
expenditures  down  to  within  our  means. 

This  is  the  real  recommendation  from 
our  side  of  the  aisle,  get  expenditures 
down. 

Yes,  we  can  continue  to  substitute  pri¬ 
vate  lending  for  public,  but  we  should  do 
it  on  a  straightforward  basis.  Above 
all,  when  we  are  trying  to  handle  the 
difficult  problems  of  debt  management, 
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do  not  “kid”  the  public — I  hope  you  do 
not  get  away  with  it — by  saying  this  is 
holding  to  low  interest  rates.  Come 
forthrightly  forward  and  let  the  Fed¬ 
eral  Treasury  market  this  debt  with  ef¬ 
ficiency,  and  remove  the  4  & -percent 
ceiling  so  that  they  can  save  the  tax¬ 
payers  some  money,  rather  than  just 
monetizing  the  debt  in  the  way  they 
must  market  it  in  short-term  issues. 

NEGOTIABLE  CERTIFICATES  OF  DEPOSIT  ISSUED  BY 

MONEY  MARKET  BANKS  CAUSE  HIGHER  INTER¬ 
EST  ON  U.S.  TREASURY  SECURITIES 

Mr.  PATMAN.  Mr.  Chairman,  it  was 
long  ago  predicted  that  high  rates  on 
time  deposits  offered  corporations  by 
commercial  banks  would  seriously  inter¬ 
fere  with  the  Treasury  bill  market  and 
most  likely  lead  to  higher  interest  costs 
and  contribute  to  deficits  in  the  Federal 
budget. 

For  instance,  Gov.  J.  L.  Robertson,  of 
the  Federal  Reserve  Board,  in  his  Decem¬ 
ber  1956  dissent  in  the  Federal  Reserve 
Board’s  decision  to  increase  regulation 
Q  observed: 

Finally,  it  should  be  noted  that  if  the  ceil¬ 
ings  are  raised  sufficiently  to  be  effective, 
they  will  enable  commercial  banks  to  attract 
funds  now  invested  in  Government  securi¬ 
ties — short-term  and  long-term.  This  may 
have  a  detrimental  effect  on  the  Government 
securities  market  and  even  lead  to  higher 
levels  of  interest  rates  generally,  as  applied 
to  the  borrowing  public.  I  doubt  the  need 
for,  and  prospective  benefits  of,  a  present 
change  in  the  ceiling  rates  on  time  and  sav¬ 
ings  deposits  are  such  as  to  warrant  risking 
this  possible  consequence. 

Also,  the  study  by  the  Federal  Reserve 
Bank  of  New  York  published  in  April 
1963  commented  that,  after  regulation  Q 
was  increased  effective  January  1,  1962, 
“commercial  banks  were  apparently  suc¬ 
cessful  in  diverting  funds  from  the  mar¬ 
kets  for  Treasury  bills  and  municipal 
securities.”  There  is  no  doubt  that  the 
Federal  Reserve  Board  had  encouraged 
CD  competition  with  Treasury  bill  rates. 
The  report  continues: 

CD’s  are  highly  sensitive  to  competing  open 
market  interest  rates  and,  as  a  result,  their 
increase  slowed  down  in  the  second  half  of 
1961,  when  Treasury  bill  rates  started  to  rise. 
The  rise  in  Treasury  bill  rates  toward  the 
Regulation  Q  ceiling  narrowed  the  margin 
between  present  yields  and  CD  rates  on  six- 
month  maturities  to  only  one-eighth  of  a 
percentage  point  in  December  1961.  Largely 
because  of  this,  the  volume  of  outstanding 
CD’s  stopped  growing  and  then  began  to  re¬ 
cede,  falling  back  to  the  July  level  by  the 
year  end. 

Indeed,  time  deposits  experienced  slower 
growth  in  the  latter  part  of  1961  as  deposi¬ 
tors  sensitive  to  interest  rate  differentials — 
particularly  business  establishments,  foreign 
official  institutions,  and  state  and  local  gov¬ 
ernments — turned  to  Treasury  bills. 

Hence  the  Federal  Reserve  increase  in 
regulation  Q  effective  January  1,  1962. 

More  recent  comments  in  the  after- 
math  of  the  Federal  Reserve  Board’s  in¬ 
crease  in  regulation  Q  in  December  1965 
are  worthy  of  attention. 

The  February  issue  of  Banking  maga¬ 
zine,  the  official  organ  of  the  American 
Bankers  Association,  on  page  39,  stated 
with  respect  to  the  emergence  of  negoti¬ 
able  CD  some  5  years  previously : 

The  Fed  was  aware  that  the  issuance  of  ne¬ 
gotiable  CD’s  in  large  denominations,  at¬ 
tracting  funds  which  otherwise  would  be  in¬ 


vested  in  readily  marketable  Treasury  bills  or 
prime  commercial  paper  might  influence  the 
terms  and  conditions  under  which  short¬ 
term  U.S.  Government  securities  are  bought 
and  sold. 

And,  the  Fed  was  aware  that  “readily 
marketable  CD’s  issued  in  large  denomi¬ 
nations  by  well  known  banks  compete  di¬ 
rectly  with  short-term  treasuries,  com¬ 
mercial  paper,  sales  finance  company 
paper,  and  bankers’  acceptance.” 

Dr.  Paul  S.  Nadler,  writing  in  the  same 
issue  of  Banking,  stated  on  page  50: 

Many  banks  first  looked  at  the  CD  as  de¬ 
fensive  instrument  to  keep  corporate  treas¬ 
urers  and  municipal  officials  from  removing 
their  excess  balances  and  placing  the  money 
in  Treasury  bills  and  other  money  market  in¬ 
struments. 

Similarly,  Dunn’s  Review  of  February 
1966,  on  page  45,  states  that  corporate 
treasurers  “turned  chiefly  to  Treasury 
bills  were  there  was  no  risk,  plenty  of 
liquidity  and  a  wide  assortment  of  ma¬ 
turities  to  choose  from — an  important 
factor  when  dividend  and  tax  payments 
must  be  met.” 

It  is  interesting  to  note  that  the  Fed¬ 
eral  Reserve  Board’s  action  of  1965  in 
raising  regulation  Q  also  included  short¬ 
ening  permissible  maturities  to  30  days 
to  provide  banks  the  opportunity  to  offer 
any  possible  maturity  a  corporate  treas¬ 
urer  might  desire  in  order  to  prevent  his 
idle  cash  from  entering  the  Treasury  bill 
market. 

That  the  emergence  of  the  negotiable 
CD  has  an  $18  billion  money  market  in¬ 
strument  has  adversely  affected  Treasury 
bill  rates  over  the  course  of  the  past  5 
years  is  beyond  dispute.  The  negotiable 
CD  is  not  at  all  definable  as  a  true  bank 
deposit.  It  is  really  a  money  market 
instrument  which  the  money  market 
banks  utilize  fully  as  a  borrowing  device 
to  attract  large  amounts  of  volatile 
short-term  interest  sensitive  funds  in 
competition  with  other  money  market 
instruments.  The  emergence  of  the  ne¬ 
gotiable  CD  and  its  impact  on  the  Treas¬ 
ury  bill  market  would  have  been  utterly 
impossible  without  the  willing  coopera¬ 
tion  of  the  Federal  Reserve  Board  in 
raising  the  interest  ceiling  and  lowering 
minimum  maturities  four  times  just 
since  1961. 

With  Treasury  bill  rates  the  highest 
since  the  days  of  the  Eisenhower  tight 
money  administration,  the  CD  problem 
demands  an  immediate  solution  by  Con¬ 
gress. 

Mr.  BROCK.  Mr.  Chairman,  will  the 
gentleman  yield? 

Mr.  CURTIS.  I  yield  to  the  gentle¬ 
man  from  Tennessee. 

Mr.  BROCK.  The  gentleman  has 
mentioned  spending.  I  believe  this  is 
one  of  the  primary  concerns  with  respect 
to  this  bill. 

We  have  witnessed  the  contradiction 
implied  not  only  in  the  bill  but  also  in 
the  understanding  of  it.  We  heard  the 
remarks  of  the  gentleman  from  Califor¬ 
nia  and  of  the  gentleman  from  New  Jer¬ 
sey.  One  implied,  in  effect,  that  we 
could  create  within  these  agencies  a  re¬ 
volving  fund,  and  the  other  said  we  could 
not. 

For  that  matter,  the  bill  itself  is  a 
contradiction;  one  section  says  it  can  be 
done  and  another  says  it  cannot. 
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If  an  authorization  ceiling  of  $100  mil¬ 
lion  is  placed  on  an  agency,  they  could 
make  loans,  then  take  them  and  sell  them 
to  Fannie  Mae  and  make  $100  million, 
and  then  make  new  loans  in  that  amount, 
and  then  resell  the  loans,  and  make  new 
loans  and  sell  again — three,  four,  five, 
six,  seven,  or  eight  times. 

The  bill  is  completely  inconsistent  in 
the  spending  area. 

This  is  a  matter  of  grave  concern.  The 
committee  should  have  handled  it.  Be¬ 
cause  the  committee  did  not,  it  is  up  to 
the  House  of  Representatives  to  handle 
it. 

Mr.  CURTIS.  I  thank  the  gentleman. 
I  again  make  the  observation  that  there 
is  a  reason  for  this  undue  haste,  which 
men  on  the  other  side  of  the  aisle  have 
pointed  out.  This  is  the  undue  haste 
with  which  this  matter  has  been  rammed 
through  the  Banking  and  Currency  Com¬ 
mittee.  It  demonstrates  an  attempt  to 
hide  the  sham  behind  the  problem  in¬ 
volving  the  interest  rate  ceiling  and  the 
ceiling  on  the  amount  of  the  debt. 

Mr.  MULTER.  Mr.  Chairman,  will  the 
gentleman  yield? 

Mr.  CURTIS.  I  yield  to  the  gentleman 
from  New  York. 

Mr.  MULTER.  On  the  last  point  first, 
we  are  concealing  nothing,  and  every¬ 
body  knows  there  is  no  concealment  here, 
whether  on  the  debt  ceiling  or  the  other. 

Mr.  CURTIS.  The  gentleman  and  I 
are  at  a  difference,  obviously.  Of  course, 
those  on  the  other  side  do  not  want  to  be 
accused  of  concealing.  I  believe  the  Rec¬ 
ord  is  clear.  This  is  one  of  the  most 
shameful  records  I  have  witnesed  in  the 
16  years  I  have  been  in  the  Congress.  I 
believe  there  has  been  concealment.  I 
believe  it  has  been  a  sham.  I  believe  it 
is  a  shame. 

The  CHAIRMAN.  The  time  of  the 
gentleman  from  Missouri  has  expired. 

Mr.  PATMAN.  Mr.  Chairman,  I  yield 
the  gentleman  1  minute,  and  I  ask  the 
gentleman  to  yield  to  answer  a  question. 

Mr.  CURTIS.  I  yield  to  the  gentle¬ 
man  from  Texas. 

Mr.  PATMAN.  With  all  due  respect 
to  the  gentleman — and  I  do  have  great 
respect  for  him  and  high  regard — his 
argument  seems  to  be  that  this  is  a  fine 
proposal  during  a  Republican  adminis¬ 
tration  but  a  bad  proposal  during  a 
Democratic  administration. 

Mr.  CURTIS.  No.  The  gentleman  was 
not  listening  to  what  I  said.  Perhaps 
others  who  read  the  Record  will  feel  the 
same,  but  I  have  tried  to  point  out  the 
difference  of  opinion. 

I  have  alleged  that  you  people  have 
used  a  very  good  label,  a  fine  objective, 
but  have  distorted  it  in  the  details. 

Mr.  MULTER.  Mr.  Chairman,  will 
the  gentleman  yield? 

Mr.  CURTIS.  I  yield  to  the  gentleman 
from  New  York. 

Mr.  MULTER.  With  reference  to  the 
colloquy  the  gentleman  had  with  the 
gentleman  from  Tennessee,  there  is  not 
any  doubt,  in  using  the  language,  we 
may  mean  the  same  thing  by  using  dif¬ 
ferent  language.  We  made  it  perfectly 
clear  that  we  intend  that  no  revolving 
fund  may  use  $1  more  than  is  authorized 
and  appropriated  to  it.  We  will  offer  an 
amendment,  when  we  get  to  the  5-minute 
rule,  which  will  make  it  adequately  clear 
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that  Is  all  that  Is  intended  here,  and 
there  is  no  additional  power. 

Mr.  CURTIS.  It  would  have  been  bet¬ 
ter  if  the  committee  had  done  its  home¬ 
work  first. 

Mr.  PATMAN.  Mr.  Chairman,  has  the 
gentleman  from  New  Jersey  [Mr.  Wid- 
nall]  finished? 

Mr.  WIDNALL.  I  want  to  yield  only 
for  a  unanimous-consent  request. 

Mr.  Chairman,  I  now  yield  to  the  gen¬ 
tleman  from  Indiana  [Mr.  Bray], 

(Mr.  BRAY  asked  and  was  given  per¬ 
mission  to  revise  and  extend  his  re¬ 
marks.) 

Mr.  BRAY.  Mr.  Chairman,  this  bill 
sets  a  new  high  in  legislative  legerde¬ 
main,  although  that  is  an  honor  not  to 
be  lightly  bestowed. 

The  main  purpose  of  the  bill,  it  seems 
to  me,  is  to  try  to  confuse  the  public 
about  the  amount  of  Federal  spending' 
going  on  this  year. 

The  administrative  budget  predicts  a 
budget  deficit  of  $1.8  billion.  That  is 
based  on  so-called  participation  sales  of 
$4.7  billion  of  financial  assets. 

In  other  words  the  proposed  deficit 
,  would  be  $6  billion  were  it  not  for  the 
i  sale  of  $4.2  billion  in  assets. 

If  we  knew  an  individual  who  sold 
part  of  his  capital  assets  and  counted 
it  for  income  we  would  think  him  very 
foolish. 

If  a  farmer  sells  part  of  his  acreage 
and  then  brags  about  his  income,  we 
know  he  is  following  a  course  which  will 
lead  to  financial  ruin. 

Obviously,  by  this  kind  of  sleight  of 
hand  it  would  be  possible  to  balance  the 
budget  and  even  show  a  surplus.  The 
trouble  is  you  can  only  sell  assets  once. 
If  they  are  sold  this  year,  they  cannot  be 
sold  again  next  year,  and  you  have  that 
iriuch  more  of  a  problem  in  meeting  ex¬ 
penditures. 

There  are  other  considerations  which 
make  this  legislation  very  undesirable, 
but  to  me  the  attempt  to  cover  up  the 
actual  level  of  Government  spending  by 
such  a  shoddy  device  is  more  than  rea¬ 
son  enough  in  itself. 

.  Mr.  PATMAN.  Mr.  Chairman,  I  yield 
*  such  time  as  he  may  use  to  the  gentle¬ 
man  from  Georgia  [Mr.  WeltnerL 

(Mr.  WELTNER  asked  and  was  given 
permission  to  revise  and  extend  his  re¬ 
marks.) 

Mr.  WELTNER.  Mr.  Chairman,  in 
my  previous  remarks  today  I  indicated 
that  it  has  been  impossible  for  the  Treas¬ 
ury  to  sell  long-term  bonds  in  most  re¬ 
cent  years  because  of  the  fact  that  the 
market  would  not  purchase  them  due  to 
statutory  4  *4 -percent  interest  rate  maxi¬ 
mum  they  could  carry. 

Essentially  this  statement  is  correct. 
However,  it  is  true  that  there  have  been 
several  advanced  refunding  issues  in¬ 
volving  long-term  bonds,  and  several 
relatively  small  new  bond  issues,  which 
the  Federal  Government  in  several  years 
past  has  been  able  to  float. 

Mr.  O'NEAL  of  Georgia.  Mr.  Chair¬ 
man, the  Sales  Participation  Act  of  1966 
is  another  sad  example  of  the  smoke  of 
ingenious  ideas  hiding  but  evidencing  the 
fires  of  economic  trouble.  The  reasons 


offered  for  wanting  private  capital  in 
Federal  loan  programs  are  cloaked  in 
free  enterprise  terminology.  However, 
the  real  reason  for  the  bill  is  to  brush 
aside  our  publicly  acknowledged  budget 
deficit. 

The  truth  is  that  the  Federal  Govern¬ 
ment  has  spent  itself  into  a  financial 
straitjacket.  We  have  witnessed  5 
straight  years  of  Federal  budget  deficits 
averaging  $6.2  billion,  shrinking  gold 
reserves,  a  serious  balance-of-payments 
deficit,  very  substantial  budget  increases, 
frequent  extensions  in  our  temporary 
debt  limit,  the  removal  of  silver  from 
coins,  a  reduction  in  the  gold  that  back¬ 
stops  our  currency,  the  recent  reinstate¬ 
ment  of  excise  taxes,  and  a  host  of  addi¬ 
tional  indications  of  economic  plight. 

It  is  axiomatic  in  our  society  that  when 
a  business  enterprise  has  to  discount  its 
notes  in  order  to  meet  operating  ex¬ 
penses,  it  is  a  sure  sign  of  financial 
trouble. 

The  Sales  Participation  Act  is  equi¬ 
valent  to  discounting  notes  with  re¬ 
course,  I  repeat,  with  recourse,  in  order 
to  meet  operating  expenses — or  what  we 
can  even  less  afford — huge  charitable 
contributions  at  home  and  abroad  that 
do  little  more  than  throttle  the  ambition 
of  recipients. 

It  is  a  standard  procedure  to  ask  every 
youngster  what  he  wants  to  be  when  he 
grows  up.  As  a  child,  I  had  what  I 
childishly  thought  was  a  clever  answer. 
I  said  I  wanted  to  be  a  philanthropist, 
and  when  this  prompted  the  inevitable 
“why”  my  reply  was  that  I  noticed  that 
every  philanthropist  I  read  about  was 
very  wealthy. 

Of  course,  at  that  time,  I  had  no  way 
of  knowing  that  Uncle  Sam  would  kick 
the  traces  and  become  an  exception  to 
the  rule.  He  has  long  had  the  image  of 
one  with  limitless  financial  capacity,  but 
sadly  enough  his  image  has  been  tar¬ 
nished  in  recent  years. 

It  is  ironic  that  at  the  very  time  the 
administration  is  asking  us  to  vote  in  a 
Participation  Sales  Act,  we  are  giving 
away  increasing  amounts  of  money — 
especially  in  the  area  of  unappreciated 
foreign  aid.  How  much  longer  can  we 
continue  on  this  course?  If  we  cannot 
pay  our  public  debts  in  a  boom  period, 
when  can  we  pay  them? 

It  appears  that  the  United  States  has 
only  three  alternatives  to  avoid  an  im¬ 
pending  economic  crisis.  We  can,  first, 
continue  to  extend  the  debt  limit;  second, 
increase  taxes;  or  third,  substantially  re¬ 
duce  Government  spending.  Extending 
the  debt  limit  has  become  a  ritual  in  Con¬ 
gress,  and  the  administration  is  seriously 
considering  an  increase  in  taxes.  But  we 
continue  to  ignore  the  third  and  sensible 
alternative — a  decrease  in  spending. 

In  fact,  we  are  considering  a  bill  today 
which  makes  it  possible  for  the  Federal 
Government  to  make  our  financial  situa¬ 
tion  appear  in  better  shape  for  further 
waste  and  extravagance. 

I  will  happily  support  the  Sales  Par¬ 
ticipation  Act  of  1866  if  an  amendment 
is  adopted  to  apply  the  proceeds  on  the 
national  debt. 

Mr.  ANNUNZIO.  Mr.  Chairman,  the 


proposed  Sales  Participation  Act  ad¬ 
dresses  itself  to  a  problem  which  has  been 
a  concern  of  three  administrations,  two 
Democratic  and  one  Republican.  The 
problem  is  this:  What  to  do  with  direct 
Federal  lending  programs  which  im¬ 
mobilize  larger  and  larger  sums  of  bud¬ 
get  dollars  in  a  bulging,  overflowing  Fed¬ 
eral  portfolio  of  loan  paper. 

The  Government  has  been  selling  off 
these  assets — and  they  are  assets,  for 
they  are  bona  fide  promises  to  pay  on 
the  part  of  borrowers  with  an  excellent 
repayment  record  over  the  years — sell¬ 
ing  these  assets  to  private  investors  for 
well  over  10  years. 

But  there  are  problems  associated  with 
direct  sales  of  these  assets — problems 
which  are  difficult  to  solve  and  which 
place  effective  limitations  on  the  amount 
of  assets  which  can  be  sold  in  the  market. 

These  problems  have  given  rise  to  the 
technique  known  as  participation  sales, 
which  gets  around  most  of  the  difficul¬ 
ties.  The  technique  has  been  used  with 
success  by  the  Export-Import  Bank  and 
the  Federal  National  Mortgage  Associa¬ 
tion — Fannie  May. 

The  participation  technique  consists 
of  grouping  loans  in  pools  and  selling 
participations  or  shares  in  the  pools 
rather  than  selling  the  underlying  loans 
directly.  It  is  a  natural  development 
in  the  financing  of  Federal  credit  pro¬ 
grams. 

The  Government’s  essential  function 
becomes  one  of  underwriting  the  credit 
risk  and  thus  facilitating  the  flow  of 
funds  from  investors  to  borrowers  who 
do  not  have  ready  access  to  capital  mar¬ 
kets. 

The  sale  of  participation  certificates 
backed  by  the  Government  makes  it 
feasible  for  private  investors  to  invest  in 
a  variety  of  programs  in  which  the  bor¬ 
rowers’  names  and  credit  standings  are 
not  well  known.  The  Federal  Govern¬ 
ment  acts  as  an  intermediary. 

In  most  Federal  credit  programs,  the 
Government  assumes  the  credit  risk  or 
most  of  it.  The  reason  is  that  private 
lenders  are  either  unwilling  or  unable  to 
assume  the  loan  risks  on  the  credit  terms 
and  conditions  necessary  to  meet  the  ob¬ 
jectives  we  have  established  for  the  pro¬ 
grams.  By  assuming  the  risk,  the  Gov¬ 
ernment  stimulates  the  flow  of  funds 
from  private  investors  to  communities, 
organizations,  and  individuals. 

Assumption  of  the  risk  is  essentially 
the  same,  whether  in  a  guaranteed  loan, 
an  insured  loan,  or  a  pool  of  direct  loans 
in  which  guaranteed  participations  are 
sold. 

The  Participations  Sales  Act  of  1966  is 
a  natural  evolution  in  the  development  of 
more  efficient  financing  techniques. 
This  legislation  will  strengthen  the  pri¬ 
vate  market  in  its  ability  to  support  the 
credit  programs  which  our  society  and 
economy  need.  It  will  also  reduce  the 
total  of  scarce  budget  dollars  tied  up  un¬ 
necessarily  in  the  portfolio  of  loans  which 
the  Government  will  be  carrying. 

I  urge  full  support  of  H.R.  14544. 

Mr.  PATMAN.  Mr.  Chairman,  I  yield 
such  time  as  he  may  use  to  the  gentle¬ 
man  from  Texas  [Mr.  Mahon],  the 
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chairman  of  the  Committee  on  Appro¬ 
priations. 

Mr.  MAHON.  Mr.  Chairman,  when  I 
first  heard  of  this  legislation  I  was  in¬ 
clined  to  be  skeptical  and  doubtful  that 
Congress  should  take  this  action.  Now 
that  I  have  listened  to  some  of  the  debate 
and  had  opportunity  to  study  the  legisla¬ 
tion,  I  see  nothing  really  wrong  with  it. 

I  realize  that  it  will  authorize  actions 
that  will,  to  those  who  do  not  give  it 
adequate  consideration,  make  the  na¬ 
tional  debt  appear  lower  and  make  the 
administrative  budget  seem  smaller.  But 
why  should  that  deny  a  bill  if  it  other¬ 
wise  is  valid  and  makes  good  sense.  Why 
should  not  these  loan  assets,  which  the 
Government  owns,  be  pooled  as  a  basis 
for  sale  of  these  certificates? 

It  is  not  creating  a  false  picture  to  in¬ 
dicate  what  the  real  truth  is,  namely, 
that  the  obligation  will  be  paid  and  that 
the  payment  from  the  Treasury  generally 
will  be  the  disparity  between  what  the 
interest  rates  might  be  and  the  losses 
that  the  Government  may  take.  These 
losses  will  be  out  in  the  open  for  all  to 
see  to  a  greater  degree  than  heretofore. 

I  realize  that  for  many  years  the 
budget  and  appropriation  system  has  to 
some  extent  been  confusing.  I  know  of 
a  project  in  the  district  which  adjoins 
mine,  a  reclamation  project,  to  provide 
water  for  several  cities,  which  will  cost 
about  $90  million.  According  to  the 
present  system  of  budgeting,  this  shows 
up  as  an  outlay  by  the  Government  that 
from  first  appearances  will  never  be  re¬ 
turned,  just  like  buying  an  Army  tank 
or  a  military  aircraft.  Actually,  though, 
more  than  90  percent  of  the  money  spent 
on  this  project  will  be  repaid  under  the 
repayment  provision  of  the  reclamation 
law.  This  is  not  on  all  fours  with  exact 
budget  techniques  involved  in  the  pend¬ 
ing  bill,  but  it  emphasizes  a  point  which 
I  think  is  valid. 

If  there  were  no  precedent  for  the 
procedure  involved  in  this  bill  and  if  we 
had  not  been  doing  it  from  year  to  year, 
it  might  be  something  we  would  ap¬ 
proach  with  far  greater  concern. 

But  we  have  done  some  of  this.  It 
seems  to  be  acceptable.  It  has  been 
recommended  by  previous  administra¬ 
tions.  However,  whether  anyone  recom¬ 
mended  it  or  did  not  recommend  it,  or 
whether  the  Republicans  are  for  it  and 
whether  the  Democrats  are  for  it  is  not 
the  point.  The  point  is  this:  Is  this  a 
wise  and  proper  action? 

Mr.  WIDNALL.  Mr.  Chairman,  will 
the  gentleman  yield? 

Mr.  MAHON.  Not  for  the  moment. 

Mr.  Chairman,  a  portion  of  my  skepti¬ 
cism  about  this  was  that  the  Congres¬ 
sional  appropriations  review  process 
would  be  bypassed  or  undermined. 
This  was  the  thing  that  gave  me  a  great 
deal  of  concern  in  the  early  considera¬ 
tion  of  this  matter. 

Of  course,  as  chairman  of  the  Com¬ 
mittee  on  Appropriations,  I  am  quite 
jealous  of  its  prerogatives,  as  all  com¬ 
mittee  chairmen  tend  to  be.  But  more 
than  that,  I  am  jealous  of  the  preroga¬ 
tives  of  the  Congress  and  not  just  of  the 
committee. 

Mr.  Chairman,  as  I  see  it,  we  do  not 
lose  any  of  the  controls  which  we  have 


previously  had.  On  the  other  hand, 
some  of  these  controls  will  be  strength¬ 
ened,  and  all  of  these  participation  sales 
will  have  to  be  approved  in  advance  in 
appropriation  bills. 

Mr.  Chairman,  I  have  heard  some  dis¬ 
cussion  here  about  the  continuous  pur¬ 
chase  of  certificates  from  the  revolving 
funds.  Of  course,  you  could  continue 
to  purchase  the  certificates  from  the 
revolving  fund,  if  Congress  gives  its  ap¬ 
proval  to  do  so,  but  not  otherwise.  And, 
if  this  is  not  the  clear  intent  of  the  bill — 
the  one  now  pending  before  us — I  cer¬ 
tainly  would  support  any  action  to  make 
this  perfectly  clear.  However,  from  my 
knowledge,  it  is  perfectly  clear. 

Mr.  JONAS.  Mr.  Chairman,  will  the 
gentleman  yield? 

Mr.  MAHON.  I  am  glad  to  yield  to 
my  distinguished  colleague  from  North 
Carolina. 

Mr.  JONAS.  I  am  very  much  inter¬ 
ested  in  what  my  friend,  the  distin¬ 
guished  chairman  of  the  Committee  on 
Appropriations,  is  saying,  because  I  have 
approached  my  consideration  of  this  sub¬ 
ject  from  that  same  point  of  view.  There 
are  certain  rules  of  the  House  which  re¬ 
quire  that  the  Appropriations  Commit¬ 
tee  shall  initiate  appropriations,  and  no 
funds  can  be  withdrawn  from  the  Treas¬ 
ury,  except  by  appropriations,  as  is  pro¬ 
vided  for  in  the  Constitution. 

I  do  not  understand,  and  I  direct  the 
attention  of  the  gentleman  from  Texas, 
to  the  language  contained  in  paragraphs 
4  and  5  on  page  6  of  the  bill.  I  have  read 
these  paragraphs  many  times  and  I  must 
say  that  in  my  judgment  they  violate 
not  only  the  rules  of  the  House  but  also 
the  Constitution  of  the  United  States. 

It  seems  to  me  that  the  Appropriations 
Committee  is  being  turned  into  an  au¬ 
thorizing  committee  and  that  the  legis¬ 
lative  committee  is  doing  the  appropri¬ 
ating. 

I  would  appreciate  if  the  distinguished 
chairman  of  the  Committee  on  Appro¬ 
priations  would  point  out  wherein  I  am 
wrong  in  that  construction  of  this  lan¬ 
guage. 

Mr.  MAHON.  The  gentleman  from 
North  Carolina  knows  that  we  have  been 
in  this  business  of  disposing  of  these 
assets  over  a  period  of  years,  under  cer¬ 
tain  circumstances-T-under  the  FNMA, 
under  the  Veterans’  Administration  loan 
program,  and  otherwise.  As  I  see  it, 
there  is  no  really  radical  change  in  that 
procedure  as  a  result  of  this  bill.  My  in¬ 
terpretation  of  the  bill  is,  as  has  been 
pointed  out  previously  in  my  remarks, 
that  the  Appropriations  Committee  it¬ 
self  would  initially  determine  whether  or 
not  and  to  what  extent  these  certificates 
would  be  sold.  Then  the  House  and  the 
Senate  would  have  to  pass  on  the  matter. 

Mr.  JONAS.  May  I  make  a  state¬ 
ment? 

Mr.  MAHON.  I  yield  to  the  gentle¬ 
man. 

Mr.  JONAS.  I  do  not  believe  it  can 
be  shown  that  any  previous  legislation 
has  ever  contained  language  even  close 
kin  to  that  contained  in  paragraphs  4 
and  5  of  section  2  of  this  bill.  As  I  un¬ 
derstand  it,  this  language  has  never  be¬ 
fore  appeared  in  legislation  during  our 
entire  history — it  is  entirely  unprece¬ 


dented.  Now  that  fact  alone  would  cer¬ 
tainly  not  condemn  it,  but  I  suspect  this 
sort  of  thing  has  never  before  been  tried 
because  it  seems  to  me  to  be  a  violation 
of  the  rule  that  gives  exclusive  jurisdic¬ 
tion  over  appropriations  to  the  Commit¬ 
tee  on  Appropriations.  What  we  have 
here  is  an  indefinite,  automatic  appro¬ 
priation  based  upon  a  blanket  authoriza¬ 
tion  to  be  made  by  the  Committee  on 
Appropriations.  The  amount  of  funds 
used  will  not  be  determined  by  the  Com¬ 
mittee  on  Appropriations  but  by  the 
terms  of  the  trust  instrument  which  will 
be  dictated  by  New  York  City  bond  at¬ 
torneys  instead  of  by  Congress. 

Mr.  MULTER.  Mr.  Chairman,  will 
the  gentleman  yield? 

Mr.  MAHON.  I  yield  to  the  gentle¬ 
man. 

Mr.  MULTER.  I  want  to  undertake  to 
answer  the  question  that  has  been  raised 
by  saying  that  during  the  discussion  in 
our  Committee  on  Banking  and  Currency, 
we  found  heretofore  none  of  these  agen¬ 
cies  when  disposing  of  government  ob¬ 
ligations  had  to  go  to  the  Committee  on 
Appropriations  for  such  appropriations. 
Now  we  are  writing  into  this  bill  for  the 
first  time,  and  now  this  bill  will  require 
that  all  of  these  agencies  before  selling 
any  of  these  Government  obligations, 
which  we  own,  at  a  discount — the  dis¬ 
count  must  be  made  available  to  them 
by  the  Committee  on  Appropriations  and 
by  an  appropriation  by  the  Congress. 

Mr.  JONAS.  But  the  amount  of  the 
subsidy,  on  the  discount  if  you  prefer 
that  term,  will  not  be  determined  in  ad¬ 
vance  by  an  appropriation  act  because 
that  act  will  only  authorize  the  issuance 
of  an  “aggregate  principal  amount”  and 
this  somehow  by  the  terms  of  this  bill 
gets  converted  into  an  obligation  to  com¬ 
ply  with  the  terms  of  the  trust  instru¬ 
ment. 

Your  own  committee  report  on  page 
5  reads  as  follows: 

Thus,  purchasers  of  participations  would 
be  assured  of  timely  payments  of  principal 
and  interest  without  further  action  by  the 
Congress. 

Mr.  MULTER.  Mr.  Chairman,  will  the 
gentleman  from  Texas  yield  further? 

Mr.  MAHON.  I  yield  to  the  gentle¬ 
man. 

Mr.  MULTER.  I  use  the  word  “dis¬ 
count”  very  loosely.  What  we  are  doing 
here  is  this.  We  have,  for  instance,  dis¬ 
aster  loans  which  carry  a  3  percent  in¬ 
terest  rate.  That  carries  less  than  the 
going  interest  rate. 

This  instrument  is  now  going  to  be  sold 
to  the  purchaser  so  as  to  yield  the  going 
rate.  Therefore,  the  Government  must 
make  up  the  difference.  The  difference 
is  what  I  have  called  loosely  the  “dis¬ 
count.”  Heretofore  they  have  been  able 
to  do  that  without  any  authorization. 
They  have  the  right  to  do  it.  Now  we  say 
that  from  now  on  before  you  do  that,  go 
to  the  Congress  and  get  a  law  authoriz¬ 
ing  you  and  an  appropriation  of  the 
money  to  make  up  that  difference  before 
you  sell  it  at  that  difference. 

Mr.  JONAS.  I  do  not  find  that  spelled 
out  in  the  bill.  I  hope  the  gentleman  will 
support  an  amendment  to  express  this  as 
the  clear  intent  of  Congress. 
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Mr.  MULTER.  That  is  the  intent  of 
the  section  you  have  referred  to  which  is 
subdivision  4,  page  6. 

Mr.  JONAS.  Well,  it  does  not  say  that. 

Mr.  EVINS  of  Tennessee.  Mr.  Chair¬ 
man,  will  the  gentleman  yield? 

Mr.  MAHON.  Of  course,  this  is  a 
matter  of  interpretation.  I  yield  to  the 
gentleman  from  Tennessee. 

Mr.  EVINS  of  Tennessee.  I  do  not 
know  that  I  can  clarify  the  matter. 
But  we  had  before  our  committee  Mr. 
Baughman,  who  is  the  chairman  of 
Fannie  Mae.  He  specifically  empha¬ 
sized  there  was  nothing  new  about  this 
procedure.  There  was  some  strengthen¬ 
ing  provision  put  in  the  law  and  they 
would  have  to  give  to  the  Congress  a 
justification  for  an  appropriation  for 
interest  payments.  We  are  following 
the  same  pattern  that  we  have  been  fol¬ 
lowing  on  the  other  sales  of  securities 
except  that  the  Director  of  Fannie  Mae 
serves  as  a  trustee  in  this  capacity. 

Mr.  MAHON.  Mr.  Chairman,  I  re¬ 
assert  and  repeat  my  statement  that  I 
believe  the  action  proposed  here  does  not 
do  violence  to  the  appropriation  process 
of  the  Congress  of  the  United  States, 
the  House  of  Representatives  and  the 
other  body;  and  that  it  gives  us  in  some 
respects  more  safeguards  than  we  now 
have. 

I  think  the  action  proposed  in  this 
bill — out  in  the  open  and  aboveboard, 
is  sound  in  concept.  I  do  not  hesitate  to 
express  my  approval  of  this  legislation. 

I  am  not  sure  about  all  of  the  people 
and  all  of  the  organizations  who  are  for 
it  or  against  it.  I,  as  a  member  of  the 
Committee  on  Appropriations  and  as  a 
Member  of  the  Congress,  have  studied 
it.  I  am  not  maintaining  that  the  bill  is 
perfect  in  every  respect.  Adjustments 
and  refinements  based  on  experience 
may  be  required  from  time  to  time.  But 
I  am  in  favor  of  it  and  I  believe  it  ought 
to  be  passed.  I  believe  it  to  be  in  the 
public  interest  in  the  years  to  come  that 
we  handle  these  matters  and  these  obli¬ 
gations  in  the  way  proposed  in  this  legis¬ 
lation.  I  think  we  have  the  safeguards 
that  in  my  judgment  we  need  to  have. 

Mr.  WIDNALL.  We  have  no  further 
requests  for  time. 

Mr.  PATMAN.  Mr.  Chairman,  we 
have  no  further  requests  for  time,  and  I 
ask  that  the  Clerk  read. 

The  Clerk  read  as  follows : 

Be  it  enacted  by  the  Senate  and  House  of 
Representatives  of  the  United  States  of 
America  in  Congress  assembled,  That  this 
Act  may  be  cited  as  the  “Participation  Sales 
Act  of  1966”. 

Mr.  PATMAN.  Mr.  Chairman,  I  move 
that  the  Committee  do  now  rise. 

The  motion  was  agreed  to. 

Accordingly,  the  Committee  rose;  and 
the  Speaker  having  resumed  the  chair, 
Mr.  Keogh,  Chairman  of  the  Committee 
of  the  Whole  House  on  the  State  of  the 
Union,  reported  that  that  Committee, 
having  had  under  consideration  the  bill 
(H.R.  14544)  to  promote  private  fi¬ 
nancing  of  credit  needs  and  to  provide 
for  an  efficient  and  orderly  method  of. 
liquidating  financial  assets  held  by  Fed¬ 
eral  credit  agencies,  and  for  other  pur¬ 
poses,  had  come  to  no  resolution  thereon. 


GENERAL  LEAVE  TO  EXTEND 

PATMAN.  Mr.  Speaker,  I  ask 
unatumous  consent  that  all  Members 
speaking  on  the  bill  today  have  the 
privilege  of  extending  their  remarks  and 
including  extraneous  matter,  and  that 
all  Members  may  have  the  privilege  of 
extending,  their  remarks  and  including 
extraneousunaterial. 

The  SPEAKER.  Without  objection,  it 
is  so  orderedk 

There  was  i\o  objection. 
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LEGISLATIVE ''PROGRAM  FOR  THE 
BALANCEV)F  THIS  WEEK 

Mr.  GERALD  Ry  FORD.  Mr.  Speak¬ 
er,  I  ask  unanimous  consent  to  proceed 
for  1  minute  for  this  purpose  of  asking 
the  distinguished  majority  leader  the 
schedule  for  the  remamder  of  the  week. 

The  SPEAKER.  Without  objection, 
it  is  so  ordered. 

There  was  no  objection^ 

Mr.  ALBERT.  Mr.  Speaker,  will  the 
gentleman  yield? 

Mr.  GERALD  R.  FORD.  \  I  yield  to 
te  gentleman  from  Oklahoma.' 

Mr.  ALBERT.  Mr.  Speaker,  in  re¬ 
sponse  to  the  inquiry  of  the  distinguished 
minority  leader,  we  plan  to  conclude 
consideration  of  H.R.  14544,  thX  Par¬ 
ticipation  Sales  Act  of  1966,  tomorrow. 

The  minimum  wage  bill,  H.R.  lV712, 
previously  announced,  will  go  over  injtil 
next  week. 

I  would  like  to  advise  Members  fi 
their  information  that  in  addition  td 
continuation  of  consideration  of  the' 
Participation  Sales  Act,  the  following 
matters  are  added  to  the  program  for  to-/ 
morrow : 

The  conference  report  on  H.R.  1421 
Department  of  Interior  appropriation 
bill  for  fiscal  year  1967,  will  be  called 
up  by  the  gentleman  from  Indiana /Mr. 
Denton], 

Also  tomorrow  the  gentleman1'  from 
Massachusetts  [Mr.  Philbin]  Mas  ad¬ 
vised  that  he  will  call  up  by  unanimous 
consent  the  following  bills  unanimously 
reported  by  the  Committee  yon  Armed 
Services. 

H.R.  13768,  to  authorized  disposal  of 
celestite  from  supplemental  stockpile; 

H.R.  13769,  to  authorize  disposal  of 
cordage  fiber— sisal — Jrom  national 
stockpile; 

H.R.  13770,  to  authorize  disposal  of 
crocidolite  asbestos— /narsh — from  sup¬ 
plemental  stockpiles 

H.R.  13772,  to  authorize  disposal  of 
metallurgical  grade  manganese  ore  from 
national  stockpile  and  supplemental 
stockpile; 

H.R.  13773, /to  authorize  disposal  of 
opium  from  national  stockpile; 

H.R.  13366;  to  authorize  the  disposal 
of  aluminum  from  national  stockpile. 

Mr.  GERALD  R.  FORD.  May  I  ask 
the  distinguished  majority  leader  in  what 
order  we'  will  proceed  tomorrow?  Will 
the  conference  report  come  up  first  and 
then  these  unanimous-consent  requests? 

Mr/ ALBERT.  Yes,  we  would  handle 
the  ^conference  report  first,  and  I  would 
thi/k  we  would  try  to  dispose  of  these 
mimous -consent  bills  immediately 


thereafter, 
time. 

Mr.  GERALD  R.  FORD.  I  have 
asked  by  a  number  of  Members 
side  if  there  is  any  plan  to  meet  on  on- 
day,  May  30. 

Mr.  ALBERT.  If  the  ge  mkn  will 
yield,  we  have  made  no  plai  ijm  refer¬ 
ence  to  that  matter.  I  woul  .e  to  con¬ 
sult  with  other  Members  o  e  leader¬ 
ship,  particularly  the  Spe  *.  I  am 
sure  we  will  not  have  ai  egislative 
business  on  Memorial  Day,  >  it  is  what 
the  gentleman  means. 

Mr.  GERALD  R.  FOR?  .  I  thank  the 
distinguished  majority 


RESIGNATIONS  OF  MEMBERS  OF 
UNITED  STATE/-CANADA  INTER - 
PARLIAMENT/y^Y  GROUP 

The  SPEAKEIy  laid  before  the  House 
the  following  /ommunications,  which 
were  read: 

May  17,  1966. 

Hon.  John  W ./McCormack, 

House  of  Representatives, 

Washing  ton ,/d.C. 

Dear  Mr.  Speaker:  Since  it  will  not  be  pos¬ 
sible  for  Me  to  attend  the  May  meeting  of 
the  United  States -Canada  Interparliamen¬ 
tary  Gronp,  I  ask  that  my  resignation  as  a 
member/ of  the  House  Delegation  be  accepted 
so  thayan  alternate  can  be  appointed. 
Sincerely  yours, 

Stanley  R.  Tupper, 
Member  of  Congress,  Maine. 


May  13,  1966. 

[on.  John  McCormack, 

Speaker  of  the  House, 
louse  of  Representatives, 

7 ashington ,  D.C. 

vDear  Mr.  Speaker:  I  was  indeed  sorry  to 
find  that  I  will  be  unable  to  Join  the  mem¬ 
bers  of  the  House  Delegation  to  the  Ninth 
Meeting  of  the  Canada-United  States  Inter¬ 
parliamentary  Group  May  18  through  22. 
7  have,  advised  the  Committee  on  Foreign 
Affairs  Vf  my  inability  to  attend. 

It  is  with  much  regret  that  I  must  ask 
that  I  be \emoved  as  a  member  of  the  United 
States-Canada  Interparliamentary  Group.  It 
has  been  ai»  honor  to  serve  with  these  fine 
representatives,  and  I  regret  my  inability  to 
continue  as  a.  member. 

My  thanks  Vor  your  assistance,  and  my 
warmest  personal  regards. 

Sincerely  yours, 

Robert  N.  Giaimo, 
Member  of  Congress. 

The  SPEAKER\  Without  objection, 
the  resignations  wiN  be  accepted. 

There  was  no  objection. 


APPOINTMENT  OF  \MEMBERS  OF' 
THE  CANADA-UNITED  STATES  IN¬ 
TERPARLIAMENTARY  GROUP 

The  SPEAKER.  Pursuant  to  the  pro¬ 
visions  of  section  1,  Public  Law  86-42,  the 
Chair  appoints  as  members  qf  the  Can¬ 
ada-United  States  Interparliamentary 
Group  the  gentleman  from  West  Virginia 
[Mr.  Kee]  and  the  gentleman  frbm  Ten¬ 
nessee  [Mr.  Duncan],  to  fill  the  Visas' 
vacancies  thereon. 


CORRECTION  OF  ROLLCALL' 

Mr.  MATSUNAGA.  Mr.  Speaker, 
rollcall  No.  101,  on  May  16,  a  quor 
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feall,  I  am  recorded  as  being  absent.  I 
wW  present  and  answered  to  my  name. 

I  ai3c  unanimous  consent  that  the  perma- 
nent\REcoRD  and  Journal  be  corrected 

accordingly.  ,  .  .. 

The  SPEAKER.  Is  there  objection  to 
the  request  of  the  gentleman  from  Ha¬ 
waii?  \ 

There  was  no  objection. 

SO  MUCH  IS  I&GHT:  THE  RECORD 

OF  SECRETARY  OF  DEFENSE  MC¬ 
NAMARA 

(Mr.  PRICE  asked  and  was  given  per¬ 
mission  to  address  the  Rouse  for  1  min¬ 
ute,  to  revise  and  extend,  his  remarks, 
and  to  include  a  newspapefv  editorial.) 

Mr.  PRICE.  Mr.  Speaker ,Nn  my  years 
of  experience  in  Congress  I  have  found  it 
is  those  with  the  courage  to  make  posi¬ 
tive  decisions  in  the  interest  of  ouVcoun- 
try  who  come  in  for  the  most  criticism. 
That  is  understandable  because  there  is 
always  room  for  differences  when  deci¬ 
sions  are  being  made.  The  greatest  goot^ 
is  accomplished,  however,  by  men  willing 
to  assume  the  responsibility  of  decision¬ 
making,  even  in  the  face  of  criticism. 

I  have  not  always  been  in  agreement 
with  the  Secretary  of  Defense  but  in 
retrospect  I  can  see  in  Robert  S.  Mc¬ 
Namara  the  kind  of  strong  leader  Con¬ 
gress  looked  for  when  it  created  the  Office 
of  Secretary  of  Defense.  At  great  per¬ 
sonal  sacrifice  McNamara  accepted  the 
challenge  of  directing  the  Nation’s  Mili¬ 
tary  Establishment  and  he  has  accom¬ 
plished  much  to  assure  its  efficiency  and 
effectiveness  thereby  advancing  our  na¬ 
tional  security. 

More  and  more  people  throughout  the 
country  are  beginning  to  realize  this. 
Witness  for  instance  the  writings  of  the 
well-known  columnist,  Roscoe  Drum¬ 
mond.  Under  leave  to  do  so  I  include 
with  my  remarks  Mr.  Drummond’s  col¬ 
umn  which  appeared  in  the  Chicago  Sun- 
Times  of  Saturday,  May  14,  1966.  It 
follows: 

McNamara  Record:  So  Much  Is  Right 
(By  Roscoe  Drummond) 

Washington. — Robert  S.  McNamara  is  the 
most  durable  secretary  of  defense  the  Penta¬ 
gon  has  ever  had. 

In  one  important  sense  McNamara  is  tl 
first  secretary  of  defense  the  Pentagon  Jnas 
ever  had,  because  he  is  the  first  civilian  to 
have  won  command  of  the  decision-making 
process  of  the  most  powerful  arm  of  yAe  most 
-powerful  nation  in  the  world. 

McNamara  will  win  no  popularity  contest 
in  Washington,  either  in  the  Pentagon  or  in 
Congress. 

There  are  two  main  reasons/'  He  has  forced 
and  end  to  the  warring  aild  wasteful  sov- 
ereignites  of  the  services^ Army,  Navy,  Air 
Force,  Marine  Corps.  I  /an  remember  when 
the  Joint  Chiefs  of  Stflif  were  so  disjointed 
that  they  couldn’t  even  agree  on  their  mis¬ 
sions  in  the  event  af  war  and  each  laid  out 
war  plans  that  ignored  the  others. 

The  effect  of  this  kind  of  competing  dis¬ 
unity  within  the  services  was  to  shift  to  Con¬ 
gress  much  of  the  decision  as  to  how  the 
total  defens/  budget  would  be  divided,  a  mili- 
tary-finan/ial  decision  which  ought  to  be 
made  in/the  Pentagon.  Today  it  is.  Con¬ 
gress  u/ed  to  relish  the  old  days  and  resents 
the  ejrtent  to  which  McNamara  has  both  per¬ 
suaded  and  coerced  the  Joint  Chiefs  into  a 
working  unity  under  powerful  civilian  corn- 
land. 


McNamara  is  not  popular  in  the  Pentagon, 
but  he  is  respected  and  valued.  McNamara 
is  not  popular  in  Congress,  but  when  a  re¬ 
porter  asks  a  critical  congressman  if  he  would 
like  to  see  McNamara  quit,  he  invariably  re¬ 
plies,  “Heavens,  no.” 

I  am  not  suggesting  that  McNamara  can 
do  no  wrong,  that  his  judgment  has  been  in¬ 
fallible.  But  I  do  report  that  he  has  done 
so  much  that’s  right  at  the  right  time  that 
even  his  critics  would  be  horrified  at  the 
prospect  of  having  him  leave. 

Here  are  some  of  the  things  he  has  done: 

War  readiness— When  the  President  de¬ 
cided  to  put  troops  into  the  field  in  Viet  Nam, 
we  were  able  to  move  100,000  men,  plus  all 
supporting  materiel,  10,000  miles  in  about  120 
days  and  these  troops  began  fighting  almost 
at  once  with  high  morale,  and  many  more 
have  followed. 

War  supplies — Despite  the  recurring  dis¬ 
order  and  limitied  harbor  facilities,  there 
have  been  no  serious  shortages.  They  have 
been  few  and  minor  and  temporary. 

Advance  planning — We  would  not  have 
been  able  to  come  to  the  defense  of  South 
Viet  Nam  effectively  if  McNamara,  with  Presi¬ 
dent  John  F.  Kennedy’s  support,  had  not 
moved  in  1961  to  strengthen  the  conventional 
and  guerrilla-trained  forces  of  the  Army. 
^McNamara  not  only  recognized  clearly  but 
qcted  on  the  premise  that  the  nuclear  stale-y/ 
ite  would  not  deter  aggression  by  non 
nuclear  means.  In  1962,  two  years  before/we 
begma  fighting  in  Viet  Nam,  he  added  tor the 
budgets  of  all  the  services  in  order  tq/make 
sure  tlrqy  would  have  the  equipment  and 
supplies  oq  match  their  war  plans. 

I  doubtNjhat  there  is  any  “shq/king  mis¬ 
management  in  this  record. 


H.R.  15103 


DAIRY 


?ORT  AC 


OF  1966 


(Mr.  RACE  asftqd  anti  was  given  per¬ 
mission  to  addressHhe  House  for  1  min¬ 
ute,  to  revise  andymctend  his  remarks, 
and  to  include  a  etopy\pf  the  bill  which 
he  has  introduced.) 

Mr.  RACE.  /Mr.  Speaker,  I  today  in¬ 
troduce  for  .appropriate  reference  the 
Dairy  Impo/t  Act  of  1966. 

This  biUr  would  confirm  tlih  right  of 
Congressao  control  foreign  tradedn  milk, 
cheeseyand  other  dairy  products.\lt  is  a 
just  and  reasonable  bill  which  provides 
adequate  protection  for  both  and  pro¬ 
ducer  and  the  consumer  of  dairy  prote¬ 
cts.  At  the  same  time,  it  provides  tm 
lexibility  needed  to  make  it  a  workable 
piece  of  legislation. 

In  view  of  the  fact  that  our  Nation’s 
farmers,  and  particularly  the  dairy 
farmers,  have  faced  economic  hardships 
unparalleled  in  American  history  since 
the  days  of  the  factory  sweatshop,  I 
feel  this  measure  is  a  very  vital  step — a 
very  necessary  step — toward  putting  the 
farmer  back  onto  a  sound  economic 
footing. 

For  the  first  time  in  more  than  a  dec¬ 
ade,  farmers  are  beginning  to  see  a 
glimmer  of  hope  for  the  future.  How¬ 
ever,  the  action  by  the  Tariff  Commis¬ 
sion  in  allowing  larger  and  larger 
quantities  of  dairy  products  to  be  im¬ 
ported  is  severely  restricting  the  opera¬ 
tion  of  existing  dairy  programs  enacted 
by  Congress  and  is  threatening  to  com¬ 
pletely  repulse  the  dairy  farmers’  at¬ 
tempted  return  to  the  affluent  society. 

This  measure,  which  was  introduced 
by  the  senior  Senator  from  Wisconsin  in 
the  other  body,  is  a  moderate,  flexible 
measure  which  is  in  the  best  interest  of 
both  the  farmer  and  the  taxpayer. 


(A  bill  to  regulate  imports  of  milk  and  < 
products,  and  for  other  purposes) 

Be  it  enacted  by  the  Senate  and  Housk  of 
Representatives  of  the  United  States  of 
America  in  Congress  assembled,  That  this  Act 
may  be  cited  as  the  “Dairy  Import  Act  of 
1966.” 

Sec.  2.  No  imports  of  dairy  products  shall 
be  admitted  to  the  United  States  for  con¬ 
sumption  except  pursuant  tq/authorizations 
issued  by  the  Secretary  of  Agriculture  in  ac¬ 
cordance  with  the  provisions  of  this  Act. 

Sec.  3.  No  authorizations  for  imports  of 
dairy  products  shall  be/issued  by  the  Secre¬ 
tary  which  would  result  in  total  imports  for 
consumption  of  dairy  products  in  any  calen¬ 
dar  year  in  excess  of  the  total  average  annual 
quantity  thereof  which  was  admitted  for 
consumption  during  the  five  calendar  years 
1961  through /965. 

Sec.  4.  In jt he  event  that  total  annual  do¬ 
mestic  consumption  of  dairy  products  in  any 
calendar  /year  shall  be  greater  or  less  than 
the  avepftge  total  annual  domestic  consump¬ 
tion  of  dairy  products  during  the  five  calen¬ 
dar  years  1961  through  1965,  the  total  annual 
volume  of  imports  for  such  calendar  year 
authorized  under  section  3  shall  be  increased 
fr  decreased  by  a  corresponding  percentage. 

Sec.  5.  The  President  may  permit,  if  he 
finds  such  action  to  be  necessary  in  the  pub¬ 
lic  interest,  additional  quantities  of  imports 
of  any  dairy  products  the  importation  of 
which  is  regulated  under  this  Act.  Ad¬ 
ditional  imports  permitted  under  this  section 
shall  be  admitted  for  consumption  under 
special  authorizations  issued  by  the  Secre¬ 
tary.  No  additional  imports  shall  be  admit¬ 
ted  for  consumption  under  this  section  at  a 
time  when  prices  received  by  dairy  farmers 
for  milk  on  a  national  average  as  determined 
by  the  Secretary  are  at  a  level  less  than 
parity,  unless  the  Secretary  shall,  at  the  time 
such  imports  are  admitted,  remove  from  the 
domestic  market,  in  addition  to  other  price 
support  purchases  and  operations,  a  corres¬ 
ponding  quantity  of  dairy  products.  The 
cost  of  removing  such  dairy  products  from 
the  domestic  market  shall  be  separately  re¬ 
ported  and  shall  not  be  charged  to  any  agri¬ 
cultural  program. 

Sec.  6.  “Dairy  products”  for  the  purpose  of 
this  Act  includes  all  forms  of  milk  and  dairy 
products,  butterfat,  and  nonfat  milk  solids, 
and  any  combination  or  mixture  thereof,  and 
also  any  article,  compound,  or  mixture  con¬ 
taining  10  percent  or  more  of  butterfat,  non¬ 
fat  milk  solids,  or  any  combination  of  the 
two.  For  the  purpose  of  computing  quanti¬ 
ties  of  dairy  products  under  this  Act,  the 
•etaxy  may  make  such  computations,  in 
iole  or  in  part,  in  terms  of  the  butterfat 
ai?U  nonfat  milk  solids  contained  in  such 
dairy  products. 

Secv.  7.  The  Secretary  may  prescribe  such 
rules  and  regulations  as  he  deems  necessary 
for  the  affective  administration  of  this  Act. 

Sec.  8.  iVnport  controls  under  this  Act  shall 
supplemenKimport  controls  under  section  22 
of  the  Agricultural  Adjustment  Act  and  shall 
apply  to  dair\  products  not  actually  being 
controlled  at  th¥ytime  by  quantitative  limita¬ 
tions  under  said  section  22  and  also  to  dairy 
products  which  avdhe  time  are  being  con¬ 
trolled  by  such  qualitative  limitations  but 
at  levels  which  permit,  a  greater  quantity  of 
imports  than  prescribeckby  this  Act. 


THE  RIGHTS  AND  vUTIES  OF 
CITIZENSHI 

(Mr.  HECHLER  asked  anaWas  given 
permission  to  address  the  House  for  1 
minute,  and  to  revise  and  extencKflis  re¬ 
marks  and  include  an  address.) 

Mr.  HECHLER.  Mr.  Speaker,  ’ 
Honorable  Sidney  L.  Christie,  U.S. 

*  trict  Judge  for  the  Northern  and  Soutl 
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.  CONTE.  I  will  go  along  with  the 
committee  this  year,  but  will  not  go 
along  \vith  it  again.  If  one  university  is 
allowed\$40,000  for  its  wildlife  manage¬ 
ment  program,  then  every  State  univer¬ 
sity  shoulcNbe  allowed  the  same  amount 
of  money.  A^e  should  not  discriminate 
here.  You  caVmot  make  fish  of  one  and 
fowl  of  another.  You  rest  assured  I 
will  be  watching  ihis  item  next  year  and 
hope  that  the  committee  will  go  along 
with  full  funding  onthis  program. 

Mr.  WALKER  of  Bfew  Mexico.  Mr. 
Speaker,  will  the  gentleman  yield? 

*Mr.  DENTON.  I  yielch^to  the  gentle¬ 
man  from  New  Mexico. 

Mr.  WALKER  of  New  Mexico.  Mr. 
Speaker,  I,  too,  want  to  say  that  I  ap¬ 
preciate  the  sympathy  and  considera¬ 
tion  that  this  group  has  givenNto  the 
Tularosa  School  District,  and  I  Nvould 
hope  that  next  year  we  can  proceedNrtth 
this  project,  because  it  is  important,  not 
only  to  the  white  children,  but  to  this 
Indian  children,  that  we  give  this  school' 
help. 

Mr.  Speaker,  I  have  found  that  during 
the  short  time  I  have  been  here,  we  have 
spent  considerable  sums  of  money  and 
that  we  have  given  a  lot  of  attention  to 
the  world  insofar  as  education  is  con¬ 
cerned.  I  believe  it  is  only  proper  that 
we  take  care  of  some  of  our  own  people. 

I  thank  the  gentleman  from  Indiana 
very  much  for  yielding  to  me  this  time. 

Mr.  EDMONDSON.  Mr.  Speaker,  I 
want  to  commend  the  House  conferees 
for  the  action  taken  in  conference  to 
improve  the  funding  picture  for  Indian 
programs,  especially  those  in  Oklahoma 
which  had  been  severely  cut  in  the 
budget. 

The  conference  changes  are  a  sub¬ 
stantial  victory  for  the  Indian  extension 
and  housing  programs  in  Oklahoma,  and 
are  deeply  appreciated. 

The  $93,000  for  planning  of  a  new 
Public  Health  Service  hospital  at  Clare- 
more,  Okla.,  will  pave  the  way  to  con¬ 
struction  of  a  new  facility  which  is 
urgently  needed.  I  hope  there  will  be 
no  further  delay  in  construction  of  this 
new  hospital. 

The  undertaking  of  the  distinguished/ 
chairman  of  the  subcommittee,  tl 
Honorable  Winfield  Denton,  and  of  >fis 
'  great  subcommittee,  is  very  much  appre¬ 
ciated. 

Mr.  DENTON.  Mr.  Speaker, /  move 
the  previous  question. 

The  previous  question  was  oyfiered. 

The  SPEAKER.  The  question  is  on 
agreeing  to  the  conference  report. 

The  question  was  taken;  and  the 
Speaker  announced  tl>at  the  ayes  ap¬ 
peared  to  have  it. 

Mr.  GROSS.  Mi/Speaker,  I  object  to 
the  vote  on  the  ground  that  a  quorum  is 
not  present  and  /lake  the  point  of  order 
that  a  quorum  yr  not  present. 

The  SPEAKER.  Evidently  a  quorum 
Is  not  preser 

The  Dc/rkeeper  will  close  the  doors, 
the  Sergeant  at  Arms  will  notify  absent 
Membe^re,  and  the  Clerk  will  call  the  roll. 

question  was  taken;  and  there 
wei/ — yeas  378,  nays  10,  not  voting  43,  as 
follows; 


Abernethy 

Adair 

Adams 

Addabbo 

Albert 

Anderson,  III. 
Anderson, 
Tenn. 
Andrews, 
George  W. 
Andrews, 
Glenn. 
Andrews, 

N.  Dak. 
Annunzio 
Arends 
Ashbrook 
Ashley 
Ashmore 
AspinaU 
Ayres 
Bandstra 
Barrett 
Bates 
Battin 
Beckworth 
Belcher 
Bell 

Bennett 
kBerry 
Betts 
igham 
BlMnik 
Boland 
Boltoi 
Bow 
BrademJ 
Bray 
Brooks 
Broomfield 
Brown,  Calif. ' 
Brown,  Clar¬ 
ence  J.,  Jr. 
Broyhill,  N.C. 
Broyhill,  Va. 
Buchanan 
Burke 
Burleson 
Burton,  Calif. 
Burton,  Utah 
Byrne,  Pa. 
Byrnes,  Wis. 
Cabell 


[Roll  No.  105] 

YEAS — 378 

Duncan,  Oreg.  King,  N.Y. 
Duncan,  Tenn.  King,  Utah 
Dwyer  Klrwan 

Dyal  Kluczynski 

Edmondson  Kornegay 

Edwards,  Ala.  Kunkel 
Edwards,  Calif.  Kupferman 
Erlenborn  Landrum 

Evans,  Colo.  Langen 

Everett  Latta 

Evins,  Tenn.  Lennon 


Fallon 
Farbstein 
Farnsley 
Farnum 
Fascell 
Feighan 
Findley 
Fino 
Fisher 
Flood 
Flynt 
Foley 


Lipscomb 
Long,  La. 
Love 

McCarthy 

McClory 

McCulloch 

McDade 

McDowell 

McEwen 

McFall 

McGrath 

McMillan 


Ford,  Gerald  R.  McVicker 


Ford, 

William  D. 
Fountain 
Fraser 

Frelinghuysen 
Friedel 
Fulton,  Pa. 
Fulton,  Tenn. 
Fuqua 
Garmatz 
Gathings 
Gettys 
Giaimo 
Gibbons 
Gilbert 
Gilligan 
Gonzalez 
Irabowski 
ray 

Green,  Oreg. 
Grden,  Pa. 
Greig 
Gride? 

Griffitl 
Grover 
Gubser 
Gurns " 

Hagafe,  Calif.'' 
Haj€y 


Macdonald 
Machen 
Mackay 
Mackie 
Madden 
Mahon 
Mailliard 
Marsh 
Martin,  Ala. 
Martin,  Nebr./ 
Matsunaga 
Matthews 
May 
Meeds 
Miller , 

Mills/ 

MmiSh 
Mink 
Inshall 
ize 

Moeller 
Monagan 
Moore 
Moorhead 
Morgan 
Morris 
Morse 
Morton 
.Mosher 


Cahill 

Hftlleck 

Vulter 

Callan 

/alpern 

Murphy,  m. 

Callaway 

/Hamilton 

Mdrohy,  N.Y. 

Cameron  / 

Hanley 

Natoher 

Carey  / 

Hanna 

NedziY 

Casey  / 

Hansen,  Iowa 

NelsenX 

Cederberg 

Hansen,  Wash. 

O’Brien  \ 

Chamberlain 

Hardy 

O’Hara,  Rfv 

Chelf/ 

Harsha 

O’Hara,  Midh. 

Claiyfy 

Harvey,  Ind. 

O’Konski  \ 

Clai'k 

Harvey,  Mich. 

Olsen,  Mont. 

CJAusen, 

Hathaway 

Olson,  Minn. 

/Don  H. 

Hawkins 

O’Neal,  Ga. 

'Clawson,  Del 

Hays 

O’Neill,  Mass. 

Cleveland 

Hechler 

Ottinger 

Clevenger 

Helstoski 

Passman 

Cohelan 

Henderson 

Patman 

Conable 

Herlong 

Patten 

Conte 

Hicks 

Pelly 

Conyers 

Holifield 

Perkins 

Cooley 

Holland 

Philbin 

Craley 

Horton 

Pickle 

Cramer 

Howard 

Pike 

Culver 

Hull 

Pirnie 

Cunningham 

Hungate 

Poage 

Curtin 

Huot 

Poff 

Daddario 

Hutchinson 

Pool 

Dague 

Ichord 

Price 

Daniels 

Irwin 

Pucinski 

Davis,  Ga. 

Jacobs 

Purcell 

Dawson 

Jarman 

Quie 

de  la  Garza 

Jennings 

Quillen 

Delaney 

Joelson 

Race 

Dent 

Johnson,  Calif. 

Randall 

Denton 

Johnson,  Okla. 

Redlin 

Derwinski 

Johnson,  Pa. 

Rees 

Devine 

Jones,  Ala. 

Reid,  HI. 

Dickinson 

Jones,  Mo. 

Reid,  N.Y. 

Diggs 

Jones,  N.C. 

Reifel 

Dingell 

Karsten 

Reinecke 

Dole 

Karth 

Reuss 

Donohue 

Kastenmeier 

Rhodes,  Ariz. 

Dorn 

Kee 

Rhodes,  Pa. 

Dow 

Keith 

Rivers,  S.C. 

Dowdy 

Kelly 

Rivers,  Alaska 

Downing 

Keogh 

Roberts 

Dulski 

King,  Calif. 

Robison 

Rodino 
Rogers,  Colo. 
Rogers,  Fla. 
Rogers,  Tex. 
Ronan 
Rooney,  Pa. 
Rosenthal 
Rostenkowski 
Roudebush 
Roush 
Roybal 
Rumsfeld 
Ryan 
Satterfield 
St  Germain 
St.  Onge 
Saylor 
Scheuer 
Schisler 
Schmidhauser 
Schneebeli 
Schweiker 
Secrest 
Selden 
Senner 
Shipley 
Shriver 
Sickles, 

Sikes 


5ck 
tis 

3a vis,  Wis. 
Goodell 


Abbitt 
Baring 
’  Boggs 
Bolling 
Carter 
Celler 
Collier 
Colmer 
Corbett 
Corman 
P  Edwards,  LS. 
Ellsworth 
Fogarty 
Gallagher 
Hagan,  Ga. 


Sisk 
Skubitz 
Slack 

Smith,  Calif. 

Smith,  Iowa 
Smith,  N.Y. 

Smith,  Va. 

Springer 
Stafford 
Staggers 
Stalbaum 
Stanton 
Steed 
Stephens 
Stratton 
Stubblefield 
Sulliva; 

Sweeney 
Talc/t 
Taylor 

Teague,  Calif, 

’enzer 
'homas 

Thompson,  N.J.  Yates 
Thompson,  Tex.  Young 
Thomson,  Wis.  Younger 
Todd  Zablocki 

Trimble 
Tuck 

NAYS— 10 

Gross 
Hall 
Jonas 
Laird 

NOT  VOTING— 43 

Hansen,  Idaho  Powell 
Hebert  Resnick 

Hosmer 
Krebs 
Leggett 
Long,  Md. 

MacGregor 
Martin,  Mass. 

Mathias 


Tunney 
Tuten 

Udall  / 
Ullman  / 

Utt  / 

Van  Deerlin 
Vanik' 

Vigyfito 
Waggonner 
alker,  N.  Mex 
atkins 
Watson 
Watts 
Weltner 
Whalley 
White,  Idaho 
White,  Tex. 
Whitener 
Whitten 
Widnall 
Wolff 
Wright 
Wyatt 


>01/ 

/ 


Walker,  Miss. 
Wydler 


Michel 

Morrison 

Moss 

Murray 

Nix 

Pepper 


Roncalio 
Rooney,  N.Y. 
Scott 

Teague,  Tex. 

Toll 

Tupper 

Vivian 

Williams 

Willis 

Wilson,  Bob 
Wilson, 
Charles  H. 


So  the  conference  report  was  agreed 
to. 

The  Clerk  announced  the  following 
pairs :  ' 

Mr.  Rooney  of  New  York  with  Mr.  Corbett. 

Mr.  Boggs  with  Mr.  Martin  of  Massachu¬ 
setts. 

Mr.  Hebert  with  Mr.  Bob  Wilson. 

Mr.  Krebs  with  Mr.  Collier. 

Mr.  Fogarty  with  Mr.  Michel. 

Mr.  Morrison  with  Mr.  Carter. 

Mr.  Toll  with  Mr.  Ellsworth. 

Mr.  Teague  of  Texas  with  Mr.  Hansen  of 
Idaho. 

fr.  Charles  H.  Wilson  with  Mr.  Hosmer. 
Celler  with  Mr.  Mathias. 

Colmer  with  Mr.  Tupper. 

Mr. 'Williams  with  Mr,  MacGregor. 

Mr.  Carman  with  Mr.  Scott. 

Mr.  NijWith  Mr.  Baring. 

Mr.  Abbrtt  with  Mr.  Gallagher. 

Mr.  Resnick  with  Mr.  Willis. 

Mr.  Vivian  wdth  Mr.  Powell. 

Mr.  RoncalioVith  Mr.  Long  of  Maryland. 

Mr.  Leggett  with  Mr.  Edwards  of  Louisiana. 

Mr.  Hagan  of  Georgia  with  Mr.  Moss. 

Mr.  Pepper  with  Ml  Murray. 

The  result  of  the\pte  was  announced 
as  above  recorded. 

The  doors  were  opened 

A  motion  to  reconsider \as  laid  on  the 
table. 

The  SPEAKER  pro  teiftoore  (Mr. 
Albert)  .  The  Clerk  will  report  the 
amendment  in  disagreement. 

The  Clerk  read  as  follows: 

Senate  amendment  Numbered  5:  P^ee  7, 
line  2 :  “Provided  further.  That  not  to  exceed 
$918,000  shall  be  for  assistance  to  the 
rosa,  New  Mexico,  School  District  No.  4  for 
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construction  of  junior  high  and  high  school 
facilities,  and  to  the  Maddock,  North  Dakota, 
Public  School  District  No.  9  for  construction 
of  public  high  school." 

Mr\  DENTON.  Mr.  Speaker,  I  offer 
a  motion. 

The  Clerk  read  as  follows : 

Mr.  Denton  moves  that  the  House  recede 
from  its  disagreement  to  the  amendment  of 
the  Senate  Vumbered  5  and  concur  therein 
with  an  amendment,  as  follows:  In  lieu  of 
the  matter  proposed,  insert  the  following: 
“:  Provided  f wither,  That  not  to  exceed 
$468,000  shall  bevfor  assistance  to  the  Mad¬ 
dock,  North  Dakota,  Public  School  District 
No.  9  for  construction  of  a  public  high 
school”. 

The  motion  was  agreed  to. 

A  motion  to  reconsider  the  vote  by 
which  action  was  tak^n  on  the  motion 
was  laid  on  the  table. 


GENERAL  LEAVE  TOSEXTEND 

Mr.  DENTON.  Mr.  Speaker,  I  ask 
unanimous  consent  that  aEL  Members 
may  have  5  days  in  which  to\evise  and 
extend  their  remarks  on  the  conference 
report. 

The  SPEAKER  pro  tempore.  Is  there 
objection  to  the  request  of  the  gentleman 
from  Indiana? 

There  was  no  objection. 

(Mr.  DENTON  asked  and  was  givl 
permission  to  revise  and  extend  hi 
remarks.) 


PARTICIPATION  SALES  ACT  OP  1966 

Mr.  PATMAN.  Mr.  Speaker;  I  move 
that  the  House  resolve  itself  into  the 
Committee  of  the  Whole  House  on  the 
State  of  the  Union  for  the  further  con¬ 
sideration  of  the  bill  (H.R.  14544)  to 
promote  private  financing  of  credit  needs 
and  to  provide  for  an  efficient  and  order¬ 
ly  method  of  liquidating  financial  assets 
held  by  Federal  credit  agencies,  and  for 
other  purposes. 

The  SPEAKER  pro  tempore  (Mr. 
Albert)  .  The  question  is  on  the  motion 
offered  by  the  gentleman  from  Texas. 

The  motion  was  agreed  to. 

IN  THE  COMMITTEE  OF  THE  WHOLE 

Accordingly,  the  House  resolved  itself 
into  the  Committee  of  the  Whole  House 
on  the  State  of  the  Union  for  the  further 
consideration  of  the  bill  H.R.  14544,  with 
Mr.  Keogh  in  the  chair. 

The  Clerk  read  the  title  of  the  bill. 

The  CHAIRMAN.  When  the  Commit¬ 
tee  rose  on  yesterday,  the  Clerk  had  read 
through  section  1,  ending  on  line  4,  page 
1  of  the  bill. 

If  there  are  no  amendments  to  the 
section,  the  Clerk  will  read. 

The  Clerk  read  as  follows: 

Sec.  2.  (a)  Section  302(c)  of  the  Federal 
National  Mortgage  Association  Charter  Act 
is  amended — 

(1)  by  inserting  “(1)”  immediately  fol¬ 
lowing  “(c)”; 

(2)  by  inserting  after  “undertakings  and 
activities”  a  comma  and  “hereinafter  in  this 
subsection  called  ‘trusts’,”; 

(3)  by  striking  out  the  words  “offered  to 
it  by  the  Housing  and  Home  Finance  Agency 
or  its  Administrator,  or  by  such  Agency’s  con¬ 
stituent  units  or  agencies  or  the  heads  there¬ 
of,  or  any  first  mortgages  in  which  the  Unit¬ 
ed  States  or  any  agency”  in  the  first  sentence 
thereof  and  by  inserting  “and  other  types  of 


securities,  including  any  instrument  com¬ 
munity  known  as  a  security,  hereinafter  in 
this  subsection  called  ‘obligations,’  in  which 
the  United  States  or  any  executive  depart¬ 
ment,  agency,”; 

(4)  by  striking  out  the  third  sentence 
thereof  and  substituting  therefor  the  follow¬ 
ing:  “Participations  or  other  instruments  is¬ 
sued  by  the  Association  pursuant  to  this  sub¬ 
section  shall  to  the  same  extent  as  securities 
which  are  direct  obligations  of  or  obligations 
guaranteed  as  to  principal  or  interest  by  the 
United  States  be  deemed  to  be  exempt  se¬ 
curities  within  the  meaning  of  laws  admin¬ 
istered  by  the  Securities  and  Exchange  Com¬ 
mission.”;  and 

(5)  by  striking  out  the  fourth  sentence 
thereof. 

(b)  Section  302(c)  of  such  Act  is  further 
amended  by  adding  the  following: 

“(2)  Notwithstanding  any  other  provision 
of  law,  the  head  of  any  executive  depart¬ 
ment,  agency,  or  instrumentality  of  the 
United  States,  hereinafter  in  this  subsection 
called  the  ‘trustor’,  is  authorized  to  set  aside 
a  part  or  all  of  any  obligations  held  by  him 
and  subject  them  to  a  trust  or  trusts  and,  in¬ 
cident  thereto,  may  guarantee  to  the  trustee 
timely  payment  thereof.  The  trust  instru¬ 
ment  may  provide  for  the  issuance  and  sale 
of  beneficial  interests  or  participations,  by 
the  trustee,  in  such  obligations  or  in  the 
right  to  receive  interest  and  principal  col¬ 
lections  therefrom;  and  may  provide  for  the 
substitution  or  withdrawal  of  such  obliga¬ 
tions,  or  for  the  substitution  of  cash  for  ob¬ 
ligations.  The  trust  or  trusts  shall  be  exempt 
from  all  taxation.  The  trust  instrument  may 
also  contain  other  appropriate  provisions  in 
keeping  with  the  purposes  of  thus  subsec¬ 
tion.  Notwithstanding  any  other  provision 
of  law,  the  Association  may  be  named  and 
may  act  as  trustee  of  any  such  trusts  and, 
for  the  purposes  thereof,  the  title  to  such  ob¬ 
ligations  shall  be  deemed  to  have  passed  to 
the  Association  in  trust:  Provided,  That  the 
trust  instrument  shall  provide  that  custody, 
control,  and  administration  of  the  obliga¬ 
tions  shall  remain  in  the  trustor  subjecting 
the  obligations  to  the  trust,  subject  to  trans¬ 
fer  to  the  trustee  in  event  of  default  or  prob¬ 
able  default,  as  determined  by  the  trustee, 
in  the  payment  of  principal  and  interest  of 
the  beneficial  interests  or  participations. 
Collections  from  obligations  subject  to  the 
trust  shall  be  dealt  with  as  provided  in  the 
instrument  creating  the  trust.  The  trust  in¬ 
strument  shall  provide  that  the  trustee  will 
promply  pay  to  the  trustor  the  full  net  pro¬ 
ceeds  of  any  sale  of  beneficial  interests  or 
participations  to  the  extent  they  are  based 
upon  such  obligations  or  collections.  Such 
proceeds  shall  be  dealt  with  as  otherwise 
provided  by  law  for  sales  or  repayment  of 
such  obligations.  The  effect  of  both  past 
and  future  sales  of  any  issue  of  beneficial  in¬ 
terests  or  participations  shall  be  the  same, 
to  the  extent  of  the  principal  of  such  issue, 
as  the  direct  sale  of  the  obligations  subject 
to  the  trust.  Any  trustor  creating  a  trust  or 
trusts  hereunder  is  authorized  to  purchase, 
through  the  facilities  of  the  trustee,  out¬ 
standing  beneficial  interests  or  participa¬ 
tions  to  the  extent  of  the  amount  of  his  re¬ 
sponsibility  to  the  trustee  on  beneficial  in¬ 
terests  or  participations  outstanding,  and 
to  pay  his  proper  share  of  the  costs  and  ex¬ 
penses  incurred  by  the  Federal  National 
Mortgage  Association  as  trustee  pursuant  to 
the  trust  instrument,  and  for  these  purposes 
may  use  any  appropriated  funds  or  other 
amounts  available  to  him  for  the  general 
purposes  or  programs  to  which  the  obliga¬ 
tions  subjected  to  the  trust  are  related. 

“(3)  If  any  trustor  shall  guarantee  to  the 
trustee  the  timely  payment  of  obligations 
he  subjects  to  a  trust  pursuant  to  this  sub¬ 
section,  and  it  becomes  necessary  for  such 
trustor  to  meet  his  responsibilities  under 
such  guaranty,  he  is  authorized  to  fulfill 
such  guaranty  by  using  any  appropriated 


funds  or  other  amounts  available  to  him  for 
the  general  purposes  or  programs  to  which 
the  obligations  subjected  to  the  trust  are  re¬ 
lated. 

“(4)  The  Association,  as  trustee,  is  author¬ 
ized  to  issue  and  sell  beneficial  interests  or 
participations  under  this  subsection,  not¬ 
withstanding  that  aggregate  receipts  from 
obligations  subject  to  the  related  trust  are 
or  may  become  insufficent  in  amount  to  pro¬ 
vide  for  the  payment  by  the  trustee  (on  a 
timely  basis  out  of  current  receipts  or  other¬ 
wise)  of  all  interest  or  principal  on  such  in¬ 
terests  or  participations  (after  provision  for 
all  costs  and  expenses  incurred  by  the  trustee, 
fairly  prorated  among  trustors) :  Provided, 
That  no  such  beneficial  interests  or  partici¬ 
pations  shall  be  issued  in  relation  to  any  ob¬ 
ligations  unless  the  trustee  .determines  there 
is  a  reasonable  probability  there  will  not  be 
an  insufficiency  as  aforesaid,  or  unless  the 
amounts  issued  are  within  aggregate  princi¬ 
pal  amounts  authorized  in  advance  in  ap¬ 
propriation  Acts,  and  it  shall  be  in  order 
to  include  provisions  authorizing  such  is¬ 
suance  in  an  appropriation  Act.  When¬ 
ever  such  an  aggregate  principal  amount 
is  so  authorized,  there  shall  be  established 
on  the  books  of  the  Treasury  as  indefinite 
appropriations  such  sums  as  may  be  neces¬ 
sary  from  time  to  time  to  enable  the  trustor 
to  pay  the  trustee  such  insufficiency  as  the 
trustee  may  require  on  account  of  outstand¬ 
ing  beneficial  interests  are  participations, 
and  such  trustor  shall  make  timely  pay¬ 
ments  to  the  trustee  from  such  appropria¬ 
tions,  subject  to  and  in  accord  with  the  trust 
instrument.” 

.Mr.  PATMAN  (during  reading  the 
bill) .  Mr.  Chairman,  I  ask  unanimous 
consent  that  further  reading  of  this  sec¬ 
tion,  down  to  page  7,  line  7,  be  dispensed 
with,  with  the  understanding  that  it  will 
be  subject  to  amendment  at  any  point 
and  also  subject  to  any  points  of  order. 

The  CHAIRMAN.  Is  there  objection 
to  the  request  of  the  gentleman  from 
Texas? 

Mr.  JONAS.  Mr.  Chairman,  reserving 
the  right  to  object,  and  I  shall  not  object, 
because  the  gentleman  from  Texas  [Mr. 
Patman]  made  the  proposition  that 
points  of  order  would  be  reserved. 

Mr.  Chairman,  I  have  several  points 
of  order.  I  would  like  to  have  it  under¬ 
stood  that  I  shall  have  an  opportunity 
to  present  these  points  of  order  at  the 
appropriate  time,  which  should  be  right 
now,  or  as  soon  as  this  unanimous-con¬ 
sent  request  is  put,  I  would  assume,  be¬ 
cause  of  the  points  of  order  apply  to  that 
part  of  the  bill  which  the  gentleman 
under  his  unanimous-consent  request 
would  dispense  with  reading. 

The  CHAIRMAN.  The  Chair  will  state 
to  the  gentleman  from  North  Carolina 
that  if  the  request  of  the  gentleman 
fiom  Texas  is  granted,  it  will  be  in  order 
for  the  gentleman  to  offer  any  points  of 
order. 

Is  there  objection  to  the  request  of  the 
gentleman  from  Texas? 

There  was  no  objection. 

Mr.  JONAS.  Mr.  Chairman,  a  point 
of  order. 

The  CHAIRMAN.  The  gentleman  will 
state  the  point  of  order. 

Mr.  JONAS.  Mr.  Chairman,  I  make  a 
point  of  order  against  the  language  ap¬ 
pearing  on  page  4,  line  22,  beginning 
with  the  word  “and”,  which  language  is 
as  follows:  “and  for  these  purposes  may 
use  any  appropriated  funds  or  other 
amounts  available  to  him  for  the  general 
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purposes  or  programs  to  which  the  obli¬ 
gations  subjected  to  the  trust  are  re¬ 
lated.” 

Mr.  Chairman,  I  make  the  point  of 
order  against  this  language  in  the  bill 
on  the  ground  that  it  violates  clause  4, 
rule  XXI,  of  the  rules  of  the  House  of 
Representatives,  which  requires  that  bills 
making  appropriations  may  not  originate 
in  committees  other  than  the  Committee 
on  Appropriations. 

The  CHAIRMAN.  Does  the  gentle¬ 
man  from  Texas  desire  to  be  heard  on 
the  point  of  order? 

Mr.  PATMAN.  Mr.  Chairman,  we 
concede  the  point  of  order. 

The  CHAIRMAN.  The  Chair  sustains 
the  point  of  order. 

Mr.  JONAS.  Mr.  Chairman,  I  make 
a  point  of  order  against  the  language 
appearing  on  page  5,  line  5,  beginning 
with  the  word  “he”  and  continuing 
through  lines  5,  6,  7,  and  8  to  the  word 
"related,”  which  language  is  as  follows: 
“he  is  authorized  to  fulfill  such  guaranty 
by  using  any  appropriated  funds  or  other 
amounts  available  to  him  for  the  gen¬ 
eral  purposes  or  programs  to  which  the 
obligations  subjected  to  the  trust  are 
related.” 

Mr.  Chairman,  I  make  the  point  of 
order  against  this  language  on  the 
ground  that  it  violates  clause  4,  rule 
XXI  of  the  House  of  Representatives. 

Mr.  PATMAN.  Mr.  Chairman,  I 
wonder  if  the  gentleman  from  North 
Carolina  has  added  some  language  which 
he  does  not  really  intend  to  include  in  his 
point  of  order?  As  I  understand,  the 
gentleman  intended  to  make  a  point  of 
order  against  the  language  on  page  5, 
line  5,  starting  with  the  word  “by”  down 
to  and  including  the  word  “related”  on 
line  8.  In  other  words,  as  I  understand 
the  gentleman  intends  to  make  a  point 
of  order  against  the  language  reading  as 
follows:  “by  using  any  appropriated 
funds  or  other  amounts  available  to  him 
for  the  general  purposes  or  programs  to 
which  the  obligations  subjected  to  the 
trust  are  rfelated.” 

Mr.  JONAS.  Mr.  Chairman,  the  gen¬ 
tleman  from  Texas  is  correct  and  it  was 
my  purpose  to  have  the  point  of  order 
lie  against  the  language  on  page  5,  line 
5,  beginning  with  the  word  “by”  down  to 
and  including  the  word  “related”  on 
line  8. 

As  I  said,  Mr.  Chairman,  I  make  the 
point  of  order  against  this  language  on 
the  ground  that  it  violates  clause  4,  rule 
XXI,  of  the  House  of  Representatives. 

Mr.  PATMAN.  Mr.  Chairman,  I  con¬ 
cede  the  p  oint  of  order. 

The  CHAIRMAN.  The  Chair  sustains 
the  point  of  order. 

Mr.  PATMAN.  Mr.  Chairman,  I  ask 
unanimous  consent  on  page  4,  line  22,  to 
strike  out  the  comma  after  the  word  “in¬ 
strument”  and  insert  a  period,  and  on 
page  5,  line  5,  after  the  word  “guaranty” 
to  insert  a  period,  in  order  that  the  bill 
read  correctly. 

The  CHAIRMAN.  Without  objection, 
it  is  so  ordered. 

There  was  no  objection. 

The  CHAIRMAN.  The  Clerk  will  re¬ 
port  the  first  committee  amendment. 

The  Clerk  read  as  follows: 


Committee  amendment:  On  page  3,  line  3 
strike  out  “Notwithstanding  any  other  pro¬ 
vision  of  law,”  and  Insert:  “Subject  to  the 
limitations  provided  In  paragraph  (4)  of  this 
subsection,” 

The  committee  amendment  was  agreed 
to. 

Mr.  JONAS.  Mr.  Chairman,  a  parlia¬ 
mentary  inquiry. 

The  CHAIRMAN.  The  gentleman  will 
state  the  parliamentary  inquiry. 

Mr.  JONAS.  Mr.  Chairman,  I  have  a 
point  of  order  against  the  language  to 
be  amended  by  the  committee  amend¬ 
ment.  I  would  not  insist  on  the  point  of 
order  if  I  knew  the  committee  amend¬ 
ment  would  be  adopted. 

Should  the  committee  amendment  be 
rejected,  I  inquire  of  the  Chair  if  I  then 
might  be  able  to  lodge  my  point  of  order 
against  the  language  stricken  by  the 
amendment. 

The  CHAIRMAN.  The  Chair  will 
state  to  the  gentleman  from  North  Caro¬ 
lina  that  the  Chair  will  undertake  to  pro¬ 
tect  the  gentleman’s  right  to  raise  points 
of  order  under  clause  4  of  rule  XXI  at 
any  time  during  the  consideration  of  this 
section  of  the  bill  whether  the  committee 
amendments  are  adopted  or  rejected. 

The  Clerk  will  report  the  next  commit¬ 
tee  amendment. 

The  Clerk  read  as  follows : 

On  page  3,  line  9,  strike  the  word  “may” 
and  insert  “shall”. 

The  committee  amendment  was  agreed 
to. 

The  CHAIRMAN.  The  Clerk  will  re¬ 
port  the  next  committee  amendment. 

The  Clerk  read  as  follows: 

On  page  3,  line  18,  strike  the  words  “Not¬ 
withstanding  any  other  provision  of  law, 
the”  and  insert  “The”. 

The  committee  amendment  was 
agreed  to. 

The  CHAIRMAN.  The  Clerk  will  re¬ 
port  the  next  committee  amendment. 

The  Clerk  read  as  follows: 

On  page  3,  line  22,  after  the  word  “trust” 
strike  the  colon  and  the  words  “ Provided , 
That  the”  and  insert  a  period  and  the  word 
“The”. 

The  committee  amendment  was  agreed 
to. 

The  CHAIRMAN.  The  Clerk  will  re¬ 
port  the  next  committee  amendment. 

The  Clerk  read  as  follows : 

On  page  5,  line  1,  strike  out  “If”  and 
insert  “When”. 

The  committee  amendment  was 
agreed  to. 

The  CHAIRMAN.  The  Clerk  will  re¬ 
port  the  next  committee  amendment. 

The  Clerk  read  as  follows: 

On  page  5,  line  1,  strike  out  “shall  guar¬ 
antee”  and  insert  “guarantees”. 

The  committee  amendment  was  agreed 
to. 

The  CHAIRMAN.  The  Clerk  will  re¬ 
port  the  next  committee  amendment. 

The  Clerk  read  as  follows: 

On  page  5,  line  9,  strike  out  section  (4) 
and  insert: 

“(4)  Beneficial  interests  or  participations 
shall  not  be  issued  for  the  account  of  any 
trustor  in  an  aggregate  principal  amount 
greater  than  is  authorized  with  respect  to 
such  trustor  in  an  appropriation  Act.  Any 


such  authorization  shall  remain  available 
until  used. 

“(5)  The  Association,  as  trustee,  is  au¬ 
thorized  to  issue  and  sell  beneficial  interests 
or  participations  under  this  subsection,  not¬ 
withstanding  that  there  may  be  an  insuffi¬ 
ciency  in  aggregate  receipts  from  obligations 
subject  to  the  related  trust  to  provide  for  the 
payment  by  the  trustee  (on  a  timely  basis 
out  of  current  receipts  or  otherwise)  of  all 
interest  or  principal  on  such  interests  or 
participations  (after  provision  for  all  costs 
and  expenses  incurred  by  the  trustee,  fairly 
prorated  among  trustors) .  Whenever  the 
issuance  of  an  aggregate  principal  amount 
is  authorized  pursuant  to  paragraph  (4)  of 
this  subsection,  such  an  authorization  in  an 
appropriation  act  shall  establish  on  the 
books  of  the  Treasury  as  appropriations  such 
sums  as  may  be  necessary  from  time  to  time 
to  enable  the  trustor  to  pay  the  trustee  such 
insufficiency  as  the  trustee  may  require  on 
account  of  outstanding  beneficial  interests 
or  participations.  Such  trustor  shall  make 
timely  payments  to  the  trustee  from  such  ap¬ 
propriations,  subject  to  and  in  accord  with 
the  trust  instrument.” 

Mr.  JONAS.  Mr.  Chairman,  a  point  of 
order. 

The  CHAIRMAN.  The  gentleman 
from  North  Carolina  will  state  the  point 
of  order. 

Mr.  JONAS.  Mr.  Chairman,  I  make 
a  point  of  order  against  the  language  on 
page  6  beginning  with  the  word  “When¬ 
ever”  on  line  22  and  running  down 
through  the  remainder  of  page  6  to  and 
including  the  word  “instrument”  on  page 
7,  line  6.  The  point  of  order  is  based 
upon  my  contention  that  this  language 
violates  the  provisions  of  clause  4  of  rule 
XXI  of  the  House  of  Representatives. 

The  CHAIRMAN.  Does  the  gentle¬ 
man  from  Texas  desire  to  be  heard  on 
the  point  of  order? 

Mr.  PATMAN.  Yes.  I  have  a  substi¬ 
tute  amendment,  and  I  hope  it  will  be 
acceptable. 

The  CHAIRMAN.  The  Chair  will 
state  to  the  gentleman  from  Texas  that 
we  are  under  the  obligation  of  disposing 
of  the  point  of  order. 

Mr.  JONAS.  Mr.  Chairman,  will  the 
gentleman  from  Texas  yield? 

Mr.  PATMAN.  I  yield. 

Mr.  JONAS.  Does  the  gentleman  have 
an  amendment  to  offer? 

Mr.  PATMAN.  Yes,  I  wish  to  propose 
an  amendment. 

Mr.  JONAS.  With  the  permission  of 
the  Chair,  I  would  like  to  discuss  the 
amendment  with  the  gentleman  from 
Texas.  I  would  first  inquire  who  has  the 
floor. 

The  CHAIRMAN.  There  is  pending 
the  point  of  order  raised  by  the  gentle¬ 
man  from  North  Carolina.  The  Chair 
has  invited  the  gentleman  from  Texas 
to  be  heard  on  the  point  of  order.  The 
Chair  will  inquire  as  to  whether  the 
gentleman  from  North  Carolina  will  re¬ 
serve  his  point  of  order  so  that  the  sub¬ 
stitute  language  can  be  offered  by  the 
gentleman  from  Texas. 

Mr.  JONAS.  Mr.  Chairman,  I  reserve 
the  point  of  order  to  permit  the  gentle¬ 
man  from  Texas  to  discuss  the  question. 
But  I  would  like  to  discuss  it  then  myself. 

AMENDMENT  OFFERED  BY  MR.  PATMAN 

Mr.  PATMAN.  Mi\  Chairman,  I  offer 
an  amendment. 

The  Clerk  read  as  follows: 
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Amendment  offered  by  Mr.  Patman  to  the 
committee  amendment:  Page  6,  line  22, 
strike  the  sentence  beginning  on  line  22 
“Whenever  the  issuance  of”  through  and 
including  page  7,  line  4  “beneficial  interests 
or  participations.”  and  insert  the  following: 
“There  are  authorized  to  be  appropriated 
without  fiscal  year  limitation  such  sums  as 
may  be  necessary  to  enable  any  trustor  to 
pay  the  trustee  such  insufficiency  as  the 
trustee  may  require  on  account  of  out¬ 
standing  beneficial  interests  or  participations 
authorized  to  be  issued  pursuant  to  para¬ 
graph  (4)  of  this  subsection.” 

The  CHAIRMAN.  The  gentleman 
from  Texas  is  recognized  for  5  minutes  in 
support  of  his  amendment. 

Mr.  PATMAN.  Mr.  Chairman,  as  I 
understand  the  point  of  order  that  the 
gentleman  is  making,  he  is  making  it  be¬ 
cause  he  is  assuming  that  this  is  an 
appropriation.  That  is  not  intended  at 
all.  This  is  intended  as  an  authorization 
only.  That  is  the  reason  we  cannot  con¬ 
cede  the  point  of  order. 

Under  the  circumstances,  I  hope  the 
gentleman  will  agree  to  accept  this 
amendment,  which  has  been  offered, 
which  I  think  makes  it  very  plain,  and 
not  insist  upon  his  point  of  order. 

Mr.  JONAS.  Mr.  Chairman,  will  the 
gentleman  yield? 

Mr.  PATMAN.  I  yield  to  the  gentle¬ 
man  from  North  Carolina. 

Mr.  JONAS.  Mr.  Chairman,  in  the 
colloquy  yesterday  on  the  floor  I  did 
make  that  point,  that  this  language  to 
which  I  object  would  turn  the  Appropria¬ 
tions  Committee  into  an  authorizing 
committee,  and  would  permit  the  Com¬ 
mittee  on  Banking  and  Currency,  and 
the  trust  instrument  created  by  this  lan¬ 
guage,  to  do  the  appropriating. 

I  stated  then  that  I  objected  because  of 
that  language:  I  appreciate  the  effort 
on  the  part  of  the  gentleman  from  Texas, 
the  distinguished  chairman  of  the  Bank¬ 
ing  and  Currency  Committee,  to  meet  the 
objections  raised  in  the  colloquies  yester¬ 
day. 

So  far  as  that  particular  point  is  con¬ 
cerned,  I  am  satisfied.  However,  I 
would  ask  the  gentleman  from  Texas  why 
he  did  not  include  the  language  begin¬ 
ning  with  the  word  “such”  on  line  4  on 
page  7,  and  running  through  the  word 
“instrument,”  because  that  goes  to  the 
heart  of  one  of  the  objections.  It  seems 
to  me  it  gives  the  trust  instrument,  pre¬ 
pared  by  somebody  outside  the  Congress, 
too  much  authority  over  what  shall 
transpire.  This  is  in  derogation  of  the 
rights  of  the  Appropriations  Committee, 
as  well  as  the  House  of  Representatives. 

I  would  ask  the  gentleman  if  he  would 
not  include  the  striking  of  that  language? 

Mr.  PATMAN.  I  do  not  think  we  need 
to  srike  those  lines  to  carry  out  the  gen¬ 
tleman’s  intention,  the  way  we  under¬ 
stand  it.  Of  course,  we  are  trying  to 
oblige  the  gentleman  as  much  as  possible. 

We  wish  to  leave  that  language: 

Sucb  trustor  shall  make  timely  payments 
to  the  trustee  from  such  appropriations,  sub¬ 
ject  to  and  In  accord  with  the  trust  instru¬ 
ment. 

In  other  words,  that  will  go  imme¬ 
diately  after  the  amendment,  if  the 
amendment  is  adopted. 

Mr.  JONAS.  I  understand.  But  to 
what  appropriations  is  reference  made 
here  on  line  5? 


Mr.  PATMAN.  To  appropriations 
that  are  made  by  the  Appropriations 
Committee. 

Mr.  JONAS.  By  the  amendment  that 
was  offered? 

Mr.  PATMAN.  Yes,  sir. 

Mr.  JONAS.  That  takes  care  of  that 
point. 

Mr.  GERALD  R.  FORD.  Mr.  Chair¬ 
man,  will  the  gentleman  yield  for  a  ques¬ 
tion? 

Mr.  PATMAN.  Yes,  sir;  I  yield  to  the 
gentleman  from  Michigan. 

Mr.  GERALD  R.  FORD.  Mr.  Chair¬ 
man,  I  believe  the  point  of  order  made 
by  the  gentleman  from  North  Carolina  is 
a  valid  one,  and  sustainable.  On  the 
other  hand,  I  think  the  amendment 
offered  by  the  gentleman  from  Texas  is 
helpful  in  clarifying  the  position  that 
was  made  yesterday  by  the  gentleman 
from  North  Carolina  and  others  on  the 
floor. 

Let  me  ask  the  distinguished  chairman 
of  the  Committee  on  Banking  and  Cur¬ 
rency  this  question:  Will  he  assure  the 
Committee  and  the  House  that  when  this 
bill,  with  these  amendments,  and  par¬ 
ticularly  this  amendment,  goes  to  con¬ 
ference,  he  will  stand  forthrightly  against 
any  abdication  of  this  amendment  which 
he  is  offering  at  this  time? 

Mr.  PATMAN.  We  will  stand  for  the 
House  bill  as  passed,  which,  of  course, 
I  believe  the  gentleman  wants  us  to  do. 

Mr.  GERALD  R.  FORD.  You  will  give 
us  here  today  your  personal  assurance 
that  you  will  fight  at  the  conference  and 
on  the  floor  against  any  change  in  this 
amendment  language  which  you  are  of¬ 
fering  at  this  point? 

Mr.  PATMAN.  Of  course,  if  the  con¬ 
ferees  should  overrule  me,  I  could  not 
help  that,  but  I  will  certainly  fight  in 
the  conference  for  the  position  main¬ 
tained  by  the  gentleman  from  North 
Carolina,  and  by  the  distinguished  mi¬ 
nority  leader,  and  the  House  in  its  action 
on  this  bill. 

Mr.  GERALD  R.  FORD.  May  I  ask 
the  distinguished  gentleman  this  ques¬ 
tion:  Would  the  gentleman  refuse  to 
sign  the  conference  report  if  this  lan¬ 
guage,  which  he  is  offering  at  this  point, 
is  not  included? 

Mr.  PATMAN.  I  think  the  gentleman 
is  asking  too  much,  because  there  would 
not  be  a  free  conference  that  way.  A 
conference  is  supposed  to  be  a  free  con¬ 
ference.  Otherwise,  the  conferees 
cannot  work  out  the  differences  between 
the  House  and  the  Senate.  We  cannot 
go  that  far  and  have  a  free  conference, 
I  respectfully  submit  to  the  gentleman. 

If  there  are  instructions  from  the 
House,  which  can  be  made  at  the  proper 
time,  of  course  the  House  conferees 
would  be  required  to  respect  that  man¬ 
date  from  the  House  of  Representatives. 

Mr.  GERALD  R.  FORD.  The  gentle¬ 
man  from  Texas  is  offering  this  amend¬ 
ment,  and  it  is  sponsored  by  him. 

Mr.  PATMAN.  Yes,  sir. 

Mr.  GERALD  R.  FORD.  We  assume 
that  the  Committee  of  the  Whole  today 
will  follow  the  gentleman’s  leadership 
on  this  point.  The  gentleman  has  told 
us  that  in  the  conference  he  will  fight  to 
maintain  this  particular  provision.  Is 
that  correct? 
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Mr.  PATMAN.  Yes,  sir;  that  is  cor¬ 
rect. 

Mr.  JONAS.  Mr.  Chairman,  will  the 
gentleman  from  Texas  yield? 

Mr.  PATMAN.  I  yield  to  the  gentle¬ 
man  from  North  Carolina. 

Mr.  JONAS.  I  believe  it  would  help  the 
conferees,  if  the  amendment  is  adopted 
in  the  Committee  of  the  Whole  today — 
and  I  shall  vote  for  it — to  have  a  separate 
vote  on  this  amendment  in  the  House. 
Would  that  not  strengthen  the  hands  of 
the  House  conferees? 

Mr.  PATMAN.  We  do  not  need  to  have 
our  hands  strengthened.  We  are  for  it, 
too,  as  the  gentleman  is.  We  will  do 
everything  in  our  power. 

Mr.  JONAS.  Mr.  Chairman,  a  parlia¬ 
mentary  inquiry. 

The  CHAIRMAN.  The  gentleman  will 
state  his  parliamentary  inquiry. 

Mr.  JONAS.  In  case  the  bill  agreed  on 
in  the  conference  should  delete  this 
amending  language,  and  the  bill  which 
came  back  to  the  House  contained  the 
objectionable  language,  against  which 
the  point  of  order  was  lodged,  could  a 
point  of  order  be  made  against  the  con¬ 
ference  report  to  strike  that  language? 

The  CHAIRMAN.  The  present  occu¬ 
pant  of  the  chair  would  not  assume  to 
undertake  to  suggest  what  would  be  done 
by  the  Speaker  in  that  event. 

Mr.  JONAS.  That  would  be  a  matter 
for  the  Speaker  to  decide. 

The  CHAIRMAN.  The  gentleman  is 
correct. 

Mr.  JONAS.  I  recognize  that  the 
Chairman  of  the  Committee  of  the  Whole 
cannot  pass  on  it,  but  it  does  not  hurt  to 
try  to  get  a  ruling. 

Mr.  PATMAN.  Mr.  Chairman,  this 
will  clarify  what  we-had  in  mind  all  the 
time.  We  are  not  against  the  gentle¬ 
man’s  suggestion;  we  are  for  it.  We  will 
do  everything  in  our  power  to  maintain 
that  position.  The  amendment  is  offered 
in  good  faith. 

Mr.  WIDNALL.  Mr.  Chairman,  I 
move  to  strike  the  last  word. 

As  I  understand  the  situation  now,  if 
we  go  to  conference  with  this  amend¬ 
ment  included,  we  are  going  to  stay  with 
this  amendment  right  through  the  con- 

fprpnrp 

Mr.  PATMAN.  Yes. 

Mr.  WIDNALL.  I  just  want  to  be  sure 
about  this,  because  the  gentleman  has 
just  stated  that  this  is  what  we  intended 
all  the  time,  yet  before  the  Rules  Com¬ 
mittee  there  was  a  request  to  waive 
points  of  order.  This  matter  could  not 
have  been  brought  up  except  for  what 
the  Rules  Committee  did,  and  the  bill 
would  have  remained  exactly  as  written. 

Mr.  PATMAN.  Mr.  Chairman,  will 
the  gentleman  yield? 

Mi-.  WIDNALL.  I  yield  to  the  gentle¬ 
man  from  Texas. 

Mr.  PATMAN.  There  is  a  difference 
in  interpretation.  We  never  did  intend 
this  as  an  appropriation;  not  at  all.  It 
is  an  authorization. 

It  depends  upon  the  interpretation  one 
places  on  it.  The  gentleman  from 
North  Carolina  placed  the  interpreta¬ 
tion  that  it  was  an  appropriation.  We 
placed  the  interpretation  that  it  was  only 
an  authorization. 

Mr.  WIDNALL.  But  the  gentleman 
now  recognizes  the  fact  that  there  is 
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complete  confusion  about  it,  at  least  in 
the  minds  of  a  great  many  Members  of 
Congress,  and  is  doing  this  to  tell  every¬ 
one  exactly  what  is  meant  by  this — the 
fact  that  this  is  not  trying  to  go  around 
the  appropriations  process. 

Mr.  PATMAN.  Mr.  Chairman,  will 
the  gentleman  yield? 

Mr.  WIDNALL.  I  yield  to  the  gentle¬ 
man  from  Texas. 

Mr.  PATMAN.  The  fact  is  that  there 
was  an  interpretation  by  responsible 
Members  of  this  House — and  they  are  all 
responsible — to  the  effect  that  it  was  an 
appropriation.  In  order  to  clarify  that 
and  to  make  doubly  sure  that  it  will 
always  be  considered  only  an  authoriza¬ 
tion,  this  is  to  be  approved.  It  is  for 
that  reason.  It  is  a  clarification. 

Mr.  WIDNALL.  Mr.  Chairman,  I  yield 
back  the  remainder  of  my  time. 

The  CHAIRMAN.  The  question  is  on 
the  amendment  offered  by  the  gentleman 
from  Texas  [Mr.  Patman]  to  the  com¬ 
mittee  amendment. 

The  amendment  to  the  committee 
amendment  was  agreed  to. 

The  CHAIRMAN.  Are  there  further 
amendments  to  be  offered  to  the  com¬ 
mittee  amendment?  If  not,  the  question 
is  on  the  committee  amendment,  as 
amended. 

The  committee  amendment,  as 
amended,  was  agreed  to. 

AMENDMENT  OFFERED  BY  MB.  PATMAN 

Mr.  PATMAN.  Mr.  Chairman,  I  offer 
an  amendment. 

The  Clerk  read  as  follows: 

Amendment  offered  by  Mr.  Patman:  Page  3 ,1 
strike  lines  3  through  6  and  insert: 

“(2)  Subject  to  the  limitations  provided 
in  paragraph  (4)  of  this  subsection,  one  or 
more  trusts  may  be  established  as  provided 
in  this  subsection  by  each  of  the  following 
departments  or  agencies: 

“(A)  The  Farmers  Home  Administration 
of  the  Department  of  Agriculture. 

“(B)  The  Office  of  Education  of  the  De¬ 
partment  of  Health,  Education,  and  Welfare, 
but  only  with  respect  to  loans  for  construc¬ 
tion  of  academic  facilities. 

“(C)  The  Department  of  Housing  and 
Urban  Development,  except  that  such  author¬ 
ity  may  not  be  used  with  respect  to  second¬ 
ary  market  operations  of  the  Federal  Na-i 
tional  Mortgage  Association.  I 

“(D)  The  Veterans’  Administration. 

“(E)  The  Export-Import  Bank. 

“(F)  The  Small  Business  Administration. 
The  head  of  each  such  department  or  agency, 
hereinafter  in  this 

Mr.  PATMAN.  In  substance,  this 
amendment  specifically  names  the  de¬ 
partments  and  agencies  that  would  be 
affected  by  the  Participation  Sales  Act 
of  1966.  While  the  bill  as  originally 
introduced  would  have  potentially  per¬ 
mitted  by  its  language  the  sale  of  bene¬ 
ficial  interests  or  participation  certifi¬ 
cates  in  Government  obligations  totaling 
$33  billion,  it  was  never  contemplated 
that  such  sales  would,  in  fact,  take  place. 
However,  the  bill  was  criticized  on  the 
grounds  that  the  plain  language  of  the 
bill  would  permit  sales  in  that  gross 
amount.  Accordingly,  the  amendment 
being  offered  provides  for  an  express 
limitation  on  the  agencies  to  be  affected. 

Those  departments  or  agencies  are: 

First,  the  Farmers  Home  Administra¬ 
tion  of  the  Department  of  Agriculture; 


Second,  loans  for  construction  of  aca¬ 
demic  facilities  from  the  Office  of  Educa¬ 
tion  of  HEW; 

Third,  Department  of  Housing  and 
Urban  Development; 

Fourth,  the  Veterans’  Administration; 

Fifth,  the  Export- Import  Bank;  and 

Sixth,  the  Small  Business  Administra¬ 
tion. 

It  is  estimated  that  the  outstanding 
loans  and  other  financial  assets  owned 
by  the  named  Federal  agencies  and  de¬ 
partments  for  which  participation  sales 
would  be  authorized  under  the  proposed 
amendment  total  $10.9  billion.  How¬ 
ever,  I  hasten  to  assure  the  House  that 
it  is  not  expected  that  the  total  amount 
of  these  loans  will  end  up  in  participa¬ 
tion  pools  in  fiscal  year  1967.  In  fact, 
it  is  expected  that  only  $2.85  billion  of 
additional  participation  certificates  will 
be  sold  in  fiscal  1967  under  the  provi¬ 
sions  of  the  proposed  amendment.  These 
facts  are  unequivocally  set  forth  on  page 
426  of  the  fiscal  1967  budget.  It  should 
be  noted  that  under  existing  authority, 
sales  of  participation  for  fiscal  1967 
amount  to  $1.35  billion  in  loans  held  by 
FNMA,  VA,  and  the  Export-Import 
Bank.  Thus,  the  total  of  participation 
sales  proposed  in  the  1967  budget  includ¬ 
ing  participation  sales  authorized  by  this 
amendment  will  amount  to  only  $4.2 
billion. 

Mr.  Chairman,  I  strongly  urge  the 
adoption  of  the  proposed  amendment,  as 
it  provides  specific  limitations  on  both 
the  quality  and  the  quantity  of  financial 
assets  that  may  be  sold  under  the  Par¬ 
ticipation  Sales  Act  of  1966. 

Mr.  Chairman,  I  hope  the  amendment 
will  be  adopted. 

Mr.  WIDNALL.  Mr.  Chairman,  I  rise 
in  support  of  the  amendment. 

Mr.  Chairman,  for  the  record,  I  would 
like  to  say  that  I  was  preparing  to  offer 
a  similar  amendment  on  behalf  of  the 
minority. 

Mr.  Chairman,  the  officials  of  the 
Treasury  Department  informed  me  that 
it  was  not  intended  that  the  secondary 
market  operations  of  FNMA  be  included 
in  any  trust  pooling  arrangements. 
They,  therefore,  accept  the  position 
that  is  embodied  in  this  amendment. 

Mr.  CURTIS.  Mr.  Chairman,  will 
the  gentleman  yield? 

Mr.  WIDNALL.  I  yield  to  the  gentle¬ 
man  from  Missouri. 

Mr.  CURTIS.  I  want  to  find  out 
about  this,  and  also,  generally,  under  the 
authorization  here,  could  these  securi¬ 
ties  from  these  various  agencies  be 
mingled  in  the  same  pool,  or  does  this 
require  they  be  separated  into  their  own 
pool  for  participation  sales? 

Mr.  PATMAN.  Mr.  Chairman,  will 
the  gentleman  yield? 

Mr.  WIDNALL.  I  yield  to  the  gentle¬ 
man  from  Texas. 

Mr.  PATMAN.  That  Is  a  good  ques¬ 
tion,  I  will  say  to  the  gentleman  from 
Missouri.  We  must  allow  the  adminis¬ 
trator  or  the  manager  of  these  funds  to 
have  discretion. 

Mr.  CURTIS.  Discretion  to  com¬ 
mingle,  if  they  so  desire? 

Mr.  PATMAN.  If  the  gentleman  will 
yield  further,  yes,  they  will  be  privileged 


to  do  whatever  is  best  in  the  public  in¬ 
terest.  If  it  is  better  to  have  a  single  is¬ 
sue  in  the  pool,  FNMA  would  have  the 
privilege  of  doing  so.  If  they  want  to 
commingle,  then  they  would  have  the 
privilege  of  doing  so.  In  other  words, 
we  are  trusting  their  judgment  and  dis¬ 
cretion  to  do  what  is  best  in  the  partic¬ 
ular  case,  in  the  public  interest. 

Mr.  CURTIS.  But  this  is  completely 
discretionary — they  could  keep  them 
singly,  or  they  could  commingle  them? 

Mr.  PATMAN.  If  the  gentleman  will 
yield  further;  that  is  correct,  yes. 

Mr.  CURTIS.  I  thank  the  gentleman. 


AMENDMENT  OFFERED  BY  MR.  POAGE 

Mr.  POAGE.  Mr.  Chairman,  I  offer 
an  amendment  to  the  amendment. 

The  Clerk  read  as  follows: 


Amendment  offered  by  Mr.  Poage  to  the 
amendment  offered  by  Mr.  Patman:  Amend 
section  302(c)  (2)  (A)  by  striking  the  period 
in  subsection  (A)  and  substituting  a  comma 
therefor  and  adding  the  following:  “but  only 
with  respect  to  operating  loans,  direct  farm 
ownership  loans,  direct  housing  loans,  and 
direct  soil  and  water  loans.  Such  trusts  may 
not  be  established  with  respect  to  loans  for 
housing  for  the  elderly  under  sections  502 
and  515(a)  of  the  Housing  Act  of  1949,  nor 
with  respect  to  loans  for  nonfarm  recrea¬ 
tional  development.” 


Mr.  PATMAN.  Mr.  Chairman,  will  the 
gentleman  yield? 

Mr.  POAGE.  Yes;  I  yield  to  the  gen¬ 
tleman  from  Texas. 

Mr.  PATMAN.  The  gentleman’s 
amendment  is  acceptable  to  the  commit¬ 
tee. 

We  discussed  this  before  the  Commit¬ 
tee  on  Rules,  as  the  gentleman  from 
Texas  is  aware,  and  we  had  his  able  as¬ 
sistance  in  arriving  at  the  language  to 
be  used.  Therefore,  we  are  very  glad, 
indeed,  to  accept  the  gentleman’s 
amendment,  as  being  designed  to  carry 
out  the  real  intent  of  the  committee. 

Mr.  POAGE.  I  appreciate  what  the 
gentleman  from  Texas  has  done,  and  I 
would  like  to  suggest  that  I  feel  the  com¬ 
mittee  has  done  a  good  job  in  offering 
the  amendment  that  has  just  been  of¬ 
fered  by  the  gentleman  from  Texas.  But 
the  gentleman  did  not  go  quite  as  far  as 
I  would  like  to  see  the  matter  go.  This 
amendment  extends  it  to  the  insured 
loans  of  the  Farm  Credit  Administration. 

Mr.  WIDNALL.  Mr.  Chairman,  will 
the  gentleman  yield  for  a  point  of  order? 

Mr.  POAGE.  I  yield  to  the  gentleman 
from  New  Jersey. 

Mr.  WIDNALL.  Mr.  Chairman,  I  be¬ 
lieve  that  the  language  that  is  now  be¬ 
ing  suggested  by  the  gentleman  is  al¬ 
ready  in  the  amendment  that  was  offered 
by  the  gentleman  from  Texas  [Mr.  Pat¬ 
man]  which  I  said  I  agreed  to  on  behalf 
of  the  minority. 

Mr.  POAGE.  No;  if  the  gentleman 
will  look  at  it,  the  amendment  which  the 
gentleman  from  Texas  [Mr.  Patman]  of¬ 
fered,  reads:  “The  Farmers  Home  Ad¬ 
ministration  of  the  Department  of  Agri¬ 
culture.”  That  is  the  end  of  the  refer¬ 
ence  to  the  Department  of  Agriculture. 

The  amendment  which  I  offered  to  the 
Patman  amendment  picks  up  right  there, 
strikes  that  period,  and  adds  the  follow¬ 
ing  language,  “but  only  with  respect.” 


CONGRESSIONAL  RECORD  —  HOUSE 


10386 


May  18,  1966 


Mr.  Chairman,  the  amendment  that  I 
have  offered  picks  up  at  that  point  and 
adds  the  language,  to  make  it  read,  that 
the  Farmers  Home  Administration  of  the 
Department  of  Agriculture,  “but  only 
with  respect  to  operating  loans,  direct 
farmownership  loans,  direct  housing 
loans,  and  direct  soil  and  water  loans. 


man  would  develop,  and  I  think  he  prob¬ 
ably  was  going  to,  and  that  is  the  only 
reason  I  asked  him  to  yield,  was  the  rea¬ 
son  why  he  wanted  to  exclude  and  does 
exclude  in  his  amendment,  certain  of 
these  securities  under  this  particular 
agency.  I  now  yield  to  the  gentleman 
from  Texas  and  he  can  continue  on.  — 


Such  trusts  may  not  be  established  with  rtllr.  POAGE.  I  thank  the  gentleman, 
respect  to  loans  for  housing  for  the  el-  j  Mr.  Chairman,  the  reason  for  ex- 
derly  under  sections  502  and  515(a)  of  j  eluding  these  securities  is  that  these  are 


the  Housing  Act  of  1949.” 

Mr.  WIDNALL.  Mr.  Chairman,  may 
I  be  heard  on  the  point  of  order? 

The  CHAIRMAN.  The  gentleman  has 
:  Hot  stated  his  point  of  order. 

Mr.  WIDNALL.  Mr.  Chairman,  this 
language  is  already  included  in  the  bill 
under  the  amendment  offered  by  the 
gentleman  from  Texas  [Mr.  Patman!  . 

I  have  in  my  hand  the  amendment  of¬ 
fered  by  the  gentleman  from  Texas  [Mr. 
Patman]  to  H.R.  14544  and  it  includes 
the  language  which  is  presently  being 
read. 

Mr.  Chairman,  I  withdraw  the  point 
that  I  am  making  as  I  have  been  in¬ 
formed  just  now  that  the  language  of 
the  amendment  which  was  offered  and 
sent  to  the  Clerk’s  desk  as  an  amend¬ 
ment  is  different  from  the  language  in 
the  copy  that  I  have  in  my  hand,  which 
I  understood  was  the  amendment  being 
offered  by  the  gentleman  from  Texas 
[Mr.  Patman]. 

Mr.  PATMAN.  \Mr.  Chairman,  I  think 
the  gentleman  from  New  Jersey  will  find 
that  the  copy  that  was  given  to  him  in¬ 
cludes  the  Poage  amendment  and  it  was 
indicated  by  a  pencil  mark  to  show  the 
proper  place  for  the  Poage  amendment. 
I  believe  that  is  the  way  it  is. 

But,  in  any  event,  Mr.  Chairman, 
sure  the  gentleman  from  New  Jersey 
the  amendment  offered  by  the  gentle 
man  from  Texas  [Mr.  Poage]  I  think 
in  order  at  this  point  because  we  do  not 
have  in  the  amendment  I  offered  the  lan¬ 
guage  that  the  gentleman  refers  to,  and 
I  think  the  gentleman  from  New  Jersey 
is  in  favor  of  this. 

The  CHAIRMAN.  The  time  of 
gentleman  from  Texas  [Mr.  Poage] 
expired. 

Mr.  POAGE.  Mr.  Chairman,  I 
unanimous  consent  that  I  may  be  allowed 
to  proceed  for  5  minutes  to  speak  on  my 
amendment. 

Mr.  CURTIS.  Mr.  Chairman,  if  the 
gentleman  will  allow  me  to  proceed,  I 
will  get  caught  again  in  the  same  way  if 
the  gentleman  will  not  allow  me  to  pro¬ 
ceed. 

The  CHAIRMAN.  Is  there  objection 
to  the  request  of  the  gentleman  from 
Texas  [Mr.  Poage]  to  proceed  for  5  addi¬ 
tional  minutes. 

Mr.  CURTIS.  I  will  object  then. 

The  CHAIRMAN.  Objection  is  heard. 

Mr.  CURTIS.  Mr.  Chairman - 

The  CHAIRMAN.  For  what  purpose 
does  the  gentleman  from  Missouri  [Mr. 
Curtis]  rise? 

Mr.  CURTIS.  Mr.  Chairman,  I  move 
to  strike  out  the  last  word. 

The  CHAIRMAN.  The  gentleman 
from  Missouri  is  recognized  for  5  minutes. 

Mr.  CURTIS.  Mr.  Chairman,  I  want 
to  yield  to  the  gentleman  from  Texas. 
The  point  I  was  hoping  that  the  gentle¬ 
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insured  loans.  They  do  not  belong  to 
the  Government.  We  leave  the  direct 
loans  eligible  for  investment  by  the  fund. 
But  the  insured  loans — the  Farmers 
Home  Administration  makes  $450  mil- 
ion  of  insured  loans  for  a  great  many 
purposes.  The  operating  loans  are  all 
brought  under  the  terms  of  this  bill. 
The  other  insured,  or  guaranteed  loans 
are  not  brought  under  the  terms  of  this 
bill.  They  may  be  direct  land  purchase 
loans.  They  may  be  water  facility  loans. 
They  can  be  sewerage  facility  loans. 
But  the  Farmers  Home  Administration 
does  not  make  them  directly  from  Gov¬ 
ernment  funds.  Indeed,  the  Govern¬ 
ment  does  not  actually  make  the  loans 
involved  in  the  exemption  of  this  amend¬ 
ment.  They  are  actually  loans  made  by 
local  or  private  lending  agencies,  with  a 
Farmers  Home  guarantee  of  payment. 

For  instance,  the  first  sewerage  loan 
made  in  the  United  States,  the  first  of 
the  year,  was  made  in  the  little  commu¬ 
nity  of  Chilton,  Tex.  The  loan  was  for 
$70,000  but  the  loan  was  made  by  the 
local  bank  and  the  Farmers  Home  Ad¬ 
ministration  simply  insured  it.  Frankly, 
we  do  not  know  of  any  way  it  could  be 
sold  or  used  as  the  basis  of  any  certifi¬ 
cate  of  participation,  but  I  have  seen 
strange  things  done.  All  we  are  trying 
do  is  make  sure  that  these  securities 
into  this  fund. 

Mr.  CURTIS.  I  see — in  other  words, 
these  are  securities  actually  sold  to  the 
private  sector  in  the  beginning. 

Mr.  POAGE.  That  is  right. 

Mr.  CURTIS.  I  understand. 

Mr.  POAGE.  That  is  right,  and  our 
purpose  is  to  try  to  protect  the  friendly 
situation  which  presently  exists  between 
the  local  communities  and  the  local 
lending  agencies  because  we  think  it  is 
good — we  think  it  is  good  that  the  local 
bank  makes  this  loan.  We  think  it  is 
much  better  than  this  loan  should  be 
carried  off  up  to  New  York  and  made  up 
there. 

Mr.  CURTIS.  I  thank  the  gentleman. 

Let  me  say  this.  This  points  up 
though  the  point  is  being  made  through¬ 
out  the  debate  of  the  failure  of  the  Com¬ 
mittee  on  Banking  and  Currency  to  do  its 
homework  in  this  area. 

This  business  of  making  these  changes 
on  the  floor  of  the  House,  I  submit,  is  not 
in  the  best  interests  of  good  legislation. 
I  do  think  this  is  a  good  amendment.  It 
sounds  like  it,  at  any  rate. 

Mr.  FARNUM.  Mr.  Chairman,  I  move 
to  strike  the  last  word. 

The  CHAIRMAN.  The  gentleman 
from  Michigan  is  recognized  for  5 
minutes. 

(Mr.  FARNUM  asked  and  was  given 
permission  to  revise  and  extend  his  re¬ 
marks  at  this  point  in  the  Record.) 

Mr.  FARNUM.  Mr.  Chairman,  I  want 
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to  address  myself  to  three  criticisms  of 
the  participation  sales  legislation  and 
program  which  have  been  voiced  on  this 
floor. 

The  first  of  these  criticisms  is  that  the 
budget  treatment  of  receipts  from  par¬ 
ticipation  sales  amounts  to  gimmickry. 
Let  us  consider  this  charge  carefully. 

A  Government  loan  to  an  individual, 
or  a  business,  or  an  institution  is  a  liabil¬ 
ity — an  obligation  to  pay — on  the  part  of 
the  borrower  and  an  asset  for  the  Gov¬ 
ernment.  The  borrower  is  obligated  to 
pay  back  every  cent  he  borrows  from  the 
Government,  plus  interest.  Yet  money 
lent  under  one  of  our  Federal  credit  pro¬ 
grams  is  treated  as  an  expenditure.  We 
say  the  administration  has  “spent”  the 
money. 

Consequently,  we  call  the  repayment 
of  a  loan  a  net  reduction  in  expendi¬ 
ture — a  “negative  expenditure.”  We 
could  just  as  well  call  it  revenue.  But 
we  have  our  accounting  system,  with  its 
set  of  rules,  and  it  makes  as  good  sense 
as  any  other  method.  The  important 
thing  is  that  the  net  impact  on  the  deficit 
is  the  same  whether  we  call  a  loan  re¬ 
payment  a  receipt  or  a  negative 
expenditure. 

Since  the  1950’s,  under  the  Eisenhower 
administration,  sales  of  assets  have  been 
treated  in  the  same  way  as  repayment  of 
loans — they  have  been  counted  as  nega¬ 
tive  expenditures.  Hence,  receipts  from 
the  sale  of  participations  are  now — and 
will  continue  to  be — treated  as  negative 
expenditures. 

This  is  a  perfectly  straight-forward 
way  to  treat  these  transactions  in  the 
budget.  It  is  an  accounting  technique 
that  focuses  attention  on  the  net  expend¬ 
itures  entailed  in  a  program. 

Those  who  level  the  charge  of  budget 
gimmickry  should  realize  that  this  pro¬ 
cedure  is  neither  something  new  with 
this  bill  nor  something  new  with  this 
administration.  It  is  the  conventional 
budget  treatment  given  the  entire  pro¬ 
gram  of  asset  sales.  An  argument 
against  the  method  of  accounting  used  in 
handling  asset  sales  in  the  Federal 
budget  is  less  an  argument  against  this 
bill  than  against  the  entire  asset  sales 
program  already  authorized  by  Congress. 

But,  say  the  critics — and  this  is  the 
second  criticism — the  assets  are  not  sold. 
The  buyers  do  not  get  title  to  the  assets. 
In  the  words  of  the  minority  report  of 
the  Committee  on  Banking  and  Cur¬ 
rency,  all  the  buyer  gets  is  a  piece  of  the 
action.  Does  not  this,  the  critics  ask, 
demand  different  treatment? 

Title  in  these  assets  passes  in  trust  to 
the  Federal  National  Mortgage  Associa¬ 
tion,  and  the  private  lender  gets  an  un¬ 
divided  interest  in  the  pool  of  assets. 
This  is  not  an  unusual  circumstance.  It 
does  not  differ  in  any  substantial  degree 
from  the  situation  of  an  investor  who 
buys  stock  in  a  corporation.  The  stock¬ 
holder  has  ownership,  but  he  does  not 
have  a  claim  to  any  specific  assets  of  the 
corporation. 

The  agencies  will  continue  to  service 
their  loans.  Many  of  the  loans  were 
made  originally  by  the  Government  sim¬ 
ply  because  the  borrower  did  not  have 
access  to  private  credit,  due  to  size,  loca- 
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tion,  or  lack  of  established  credit  stand¬ 
ing. 

These  factors  call  for  continued  agency 
servicing.  But  this  situation  differs  in  no 
real  sense  from  the  operations  of  a  mort¬ 
gage  broker  who  originates  a  loan  and 
then  sells  it  to  an  investor  but  continues 
to  perform  the  servicing  on  behalf  of  the 
investor. 

In  fact,  the  situation  duplicates  a  pro¬ 
cedure  sometimes  used  in  the  private 
market.  Some  mortgage  brokers  are 
themselves  using  the  pool  participation 
technique  as  a  means  of  developing  in¬ 
terest  in  mortgage  financing  among  in¬ 
vestors  who  do  not  have  the  facilities  to 
handle  mortgages  directly. 

Neither  the  possession  of  the  title  to 
the  assets  nor  the  maturities  of  the  par- 
icipation  certificates  change  the  fact  that 
the  borrowers  are  being  financed  by  pri¬ 
vate  lenders  and  not  by  the  Government. 

So  much  for  the  substance  of  this 
criticism.  But  let  me  consider  the  me¬ 
chanics  of  the  point,  too. 

Would  it  make  any  sense  or  improve 
our  budget  handling  of  these  transactions 
in  any  way  to  go  on  treating  loans  as  ex¬ 
penditures,  continue  to  call  repayments 
of  the  loans  negative  expenditures,  but 
call  receipts  from  participation  sales 
something  else — revenue,  perhaps?  We 
would  then  have  two  inputs  for  the  same 
receipts — two  systems  going  side  by  side. 
Would  we  then  have  to  have  another  con¬ 
cept — perhaps  called  a  negative  receipt — 
to  offset  the  loan  repayments  against  the 
participation  sales  receipts? 

With  a  budget  already  so  complicated 
that  few  people  outside  these  Halls  and 
the  agencies  understand  it,  would  we  im¬ 
prove  anything  by  making  it  still  more 
complicated  and  incomprehensible?  I 
cannot  believe  it. 

Now  for  the  third  criticism.  The  op¬ 
position  points  out  that  the  yield  on 
participations  will  be  higher  than  on 
Treasury  borrowings.  The  participation 
sales  technique  will  cost  the  Government 
more. 

True  as  far  as  it  goes.  Participation 
certificates  will  cost  approximately  three- 
eighths  of  1  percent  more  in  their  yield 
than  Treasurys.  The  administration 
has  never  tried  to  obscure  this  fact. 

But  is  this  an  argument  for  greater 
Treasury  borrowing?  We  will  soon  face 
on  this  floor  the  annual  increase  in  the 
public  debt  limits.  Am  I  to  understand 
that  those  who  are  now  opposing  this 
participation  sales  legislation  will  come 
forward  later  this  month  with  proposals 
to  increase  the  debt  limit?  I  cannot  be¬ 
lieve  that,  either. 

There  are  several  points  to  be  made  on 
this  criticism.  First,  Treasury  borrow¬ 
ing  is  not  an  acceptable  alternative  in 
order  to  reduce  the  portfolio  of  direct 
loans  the  Government  holds  which  is  now 
tying  up  $33  billion  of  the  taxpayers’ 
money.  But  the  criticism  is  relevant 
only  if  greater  Treasury  borrowing  is  an 
acceptable  alternative.  Otherwise  we 
are  arguing  against  a  strawman. 

Second,  Treasury  borrowing  would  not 
further  the  objective  of  substituting  pri¬ 
vate  for  public  credit.  That  is  what  we 
are  trying  to  do — to  call  on  the  ready  re¬ 
sources  of  the  private  market  and  reduce 


the  part  which  public  credit  must  play  in 
the  Federal  lending  programs. 

Third,  the  modest  additional  cost  of 
using  the  participation  sales  technique  is 
the  cost  of  freeing  billions  of  dollars 
which  are  now  immobilized  in  the  Gov¬ 
ernment  portfolio.  Fourth,  as  partici¬ 
pation  certificates  gain  wider  and  wider 
acceptance,  we  expect  that  the  narrow 
differential  of  approximately  three- 
eighths  of  a  percent  will  narrow  still  fur¬ 
ther  and  that  the  rate  on  participations 
will  approach  still  closer  to  the  rate  on 
Treasury  securities. 

Finally,  there  is  a  very  telling  point 
that  has  not  been  stressed  in  this 
House — and  I  would  like  to  do  so  now. 

Direct  sales  of  loans  by  Fannie  May 
and  the  Veterans’  Administration  in  fis¬ 
cal  years  1965  and  1966  have  been  at  an 
average  interest  rate  of  about  554  Per¬ 
cent  throughout  the  period.  After  adjust¬ 
ing  for  the  cost  to  the  purchaser  of  serv¬ 
icing  the  loans — which  varies  substan¬ 
tially,  depending  upon  the  amount  of 
each  loan,  but  can  be  estimated  as 
roughly  in  the  range  of  one-fourth  to 
one-half  of  1  percent — the  net  yield  to 
the  investor  would  be  in  the  range  from 
4%  to  5  percent. 

The  average  interest  yield  on  Federal 
National  Mortgage  Association  participa¬ 
tions  was  4.3  percent  on  the  November 
1,  1964,  issue;  4.5  percent  on  July  1,  1965; 
4.7  percent  on  December  1,  1965;  and 
5.4  on  April  4,  1966.  Since  neither  the 
Federal  National  Mortgage  Association 
nor  the  Veterans’  Administration  has 
been  selling  significant  amounts  on  a 
direct  basis  in  the  calendar  year  1966, 
there  is  no  basis  for  a  meaningful  com¬ 
parison  between  the  interest  rate  on  di¬ 
rect  sales  and  the  April  4,  1966,  rate. 

Thus,  the  net  yield  to  investors  of 
4%  to  5  percent  on  direct  sales  should 
be  compared  with  an  average  yield  of 
about  454  percent  on  the  Federal  Na¬ 
tional  Mortgage  Association’s  first  three 
participation  issues.  Accordingly,  it  ap¬ 
pears  that  direct  sales  are  more  costly 
than  participation  sales  by  an  amount 
ranging  from  one-fourth  to  one-half  of 
1  percent. 

In  the  Export-Import  Bank  program, 
the  volume  of  direct  sales  on  a  recourse 
basis  in  recent  years  has  not  been  signifi¬ 
cant,  relative  to  the  volume  of  Export- 
Import  Bank  participation  sales.  Direct 
sales  by  Export-Import  Bank  on  a 
guaranteed  basis  in  calendar  1966 
to  date,  for  example,  have  totaled  less 
than  $400,000,  compared  with  Export- 
Itnport  Bank’s  February  participation 
sale  of  $364  million. 

In  calendar  1964,  however,  there  were 
$24  million  of  direct  sales  during  the 
year  on  a  recourse  basis.  The  weighted 
average  rate  was  5.18  percent.  This  com¬ 
pares  with  the  interest  rate  of  454  per¬ 
cent  on  both  issues  of  Export -Import 
Bank  participations  in  calendar  1964 
totaling  $822  million. 

Thus,  although  the  amount  of  direct 
sales  in  calendar  1964  was  only  about  3 
percent  of  the  volume  of  participation 
sales,  it  is  clear  that  the  interest  rate  on 
direct  sales  was  significantly  above  the 
rate  on  participations. 

Small  Business  Administration  direct 


sales  experience  provides  a  reasonable 
basis  for  comparison  with  participation 
sales  because  of  the  sales  by  SBA  in 
March  and  April  this  year  of  $110  million 
of  debentures  at  interest  yields  of  5.65 
percent  and  5.75  percent.  The  5.4-per¬ 
cent  rate  on  the  Federal  National  Mort¬ 
gage  Association’s  participation  issue  of 
April  4,  1966,  was  significantly  below  the 
rates  on  SBA’s  direct  sales. 

On  the  basis  of  this  experience,  it  ap¬ 
pears  that  participation  certificates  can 
be  sold  at  interest  rates  roughly  one- 
fourth  to  one-half  of  1  percent  below 
the  rates  required  for  direct  sales. 

That  is  the  comparison  we  should  be  ^ 
making.  Comparison  of  participation 
sales  yields  with  Treasury  yields  is  sim¬ 
ply  not  pertinent.  But  comparison  of 
participation  costs  with  direct  sale  costs 
is  extremely  relevant. 

The  asset  sales  program  is  established 
and  has  been  carried  forward  by  three 
administrations.  Few  if  any  of  us  would 
reverse  the  process  in  motion  for  more 
than  a  decade. 

Of  the  alternatives  we  have  for  selling 
these  assets,  the  participation  sales  tech¬ 
nique  is  substantially  the  more  economi¬ 
cal.  Experience  proves  that  point. 

I  have  seriously  considered  three  of 
the  arguments  put  forward  by  the  op¬ 
position.  I  believe  they  were  serious,  rea¬ 
soned  criticisms,  and  I  have  tried  to  deal 
with  them  in  the  factual  and  reasonable 
fashion  they  deserve.  I  believe  the  facts 
show  that  the  criticisms  are  not  well 
taken.  I  urge,  therefore,  that  we  support 
the  President’s  participation  sales  legis¬ 
lation. 

The  CHAIRMAN.  The  question  is  on 
the  amendment  offered  by  the  gentleman 
from  Texas  [Mr.  Poage]  to  the  amend¬ 
ment  offered  by  the  gentleman  from 
Texas  [Mr.  Patman]  . 

The  amendment  to  the  amendment 
was  agreed  to. 

The  CHAIRMAN.  The  question  is  on 
the  amendment  offered  by  the  gentleman 
from  Texas  [Mr.  Patman]  as  amended. 

The  amendment,  as  amended,  was 
agreed  to. 

AMENDMENT  OFFERED  BY  MR.  PATMAN 

Mr.  PATMAN.  Mr.  Chairman,  I  offer 
an  amendment. 

The  Clerk  read  as  follows: 

Amendment  offered  by  Mr.  Patman:  Page 
3,  line  20,  strike  "may”  both  times  it  appears 
and  insert  "shall”. 

The  amendment  was  agreed  to. 

(Mr.  PATMAN  asked  and  was  given 
permission  to  extend  his  remarks  at  this 
point  in  the  Record.) 

[Mr.  PATMAN  addressed  the  Commit¬ 
tee.  His  remarks  will  appear  hereafter 
in  the  Appendix.] 

AMENDMENT  OFFERED  BY  MR.  BROCK 

Mr.  BROCK.  Mr.  Chairman,  I  offer 
an  amendment. 

The  Clerk  read  as  follows: 

Amendment  offered  by  Mr.  Brock  to  the 
committee  amendment:  Page  6,  line  13,  strike 
"until  used.”  and  insert  “only  for  the  fiscal 
year  for  which  it  is  granted  and  for  the  suc¬ 
ceeding  fiscal  year.”. 

Mr.  BROCK.  Mr.  Chairman,  this 
amendment  would  also,  as  in  the  case 
of  the  previous  one,  conform  the  House 
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bill  to  an  amendment  adopted  by  the 
Senate  placing  a  2-year  limit  on  the 
time  during  which  an  Appropriation 
Committee  authorization  would  remain 
available.  It  should  be  noted,  of  course, 
that  this  is  not  a  2 -year  limitation  on  the 
bill  itself.  The  2-year  limitation  applies 
solely  to  the  agency  pooling  authoriza¬ 
tion  given  by  the  Appropriations  Com¬ 
mittee. 

Mr.  PATMAN.  Mr.  Chairman,  will  the 
gentleman  yield? 

Mr.  BROCK.  I  yield  to  the  gentleman 
from  Texas. 

Mr.  PATMAN.  How  would  the  pro- 
*  posed  language  change  the  language 
commencing  at  page  6,  line  12,  reading: 

Any  such  authorization  shall  remain  avail¬ 
able  until  used. 

How  would  it  then  read? 

Mr.  BROCK.  My  amendment  would 
strike  the  words  “until  used”  and  insert 
“only  for  the  fiscal  year  for  which  it  is 
granted  and  for  the  succeeding  fiscal 
year.” 

Mr.  PATMAN.  I  think  it  is  a  good 
amendment.  We  will  accept  it. 

The  CHAIRMAN.  The  question  is  on 
the  amendment  offered  by  the  gentleman 
from  Tennessee. 

The  amendment  was  agreed  to. 

AMENDMENT  OFFERED  BY  MR.  PATMAN 

Mr.  PATMAN.  Mr.  Chairman,  I  offer 
an  amendment. 

The  Clerk  read  as  follows: 

Page  3,  line  20,  strike  “may”  both  times  it 
appears  and  insert  “shall”. 

The  CHAIRMAN.  The  Chair  will 
state  that  that  amendment  has  already 
been  adopted. 

Mr.  PATMAN.  Then  we  will  with¬ 
draw  it  for  the  present.  I  understood 
the  reading  of  that  in  the  beginning,  but 
it  was  not  in  the  bill,  and  I  did  not  see 
how  it  was  adopted.  But  if  it  was 
adopted,  it  suits  us.  I  ask  the  Chair  to 
check  on  that. 

The  CHAIRMAN.  The  Chair  has 
checked,  and  will  state  to  the  gentleman 
from  Texas  that  the  two  amendments 
are  identical,  the  earlier  one  having  been 
adopted  without  objection. 

Mr.  PATMAN.  We  apologize  to  the 
Chair.  We  just  made  a  mistake  on  the 
amendment. 

The  CHAIRMAN.  Does  the  gentle¬ 
man  from  Texas  have  anything  further? 

Mr.  PATMAN.  Yes,  Mr.  Chairman. 
We  have  one  other  amendment  in  that 
section. 

Mr.  Chairman,  I  offer  an  amendment. 

AMENDMENT  OFFERED  BY  MR.  PATMAN 

The  Clerk  read  as  follows : 

Amendment  offered  by  Mr.  Patman:  Page 
2,  strike  lines  6  through  15  and  insert: 

“(3)  by  striking  out  the  words  'offered  to 
It  by  the  Housing  and  Home  Finance  Agency 
or  its  Administrator,  or  by  such  Agency’s 
constituent  units  or  agencies  or  the  heads 
thereof,  or  any  first  mortgages  in  which  the 
United  States  or  any  agency  or  instrumen¬ 
tality  thereof’  in  the  first  sentence  thereof 
and  by  inserting  ‘and  other  types  of  securi¬ 
ties,  including  any  instrument  commonly 
known  as  a  security,  hereinafter  in  this  sub¬ 
section  called  “obligations,”  in  which  any 
department  or  agency  of  the  United  States 
listed  in  section  302(c)  (2)  of  this  Act,’;”. 

The  CHAIRMAN.  The  gentleman 
from  Texas  is  recognized. 


Mr.  WIDNALL.  Mr.  Chairman - 

Mr.  PATMAN.  Mr.  Chairman,  does 
the  gentleman  from  New  Jersey  [Mr. 
Widnall]  wish  me  to  yield? 

Mr.  WIDNALL.  Mr.  Chairman,  I  have 
an  amendment  at  this  point,  a  substitute 
for  the  amendment  offered  by  the  gen¬ 
tleman  from  Texas  [Mr.  Patman!.  Is  it 
in  order  for  that  to  be  discussed,  first, 
at  this  time? 

The  CHAIRMAN.  The  gentleman 
from  Texas  has  been  recognized  for  5 
minutes  in  support  of  the  amendment  he 
offered.  The  gentleman  from  New  Jer¬ 
sey  will  be  privileged  to  offer  a  substitute 
a  little  later. 

The  gentleman  from  Texas  is  recog¬ 
nized. 

Mr.  PATMAN.  This  is  really  just  a 
conforming  amendment  to  the  .amend¬ 
ment  that  has  already  been  adopted,  that 
was  amended  by  the  Poage  amendment, 
that  spells  out  the  agencies  which  are 
permitted  to  participate  in  this  act.  It 
is  just  a  conforming  amendment.  I 
think  it  should  be  adopted  for  that 
reason. 

substitute  amendment  offered  by 

MR.  WIDNALL  __ 

Mr.  WIDNALL.  Mr.  Chairman,  I  offer 
a  substitute  amendment  to  the  amend¬ 
ment  offered  by  the  gentleman  from 
Texas. 

The  Clerk  read  as  follows: 

Amendment  offered  by  Mr.  Widnall  as  a 
substitute  for  tbe  amendment  offered  by  Mr. 
Patman:  Page  2,  strike  line  6  and  all  that 
follows  down  through  line  15  and  insert: 

“(3)  by  striking  ‘obligations  offered  to  it 
by  the  Housing  and  Home  Finance  Agency 
or  its  Administrator,  or  by  such  Agency’s 
constituent  units  or  agencies  or  the  heads 
thereof,  or  any  first  mortgages  in  which  the 
United  States  or  any  agency  or  instrumen¬ 
tality  thereof’  in  the  first  sentence  thereof 
and  inserting  ‘mortgages  or  other  types  of 
obligations  in  which  any  department  or 
agency  of  the  United  States  listed  in  para¬ 
graph  (2)  of  this  subsection.’  ” 

The  CHAIRMAN.  The  gentleman 
from  New  Jersey  is  recognized  for  5 
minutes. 

Mr.  PATMAN.  Mr.  Chairman,  will  the 
gentleman  yield? 

Mr.  WIDNALL.  I  yield  to  the  gentle¬ 
man  from  Texas. 

Mr.  PATMAN.  Mr.  Chairman,  I 
understand  what  the  gentleman  is  really 
undertaking  to  do  is  to  strike  out  the 
word  “security.” 

Mr.  WIDNALL.  Mr.  Chairman,  that 
is  the  intent.  I  would  like  to  read  into 
the  Record  the  purpose  of  it. 

Mr.  PATMAN.  May  I  say,  if  that  is 
all  that  is  intended,  and  that  is  what  it 
does,  we  are  willing  to  accept  it. 

Mr.  WIDNALL.  Mr.  Chairman,  I 
would  like  to  read  into  the  Record  the 
purpose  of  this  amendment. 

I  hope  the  chairman  will  withhold  his 
acceptance  at  this  point.  This  is  a  very 
short  explanation. 

Mr.  Chairman,  the  amendment  offered 
by  the  chairman  would  conform  this  sec¬ 
tion  of  the  House  bill  to  language  adopted 
by  the  Senate  which  incorporates  by  ref¬ 
erence  the  agencies  eligible  to  pool  loans 
as  set  forth  in  an  amendment  which  will 
be  offered  to  section  302(c)  of  the  act. 

The  substitute  I  have  offered  likewise 
would  make  this  change  in  the  bill.  i 


The  substitute  makes  a  further  change 
in  the  amendment  offered  by  the  chair¬ 
man  in  that  it  will  rule  out  any  possi¬ 
bility  that  these  agencies  pooling  assets 
could  pool  “stock”  as  well  as  mortgages 
or  obligations  owned  by  them.  The  lan¬ 
guage  relating  to  stocks  which  the  sub¬ 
stitute  would  strike  from  the  bill  appears 
on  lines  11  to  14  with  reference  to  types 
of  assets  that  may  be  pooled.  This  lan¬ 
guage  states  “and  other  types  of  securi¬ 
ties,  including  any  instrument  commonly 
known  as  a  security,  hereinafter  in  this 
subsection  called  obligations.”  That  lan¬ 
guage  is  so  broad  that  there  can  be  no 
question  but  that  it  would  also  include 
stocks  as  well  as  obligations.  My  sub¬ 
stitute  amendment  would  rule  out  such 
possibility  by  changing  that  language  to 
read  that  assets  permitted  for  pooling  will 
consist  of  only  “mortgages  or  other  types 
of  obligations.” 

The  language  of  the  substitute  amend¬ 
ment  has  the  approval  of  the  Treasury 
Department  who  informed  me  that  it 
was  never  their  intention  to  include 
stocks  in  assets  that  could  be  pooled. 

Mr.  PATMAN.  Mr.  Chairman,  will  the 
gentleman  yield? 

Mr.  WIDNALL.  I  yield  to  the  gentle¬ 
man  from  Texas. 

Mr.  PATMAN.  We  are  willing  to  ac¬ 
cept  the  gentleman’s  interpretation. 

Mr.  WIDNALL.  I  thank  the  gentle¬ 
man.  Is  the  gentleman  willing  to  accept 
the  substitute? 

Mr.  PATMAN.  And  the  substitute; 

yes. 

Mr.  POAGE.  Mr.  Chairman,  I  move 
to  strike  the  last  word. 

In  view  of  the  fact  that  we  got  a  little 
confused  on  the  point  of  order  a  while 
ago,  I  lost  all  the  time  which  I  had  to 
discuss  the  amendment  which  was 
adopted,  and  to  which  this  amendment 
and  the  substitute  now  represents  an 
"addendum.  I  do  want  to  take  some  time 
to  get  clearly  in  the  Record  the  under¬ 
standing  of  the  agencies  of  Government 
in  connection  with  the  Farmers  Home 
Administration. 

To  that  end  I  should  now  like  to  read 
a  letter  dated  May  3,  addressed  to  me, 
which  states: 

Dear  Bob:  Following  our  meeting  of  last 
week  on  the  participation  sale  bill  I  have 
been  in  touch  with  Charles  L.  Schultze,  the 
Director  of  the  Budget,  regarding  the  in¬ 
sured  loan  authority  of  the  Farmers  Home 
Adminisration. 

I  have  been  assured  that  the  full  $450  mil¬ 
lion  of  insurance  authority  provided  in  Pub¬ 
lic  Law  89-240  will  be  available  each  year 
to  the  Farmers  Home  Administration. 

I  am  very  pleased  to  be  able  to  make  this 
report  to  you. 

Sincerely  yours, 

Orville  J.  Freeman, 

Secretary. 

I  also  wish  to  read  another  letter  bear¬ 
ing  the  same  date,  addressed  to  me,  from 
the  Director  of  the  Bureau  of  the  Budget : 

Dear  Mr.  Poage  :  Under  Secretary  Barr  tells 
me  that  you  are  concerned  not  only  with  the 
implications  of  the  Participation  Sales  Act 
of  1966  on  the  financing  of  various  Farmers 
Home  Administration  programs,  but  also 
about  the  overall  level  of  the  FHA’s  insured 
real  estate  loan  program. 

With  respect  to  the  first  matter,  X  believe 
I  covered  this  in  my  letter  to  you  of  May  2. 
With  respect  to  the  second  matter,  let  me 
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repeat  to  you  the  assurances  which  I  gave1! 
Secretary  Freeman  orally  that  the  Bureau! 
of  the  Budget  will  place  no  obstacles  in  the ' 
way  of  the  full  use  of  the  $450  million  insur¬ 
ance  authority  recently  established  by  Public 
Law  89-240. 

Sincerely, 

Charles  L.  Schultze, 

Director. 

Mr.  Chairman,  the  point  is,  I  want 
clearly  established  in  the  Record  that 
those  in  charge  both  of  the  Department 
of  Agriculture  and  the  Bureau  of  the 
Budget  recognize — and  have  committed 
themselves  to  it — that  they  will  not  here¬ 
after  object  to  the  use  of  the  full  $450 
million  of  guaranteed  loan  authority 
which  Congress  authorized  for  the  Farm-* 
ers  Home  Administration.  — — 

Mr.  HANNA.  Mr.  Chairman,  will  the 
gentleman  yield? 

Mr.  POAGE.  I  yield  to  the  gentleman 
from  California. 

Mr.  HANNA.  I  believe  the  point  the 
gentleman  has  made  would  strike  awe  in 
the  hearts  of  all  of  us  for  the  ability  to 
misunderstand  in  this  particular  area. 

The  Government  has  two  programs. 
One  program  is  of  insured  loans.  It  has 
insured  loans  of  a  volume  of  about  $100 
billion.  In  that  loan  program  the  Gov¬ 
ernment  does  not  get  1  cent  of  loan  as¬ 
sets.  It  has  nothing  but  a  contingent 
liability.  One  could  scarcely  envision  an 
opportunity  to  sell  a  participation  of  that 
contingent  liability. 

The  Government  has  another  portfolio 
of  direct  loans,  out  of  which  it  does  get 
loan  assets.  It  could  only  sell  participa¬ 
tions  out  of  those  loan  assets. 

I  think  the  gentleman  by  bringing  this 
out  has  indicated  there  has  been  a  mis¬ 
understanding  between  the  position  of 
the  Government  on  its  insured  loans  and 
the  position  of  the  Government  on  the 
other  loans. 

Mr.  POAGE.  That  is  exactly  right, 
and  we  are  trying  to  see  that  this  misun¬ 
derstanding  does  not  continue.  We  are 
trying  to  make  sure  that  there  is  no  fu¬ 
ture  misunderstanding  as  to  the  right  of 
the  Farmers  Home  Administration  to 
use  the  authority  which  Congress  gave 
the  Farmers  Home  Administration. 

The  CHAIRMAN.  The  question  is  on 
the  amendment  offered  by  the  gentleman 
from  New  Jersey  [Mr.  Widnall],  to  the 
amendment  offered  by  the  gentleman 
from  Texas  [Mr.  Patman], 

The  amendment  to  the  amendment 
was  agreed  to. 

The  CHAIRMAN.  The  question  is  on 
the  amendment  offered  by  the  gentleman 
from  Texas  as  amended. 

The  amendment  as  amended  was 
agreed  to. 

AMENDMENT  OFFERED  BY  MR.  FINO 

Mr.  FINO.  Mr.  Chairman,  I  offer  an 
amendment. 

The  Clerk  read  as  follows: 

Amendment  offered  by  Mr.  Fino:  Page  7, 
Insert  the  following  immediately  after  line 
6: 

‘‘(6)  Whenever  any  issue  of  beneficial  in¬ 
terests  or  participations  under  this  subsec¬ 
tion  is  to  be  underwritten  by  any  private 
firms,  the  Association  shall  award  the  con¬ 
tract  on  the  basis  of  competitive  bids.” 

Mr.  FINO.  Mr.  Chairman,  this 
amendment  provides  that  when  issues 
of  participations  are  to  be  underwritten 


by  private  firms,  Fannie  Mae  shall  be 
obliged  to  award  the  contracts  on  the 
basis  of  competitive  bidding.  Odd  as  it 
may  seem,  the  bill  as  introduced  does 
not  provide  for  competitive  bidding  on 
the  underwriting  of  participation  issues. 
It  leaves  the  door  wide  open  for  favor¬ 
itism  and  windfalls. 

I  believe  that  no  competitive  bidding 
has  ever  been  used  by  Fannie  Mae  to  get 
underwriters.  This  is  because  Fannie 
Mae  has  a  cozy  arrangement  going  with 
four  brokerage  houses.  Each  of  Fannie 
Mae’s  four  issues  of  participations  has 
been  sold  to  this  syndicate.  Each  time, 
a  different  one  of  the  four  brokerage 
houses  appeared  at  the  top  of  the  list  of 
four  underwriters.  As  I  said:  This  is  a 
cozy  little  arrangement. 

I  regret  to  say  that  the  participation 
sales  program  is  a  windfall  for  a  bunch 
of  “fat  cats”  from  the  top  of  its  head  to 
the  tip  of  its  toes.  First  it  is  a  windfall 
for  a  fat  cat  syndicate  of  brokerage 
houses  who  will  make  about  $8  million 
in  commissions  from  underwriting  $2.8 
billion  worth  of  participations.  They 
have  already  made  $5  million  in  the  past 
from  underwriting  $1.6  billion  worth  of 
participations.  Second,  the  whole 
participation  scheme  is  a  windfall  for 
the  fat  cats  who  are  gojng  to  be  able  to 
buy  participation  certificates  and  make 
51/2  percent  a  year  just  by  clipping 
coupons. 

If  this  is  not  a  double-barreled  wind¬ 
fall,  I  do  not  know  what  is.  The  amend¬ 
ment  I  am  offering  at  this  time  would  at 
least  knock  out  one  part  of  the  windfall 
by  junking  the  cozy  little  arrangement 
with  the  four  “fat  cat”  investment 
houses  in  favor  of  competitive  bidding. 

If  we  have  competitive  bidding,  I  ex¬ 
pect  it  will  save  the  taxpayers  a  few  dol¬ 
lars  because  competition  to  underwrite 
the  issue  will  drive  down  underwriting 
costs  from  the  present  “cozy”  level.  I 
hope  the  Members  of  this  House  still  care 
about  the  taxpayer.  He  is  the  man  the 
President  of  the  United  States  has  said 
does  not  deserve  the  care  and  feeding 
given  the  fat  cats. 

I  hope  that  the  House  will  support  this 
amendment  to  provide  for  competitive 
bidding  by  would-be  underwriters.  It 
seems  only  fair  that  the  taxpayers  and 
investment  houses  of  America  have  this 
guarantee  of  fair  play.  I  urge  the  adop¬ 
tion  of  my  amendment. 

Mr.  PATMAN.  Mr.  Chairman,  I  rise 
in  opposition  to  the  amendment. 

Mr.  Chairman,  I  do  not  believe  that 
we  have  had  any  charges  of  wrongdoing 
in  connection  with  the  sale  of  these  secu¬ 
rities  through  FNMA. 

Further,  Mr.  Chairman,  I  will  state 
that  I  believe  competitive  bidding  should 
be  allowed,  and  it  is  allowed  under  the 
bill  as  drawn.  We  should  leave  it  to 
the  managers  and  board  of  FNMA  to 
sell  whatever  way  they  can  to  best  pro¬ 
tect  the  public  interest. 

Mr.  Chairman,  we  must  assume,  until 
we  have  evidence  to  the  contrary,  that 
they  are  acting  in  the  public  interest,  and 
have  acted  in  the  public  interest  in  the 
past.  And,  unless  we  have  positive  proof 
and  convincing  proof  to  the  contrary, 
I  think  we  should  continue  to  give  them 
discretionary  authority  and  then  hold 
them  responsible.  If  they  make  mis¬ 


takes,  we  can  do  something  about  that. 
But  there  is  no  mistake  that,  as  has  been 
pointed  out  so  far,  and  I  believe  this 
would  definitely  tie  the  hands  of  the  peo¬ 
ple  who  have  charge — I  do  not  believe 
that  Congress  at  tins  point  should  un¬ 
dertake  any  such  restriction  or  limita¬ 
tion.  I  believe  it  would  be  against  the 
public  interest.  It  is  for  these  people 
who  are  in  charge  of  that  responsibility 
to  determine  what  is  best  in  tho  public 
interest.  If  they  want  to  do  it  by  com¬ 
petitive  bids,  they  have  the  authority 
under  the  existing  law  to  do  it  by  com¬ 
petitive  bids.  If  they  want  to  do  it  other 
ways,  they  have  that  power  also. 

If  the  gentleman’s  amendment  is 
adopted,  they  will  be  restricted  and  re¬ 
strained  and  be  limited  in  their  efforts 
to  serve  the  public  interest. 

Mr.  FINO.  Mr.  Chairman,  will  the 
gentleman  yield? 

Mr.  PATMAN.  I  yield  to  the  gentle¬ 
man  from  New  York. 

Mr.  FINO.  First  of  all,  I  want  to  ap¬ 
prise  the  gentleman  from  Texas,  that  I 
made  no  charges  against  any  of  these 
four  houses.  My  concern  is  to  have  all 
of  them  under  this  legislation  have  an 
opportunity  to  compete  so  that  we  have 
equal  opportunity  on  these  participation 
certificates. 

Another  point  that  I  made  was  that  it 
will,  if  adopted,  bring  down  the  cost, 
which  will  help  the  taxpayers. 

Mr.  PATMAN.  In  the  public  interest, 
though,  I  will  state  to  the  gentleman  that 
the  people  in  charge  of  FNMA  are  re¬ 
quired  under  the  law  to  do  what  is  best 
in  the  public  interest.  If  they  believe 
competitive  bidding  in  a  particular  case 
is  best,  they  will  do  it — I  am  sure  they 
will.  But  if  there  are  other  ways  of  do¬ 
ing  it  that  will  be  better  in  serving  the 
public  interest,  they  should  not  be  pro¬ 
hibited  from  following  their  best  judg¬ 
ment  and  discretion  in  that  regard. 

Mr.  Chairman,  I  hope  the  gentleman 
does  not  insist  on  this  severe  limitation 
upon  their  rights  and  privileges  at  a  time 
when  it  is  hard  enough  to  deal  with  these 
people  anyway.  The  fact  that  they  have 
had  certain  brokers — they  have  not  used 
the  same  one  twice,  as  I  understand  it. 
That  is  something  that  is  not  unknown 
in  financial  circles.  For  instance,  there 
are  lots  of  cases  where  they  use  the  same 
broker  over  and  over  again,  in  private 
business  as  well  as  in  government,  de¬ 
pending  upon  the  best  contract  they  can 
get,  in  the  public  interest. 

Mr.  FINO.  Will  the  gentleman  yield 
further? 

Mr.  PATMAN.  I  yield  further  to  the 
gentleman  from  New  York. 

Mr.  FINO.  The  gentleman  has  indi¬ 
cated  that  my  amendment  would  limit 
and  tie  the  hands  of  FNMA.  Now,  that 
is  not  actually  true.  What  I  am  trying 
to  do  through  this  amendment  is  to  ex¬ 
pand  the  authority  and  the  facilities  of 
FNMA  so  they  can  reach  out  to  all  fac¬ 
tors  and  facets  of  this  industry  in  an 
effort  to  try  to  get  competitive  bids. 

And,  if  the  gentleman  from  Texas  will 
yield  further,  insofar  as  saying  that  it  is 
the  responsibility  of  FNMA  to  handle  this 
problem,  it  is  also  the  responsibility  of 
this  Congress  to  make  and  to  give  direc¬ 
tion  and  have  in  the  law  certain  restric¬ 
tions  so  that  they  do  not  go  haywire  and 
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give  preference  to  one  particular  house. 
I  am  trying  to  get  everyone  into  this  act. 

Mr.  PATMAN.  I  have  not  heard  of 
any  one  house  complaining. 

Mr.  FINO.  Why  should  the  houses 
complain? 

Mr.  PATMAN.  If  there  are  no  com¬ 
plaints,  why  act  upon  it?  Upon  what  are 
we  working?  The  gentleman  is  trying  to 
put  them  in  a  strait  jacket.  The  gentle¬ 
man  should  not  want  to  do  that.  Let 
them  have  discretion.  No  one  has  com¬ 
plained  about  this. 

Mr.  FINO.  Mr.  Chairman,  will  the 
gentleman  yield  further? 

Mr.  PATMAN.  I  yield  further  to  the 
gentleman  from  New  Yoi'k. 

Mr.  FINO.  When  the  gentleman  from 
Texas  says  that  no  one  company  has 
complained,  that  is  true,  because  we  only 
gave  them  3  hours  in  which  to  present 
their  case  and  we  never  permitted  nor 
allowed  any  of  the  witnesses  to  come  be¬ 
fore  the  committee  to  express  their  views 
in  opposition. 

Mr.  PATMAN.  The  gentleman  is  mis¬ 
taken  about  that.  We  had  many  wit¬ 
nesses  who  appeared  before  the  com¬ 
mittee  and  testified  on  related  and  sup¬ 
plementary  legislation. 

Mr.  BROCK.  Mr.  Chairman - 

The  CHAIRMAN.  For  what  purpose 
does  the  gentleman  from  Tennessee  [Mr. 
Brock],  a  member  of  the  committee, 
rise? 

Mr.  BROCK.  Mr.  Chairman,  I  move 
to  strike  out  the  last  word. 

The  CHAIRMAN.  The  gentleman  is 
recognized. 

Mr.  BROCK.  Mr.  Chairman,  I  want  to 
point  out  to  the  chairman  that  we  are  not 
by  this  amendment  trying  to  restrict 
anybody.  I  do  not  believe  it  is  the  duty 
of  the  Congress  to  assume  integrity  or 
good  judgment  on  the  part  of  any  Fed¬ 
eral  agency.  I  think  it  is  the  duty  of  the 
Congress  to  meet  its  responsibility  by 
imposing  those  needed  restrictions  which 
will  insure  that  the  duties  and  responsi¬ 
bilities  of  the  Federal  agencies  involved 
here  are  properly  carried  out. 

Mr.  Chairman,  I  can  see  no  possible 
justification  for  refusing  to  allow  or  to 
encourage  and  even  to  insist  on  competi¬ 
tive  bidding. 

Mr.  PATMAN.  Mr.  Chairman,  will  the 
gentleman  yield? 

Mr.  BROCK.  I  yield  to  the  gentleman. 

Mr.  PATMAN.  We  have  had  this 
question  up  in  the  Joint  Economic  Com¬ 
mittee  for  20  years.  This  question  al¬ 
ways  comes  up.  Some  Members  say  we 
should  be  selling  bonds  and  all  Treasury 
issues  at  public  auction.  Other  Members 
say  that  there  should  be  competitive 
bids,  and  other  such  suggestions. 

We  have  always  come  to  the  conclu¬ 
sion  to  my  knowledge  that  we  must  give 
some  discretion  and  some  power  to  the 
administrators  who  administer  the  act 
expecting  them  to  do  what  is  in  the  pub¬ 
lic  interest  and  not  to  restrict  them  to 
any  one  thing  or  a  course  of  action. 
Then  if  they  do  not  perform  their  duties 
well  and  faithfully,  then  the  next  time  a 
bill  like  this  comes  up,  we  can  consider  a 
limitation.  But  since  we  have  gone  along 
so  well  over  the  years  without  really  any 
objections  in  this  respect,  I  do  hope  the 
gentleman  will  not  insist  on  his  amend¬ 
ment. 


Mr.  BROCK.  I  would  point  out  to  the 
gentleman  that  Fannie  Mae  has  yet  to 
permit  competitive  bidding  on  any  of  its 
participation  sales.  To  date  there  have 
only  been  four  brokerage  houses  partici¬ 
pating  and  they  have  participated  on  a 
rotating  basis. 

I  would  like  to  point  out  further  that 
the  gentleman’s  own  Joint  Economic 
Committee  issued  a  report  I  believe  in 
March  of  this  year  in  which  his  own 
committee  spoke  out  against  participa¬ 
tion  sales  and  the  gentleman  signed  the 
report;  is  that  not  correct? 

Mr.  PATMAN.  No,  we  did  not  come 
out  against  it.  We  criticised  some  as¬ 
pects  of  it  in  the  report.  We  wound  up 
by  saying  that  pension  funds  and  trust 
funds  should  be  allowed  to  participate 
in  these  participation  sales  and  we  did 
that,  mailing  a  contribution  to  the  suc¬ 
cess  of  the  participation  sales  act. 

Mr.  BROCK.  The  point  is  that  I  can 
see  no  justification  for  refusing  to  insist 
that  competitive  bidding  be  allowed  in 
this  instance. 

Mr.  PATMAN.  Well,  if  we  had  any 
complaints  that  would  be  a  different  mat¬ 
ter.  But  I  do  not  believe  any  Member 
has  a  complaint  as  to  what  is  being  done. 

Mr.  BROCK.  There  was  no  possi¬ 
bility  of  making  a  complaint  because  the 
Banking  and  Currency  Committee  ma¬ 
jority  refused  to  hear  any  additional  wit¬ 
nesses,  including  those  from  the  Mort¬ 
gage  Bankers  Association. 

Mr.  PATMAN.  But,  of  course,  we 
know  with  all  the  telegrams  that  have 
been  sent  out  and  telephone  .calls  that 
have  been  made. 

Mr.  FINO.  Mr.  Chairman,  will  the 
gentleman  yield? 

Mr.  BROCK.  I  yield  to  the  gentle¬ 
man. 

Mr.  FINO.  I  want  to  ask  the  gentle¬ 
man  from  Texas  [Mr.  Patman],  the 
chairman  of  our  committee,  this  question. 
Would  not  competition  in  underwriting 
these  issues  drive  down  the  costs  of  such 
underwriting?  We  are  concerned  here 
with  the  cost  to  the  taxpayers. 

Mr.  PATMAN.  Sometimes  that  is  true. 

Mr.  FINO.  Does  the  gentleman  from 
Texas  say  that  the  answer  to  my  question 
is  that  it  is  true  that  such  competition 
would  drive  down  the  underwriting  cost? 

Mr.  PATMAN.  Sometimes  it  could  be 
true — but  not  always.  You  see  in  deal¬ 
ing  with  large  issues  running  into  billions 
of  dollars,  you  have  all  kinds  of  questions 
coming  up.  Some  people  say — Well,  is 
the  Government  buying  this?  Is  the  full 
faith  and  credit  of  the  Government  be¬ 
hind  this? 

Mr.  BROCK.  That  has  no  relevance 
to  the  matter  whatsover. 

Mr.  PATMAN.  People  ask — Is  there  a 
Government  guarantee  behind  this? 
How  do  we  get  our  money  in  case  of  a 
default?  There  are  always  questions  like 
these  coming  up.  So  they  say,  let  us  do 
it  by  negotiation.  And  by  negotiating 
or  negotiations  sometimes  you  can  get  a 
better  trade  than  you  can  by  competitive 
bidding.  Where  the  people  in  charge  are 
convinced  that  negotiation  would  be  a 
better  way  to  handle  it,  they  would  be 
allowed  the  privilege  of  doing  it  and,  of 
course,  it  would  be  in  the  public  interest 
always. 


Mr.  BROCK.  We  agree  with  the  de¬ 
sirability  of  competitive  bidding,  of 
course. 

Mr.  FINO.  Mr.  Chairman,  will  the 
gentleman  yield? 

Mr.  BROCK.  I  yield  to  the  gentle¬ 
man. 

Mr.  FINO.  I  would  like  to  ask  the 
gentleman  from  Texas  whether  he  is 
familiar  with  the  incident  involving  the 
SBIC  where  there  was  an  8.5  discount 
on  an  issue  of  the  SBIC. 

Mr.  PATMAN.  I  am  familiar  with 
that  and  I  did  not  like  it  at  all. 

Mr.  FINO.  That  was  negotiated  with 
one  brokerage  house — that  is  the  im¬ 
portant  thing — it  was  negotiated  with 
one  brokerage  house. 

Mr.  PATMAN.  I  did  not  like  that  at 
all.  But  I  do  not  know  of  anyone  who 
can  show  that  a  better  deal  could  have 
been  made. 

Mr.  FINO.  How  would  we  know  that 
unless  competition  was  permitted  by  the 
different  brokerage  houses? 

Mr.  BROCK.  If  I  might  point  this 
out — how  would  we  know  at  any  time 
what  the  best  bid  obtainable  is,  unless 
we  allow  competitors  to  come  in  and  bid. 

If  the  mentioned  brokerage  house  was 
going  to  offer  an  8  V2 -point  discount,  they 
would  have  offered  it  on  a  competitive- 
bid  situation,  as  they  did  when  the  bid 
was  negotiated. 

Mr.  MULTER.  Mr.  Chairman,  I  move 
to  strike  the  last  word. 

The  CHAIRMAN.  The  gentleman 
from  New  York  is  recognized  for  5 
minutes. 

Mr.  MULTER.  It  is  amusing  that 
none  of  the  argument  that  we  are  hear¬ 
ing  today  on  this  amendment  took  place 
during  the  Eisenhower  administration. 
We  have  been  proceeding  with  this 
method  of  disposing  of  securities  of  the 
U.S.  Government  for  many,  many  years, 
and  this  is  the  first  time  that  I  can 
remember  that  anyone  has  come  for¬ 
ward  with  a  proposal  such  as  this. 

Mr.  WIDNALL.  Mr.  Chairman,  will 
the  gentleman  yield? 

Mr.  MULTER.  I  yield  to  the  gentle¬ 
man  from  New  Jersey. 

Mr.  WIDNALL.  This  method  was 
never  used  by  the  Eisenhower  admin¬ 
istration. 

Mr.  MULTER.  Will  the  gentleman 
tell  the  committee  then  how  these  obli¬ 
gations  were  disposed  of  during  the 
Eisenhower  administration? 

Mr.  WIDNALL.  They  were  sold  out¬ 
right,  actual  sales  by  the  agency. 

Mr.  MULTER.  What  difference  does 
it  make  whether  you  sell  them  outright 
or  you  sell  an  interest  in  them.  I  am 
talking  about  the  method  of  sale,  not 
whether  you  sell  the  whole  instrument 
or  an  interest  in  the  instrument. 

Mr.  WIDNALL.  They  are  sold  in  the 
open  market  under  a  program  initiated 
by  the  Eisenhower  administration. 

Mr.  MULTER.  That  is  precisely  what 
will  be  done  here.  They  will  be  sold  in 
the  open  market.  If  you  have  more  than 
one  bidder,  they  will  go  to  the  bidder 
with  the  lowest  cost  and  the  highest 
yield  in  the  best  interests  of  the  U.S. 
Government.  Look  at  what  you  are  try¬ 
ing  to  do.  Just  look  at  the  language  of 
this  amendment. 
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While  the  purpose  may  be  good  in  try¬ 
ing  to  get  the  best  result  for  the  Govern¬ 
ment  in  the  sale  of  these  assets  and  par¬ 
ticipations  therein,  when  you  try  to  do  it 
at  the  lowest  cost  of  selling,  what  you 
have  done — and  listen  to  your  own  lan¬ 
guage — what  you  have  done  here  is  to 
provide  that  when  a  beneficial  interest 
or  participation  is  to  be  underwritten, 
the  contract  shall  be  awarded  only  on  the 
basis  of  competitive  bids.  That  means 
that,  if  there  are  no  competitive  bids, 
you  cannot  sell  them.  Whether  you  in¬ 
tended  that  result  or  not  there  can  be 
no  sale  if  there  is  only  one  bidder.  If 
this  amendment  is  adopted  we  will  never 
be  able  to  dispose  of  these  participation 
interests.  We  will  never  be  able  to  sell* 
an  issue  or  a  part  of  an  issue  unless  we 
get  more  than  one  person  to  bid.  That 
is  what  competitive  bids  mean. 

The  situation  as  it  exists  today  and 
will  exist  if  this  amendment  is  defeated, 
is  that  the  administration  or  FNMA  will 
use  its  discretion.  When  it  can  get  sev¬ 
eral  bidders  to  come  in  and  bid,  it  will 
sell  to  the  lowest  bidder  so  far  as  the 
cost  of  sale  is  concerned,  and  so  far  as 
return  is  concerned,  it  will  go  to  the  high¬ 
est  bidder.  In  that  way  the  Govern¬ 
ment’s  best  interests  will  be  served. 

We  must  leave  this  provision  flexible. 
As  the  chairman  has  stated,  we  must 
leave  this  to  the  discretion  of  those  who 
will  undertake  to  sell  the  obligations. 
When  you  can  bring  the  whole  market 
in  and  have  many  bidders  bid  against 
each  other,  that  is  fine.  The  fact  is  that 
anyone  who  knows  anything  about  the 
way  this  market  operates  and  the  way 
these  sales  are  made  every  day  in  the 
week  in  the  open  market— -if  you  can 
call  it  an  open  market — these  under¬ 
writers  get  together  and  they  agree 
among  themselves  about  what  they  will 
buy  and  on  what  terms.  They  say,  “We 
will  divide  this  up.  I  will  take  10  per¬ 
cent,  you  take  20  percent,  another  par¬ 
ticipant  takes  50  percent,”  and  so  forth. 
If  only  one  bid  comes  in,  then  there  is 
no  competitive  bidding.  Unless  you  de¬ 
vise  some  way  to  stop  that  kind  of  busi¬ 
ness,  you  will  not  get  competitive  bids. 

If  this  language  is  adopted,  you  might 
just  as  well  forget  about  the  bill  and  not 
pass  it.  You  will  not  be  able  to  sell  any  of 
these  assets  or  any  participations 
therein. 

Mr.  FINO.  Mr.  Chairman,  will  the 
gentleman  yield? 

Mr.  MULTER.  I  yield  to  the  gentle¬ 
man  from  New  York. 

Mr.  FINO.  For  a  moment  the  gentle¬ 
man  sounded  like  he  was  supporting  the 
amendment,  and  then  I  lost  him  along 
the  way.  I  wish  to  apprize  the  gentle¬ 
man  that  if  this  amendment  is  adopted, 
you  will  have  and  must  have  competitive 
bidding. 

Mr.  MULTER.  The  gentleman  has 
said - 

Mr.  FINO.  May  I  finish  my  state¬ 
ment? 

Mr.  MULTER.  I  refuse  to  yield  any 
further.  Let  us  stop  right  there.  If 
there  are  no  competitive  bids,  if  there  is 
not  more  than  one  person  to  offer  a  bid, 
there  would  be  no  sale  under  this  lan¬ 
guage.  That  is  what  you  mean  by  com¬ 


petitive  bids.  If  you  insist  that  there 
must  be  competitive  bids  and  there  is 
only  one  bidder,  there  can  be  no  sale. 

Mr.  BROCK.  Mr.  Chairman,  will  the 
gentleman  yield? 

Mr.  MULTER.  I  yield  to  the  gentle¬ 
man  from  Tennessee. 

Mr.  BROCK.  The  amendment  does 
not  say  that. 

Mr.  MULTER.  The  amendment  says 
that  there  must  be  competitive  bidding, 
which  means  that  there  must  be  an  open 
and  competitive  market.  If  only  one  bid 
comes  in,  there  is  no  competition.  The 
language  is:  “Whenever  an  issue  is  to  be 
underwritten,  the  Association,  that  is, 
FNMA,  shall  award  the  contract  on  the 
basis  of  competitive  bids.” 

That  is  the  entire  language.  If  there 
are  no  competitive  bids,  there  can  be  no 
sales.  That  is  what  this  amendment  re¬ 
quires. 

Mr.  BROCK.  Mr.  Chairman,  will  the 
gentleman  yield  further? 

Mr.  MULTER.  Certainly,  I  yield  to 
the  gentleman  from  Tennessee. 

Mr.  BROCK.  It  requires  the  agency 
to  open  bidding  competitively.  If  one 
bid  comes  in,  there  is  nothing  that  pre¬ 
cludes  them  from  accepting  that. 

Mr.  CURTIS.  Mr.  Chairman,  I  rise 
in  support  of  the  amendment,  and  move 
to  strike  the  requisite  number  of  words. 

We  have  been  listening  to  a  very 
strange  colloquy  on  the  part  of  the  ma¬ 
jority  here.  The  manner  in  which  we 
market  Government  bonds  which  are 
under  the  debt  ceiling — and  the  Ways 
and  Means  Committee  has  to  be  con¬ 
cerned  about  it — is  through  a  competi¬ 
tive  bid  process.  It  is  the  open  market 
operation  conducted  by  the  Federal  Re¬ 
serve  Board.  Why  anybody  would  want 
not  to  have  competitive  bidding  for 
these  securities  puzzles  me. 

The  gentleman  from  Texas,  the  chair¬ 
man  of  the  Joint  Economic  Committee — 
another  committee  on  which  I  serve — 
has  rightly  pointed  out  that  we  have 
gone  into  this  aspect  of  the  matter. 

Let  me  carry  it  a  bit  further  to  one  of 
our  subcommittee  on  the  Joint  Commit¬ 
tee  which  deals  in  this  whole  broad  area 
of  Federal  procurement.  One  of  the 
points  this  subcommittee  has  been  driv¬ 
ing  home  is  that  the  Government  gets  a 
better  price  when  we  have  competitive 
bidding.  The  only  time  we  have  nego¬ 
tiated  bidding  is  when,  by  the  very  na¬ 
ture  of  the  contract-rwhere  you  may  be 
procuring  a  submarine  or  something 
very  technical — we  go  to  negotiated  bid¬ 
ding.  That  is  the  only  time  we  do  so. 

Even  on  these  negotiated  biddings,  we 
have  been  developing  a  process  of  break¬ 
ing  out  of  the  primary  contract  areas, 
subcontracts  where  we  may  have  com¬ 
petitive  bidding. 

I  served  with  my  good  friend  from 
Texas,  who  chaired  for  many  years  the 
Small  Business  Committee.  There  we 
were  able  to  establish  finally  the  point 
that,  as  competitive  bidding  is  used,  the 
participation  of  small  business  increases, 
and,  as  competitive  bidding  is  used,  the 
Government  gets  a  better  price. 

I  served  with  my  good  friend  from 
Texas  in  the  82d  Congress  on  the  Small 
Businesss  Committee. 


It  is  shocking  to  me  to  have  this  ar¬ 
gument  develop  here.  Surely  we  want 
to  have  competitive  bidding  in  this  area, 
just  as  we  have  developed  it  over  a  period 
of  years  through  the  open  market  proc¬ 
ess,  where  the  Federal  Reserve  System 
has  the  responsibility  of  assisting  the 
Treasury  Department  in  creating  a  good 
market  for  Government  securities. 

Mr.  MULTER.  Mr.  Chairman,  will  the 
gentleman  yield? 

Mr.  CURTIS.  I  yield  to  the  gentleman 
from  New  York. 

Mr.  MULTER.  Mr.  Chairman,  all  I 
am  arguing  for  is  that  we  do  precisely 
the  same  as  you  are  advocating,  which  is 
the  proper  procedure  for  the  disposition 
of  other  Government  securities.  This 
will  limit  it  to  a  competitive  bidding.  If 
there  is  no  competitive  bidding,  there 
will  be  no  sale. 

Mr.  CURTIS.  There  should  not  be. 
Let  me  make  this  point.  If  we  have  only 
one  bidder  there  should  not  be  a  sale. 
There  is  something  wrong.  We  should 
withdraw  it  and  get  it  in  proper  order,  if 
all  we  have  is  one  person  to  bid. 

Mr.  MULTER.  The  fact  of  the  matter 
is  that  whenever  a  Government  issue  is 
offered  on  the  market,  and  there  is  only 
one  bidder,  Government  is  not  required 
by  law  to  say  we  will  not  sell.  We  sell, 
unless  we  withdraw  because  the  price  is 
too  high,  or  it  is  going  to  result  in  too 
small  a  return. 

But  the  law  vests  discretion  in  the  ex¬ 
ecutive  departments.  The  gentleman 
cannot  point  to  a  single  statute  which 
binds  the  hands  of  the  open  market  com¬ 
mittee  to  competitive  bidding.  They  can 
do  it  by  competitive  bidding.  They  can 
take  one  bid,  if  that  is  all  that  comes  in, 
or  they  can  negotiate.  That  is  all  we  do 
here. 

Mr.  CURTIS.  If  the  Open  Market 
Committee  had  not  established  it  over  a 
period  of  years,  this  common  custom, 
where  they  do  use  competitive  bidding,  I 
would  say  we  would  need  to  do  it  by 
statute. 

We  are  coming  in  here  with  something 
new.  Believe  me,  there  is  no  reason  why 
we  could  not  state  in  statute  form  what 
the  Open  Market  Committee  actually 
does  do. 

Mr.  McCORMACK.  Mr.  Chairman, 
will  the  gentleman  yield? 

Mr.  CURTIS.  I  yield  to  the  gentle¬ 
man. 

Mr.  McCORMACK.  I  am  interested 
in  having  the  views  of  the  gentleman 
from  Missouri,  following  his  statement 
that  with  one  bid  there  would  not  be  a. 
competitive  market,  concerning  the  situ¬ 
ation  which  might  occur.  What  would 
stop  two  or  three  or  four  or  five  from 
getting  together  among  themselves? 
We  know  that  happens. 

Mr.  CURTIS.  They  sometimes  do. 

Mr.  McCORMACK.  There  is  nothing 
unusual  about  that,  in  private  business. 
Then  one  man  submits  the  bid.  Where 
would  we  be  then?  Behind  one  bid,  we 
know,  there  might  be  a  combination  of 
persons  operating  or  cooperating  to¬ 
gether. 

Mr.  CURTIS.  I  might  say  to  the 
Speaker,  he  is  absolutely  right.  That  is 
also  public  information.  If  it  is  known 
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that  kind  of  process  has  been  employed 
to  defeat  the  purpose  of  competitive  bid¬ 
ding  I  would  tend  to  withdraw  the  re¬ 
quest  for  bid,  if  I  were  the  Secretary  of 
the  Treasury. 

Mr.  ARENDS.  Mr.  Chairman,  will  the 
gentleman  yield? 

Mr.  CURTIS.  I  yield  to  the  gentle¬ 
man. 

Mr.  ARENDS.  Do  not  the  antitrust 
laws  take  care  of  such  things  as  the  gen¬ 
tleman  mentioned? 

Mr.  CURTIS.  They  could,  all  right. 

Mr.  PATMAN.  Mr.  Chairman,  I  be¬ 
lieve  we  have  discussed  this  for  a  long 
time.  I  ask  for  a  vote. 

The  CHAIRMAN.  The  question  is  on 
the  amendment  offered  by  the  gentleman 
from  New  York  [Mr.  FxnoI. 

Mr.  FINO.  Mr.  Chairman,  I  demand 
tellers. 

Tellers  were  ordered,  and  the  Chair¬ 
man  appointed  as  tellers  Mr.  Fino  and 
Mr.  Mttlter. 

The  Committee  divided,  and  the  tellers 
reported  that  there  were — ayes  88,  noes 
95. 

So  the  amendment  was  rejected. 

AMENDMENT  OFFERED  BY  MR.  WIDNALL 

Mr.  WIDNALL.  Mr.  Chairman,  I  offer 
an  amendment. 

The  Clerk  read  as  follows: 

Amendment  offered  by  Mr.  Widnall:  On 
page  4,  line  14,  immediately  after  “as  the 
direct  sale’’  insert  "with  recourse”. 

Mr.  WIDNALL.  Mr.  Chairman,  a 
committee  amendment  appearing  on 
page  3,  line  9  of  the  bill,  changes  the 
word  “may”  to  “shall.”  This  change  was 
agreed  to  by  the  administration  wit¬ 
nesses  testifying  on  the  bill. 

The  purpose  of  the  change  was  to  re¬ 
quire  by  statute  that  an  agency  pooling 
loans  with  FNMA  be  required  to  guar¬ 
antee  the  loans  so  pooled.  The  effect  of 
the  amendment  is  that  guaranteed  loans 
be  included  in  the  authorized  limit  for 
the  agency’s  lending  activity. 

Unfortunately,  the  committee  acted 
with  such  speed  in  its  brief  executive 
session  that  a  necessary  conforming 
change  was  not  made  in  another  sentence 
of  the  bill  to  give  real  meaning  to  chang¬ 
ing  the  guaranty  requirement  from  a 
permissive  to  a  mandatory  basis. 

The  amendment  I  propose  will  make 
this  necessary  conforming  change  by 
making  clear  that  the  sales  we  are  talk¬ 
ing  of  are  sales  “with  recourse”  which 
corresponds  to  the  mandatory  require¬ 
ment  that  loans  pooled  by  an  agency  be 
guaranteed  by  an  agency  which,  of 
course,  means  that  the  loans  so  pooled 
are  pooled  “with  recourse.” 

Mr.  PATMAN.  Mr.  Chairman,  will 
the  gentleman  yield? 

Mr.  WIDNALL.  I  yield  to  the  gentle¬ 
man  from  Texas. 

Mr.  PATMAN.  Mr.  Chairman,  we  are 
willing  to  accept  the  amendment.  It 
conforms  to  the  whole  intent. 

The  CHAIRMAN.  The  question  is  on 
the  amendment  offered  by  the  gentleman 
from  New  Jersey  [Mr.  Widnall], 

The  amendment  was  agreed  to. 

AMENDMENT  OFFERED  BY  MR.  BROCK 

Mr.  BROCK.  Mr.  Chairman,  I  offer 
an  amendment. 


The  Clerk  read  as  follows : 

Amendment  offered  by  Mr.  Brock:  On 
page  7,  immediately  after  line  6,  insert: 

"(6)  No  beneficial  interest  or  participation 
may  be  issued  pursuant  to  this  subsection 
after  the  enactment  of  this  paragraph  bear¬ 
ing  an  interest  rate  in  excess  of  one-half  of 
one  percentage  point  above  the  4  % -percent 
maximum  interest  rate  specified  for  long¬ 
term  bonds  of  the  United  States  in  the  first 
section  of  the  Second  Liberty  Bond  Act  (31 
U.S.C.  752).” 

Mr.  BROCK.  Mr.  Chairman,  this  is 
an  amendment  against  high  interest 
rates.  Those  who  are  against  high  in¬ 
terest  rates  should  support  it.  Those 
who  are  for  high  interest  rates  should 
vote  against  it.  The  issue  is  that  simple. 

The  interest  rate  ceiling  that  this 
amendment  would  place  on  participa¬ 
tions  sold  after  the  passage  of  this  act 
would  be  geared  to  the  existing  4% -per¬ 
cent  ceiling  on  long-term  Treasury  bonds 
that  is  imposed  by  the  Second  Liberty 
Bond  Act. 

All  are  in  agreement  that  participa¬ 
tion  financing  is  more  expensive  than 
Treasury  financing.  The  Treasury 
claims  the  additional  cost  approximates 
i/4  percent  to  %  percent.  In  the  present 
market,  on  the  basis  of  participations 
recently  sold  by  both  Export-Import 
Bank  and  FNMA,  the  additional  cost  has 
amounted  to  as  much  as  V2  percent  to 
%  percent. 

The  amendment  would  recognize  this 
demonstrated  rate  differential  and  estab¬ 
lish  a  maximum  interest  rate  ceiling  on 
participations  to  be  sold.  This  ceiling 
could  not  exceed  4%  percent  which  is 
one-half  percent  more  than  the  statutory 
4  V4  percent  ceiling  applicable  to  long¬ 
term  Treasury  bonds. 

This  amendment  would  not  kill  the 
participation  program.  To  date,  FNMA 
has  sold  four  issues  of  participation. 
The  first  of  three  issues  aggregating  $1.2 
billion  all  were  sold  with  rates  under  the 
4%  percent  rate  ceiling  which  the 
amendment  would  establish.  The  rates 
for  the  first  three  issues  varied  from  4y8 
percent  to  4.70  percent.  It  is  only  the 
last  issue — the  $410  million  offering  on 
March  16,  1966 — that  would  have  been 
barred  by  the  amendment.  Rates  on 
this  last  issue  ranged  from  5.25  percent 
to  5.50  percent  depending  on  maturity  of 
the  participations  sold. 

When  we  are  in  a  money  market  so 
tight  that  a  rate  of  5.50  percent  must  be 
paid  on  what  in  effect  is  U.S.  Govern¬ 
ment  credit,  there  ought  to  be  a  rate  ceil¬ 
ing  temporarily  staying  such  financing. 
The  amendment  would  do  just  that.  It 
would  effectively  postpone  operation  of 
the  program  in  periods  of  extremely 
tight  monetary  stringency  such  as  exists 
at  the  present  time. 

As  I  have  said,  those  who  are  against 
high  interest  rates  should  vote  for  the 
amendment. 

I  urge  the  adoption  of  the  amend¬ 
ment. 

Mr.  PATMAN.  Mr.  Chairman,  I  rise 
in  opposition  to  the  amendment  which 
has  been  offered  by  the  gentleman  from 
Tennessee  [Mr.  Brock]. 

Mr.  Chairman,  this  amendment,  if 
adopted  would  effectively  kill  the  bill. 


I  am  not  in  favor  of  high  interest  rates. 
I  am  in  favor  of  reasonable  rates.  We 
have  to  be  realistic.  We  do  not  fix  the 
market  on  interest  rates.  That  is  fixed 
by  the  Federal  Reserve.  I  do  not  like 
the  way  in  which  the  Federal  Reserve 
has  acted  with  respect  to  this  matter, 
but  what  can  we  do  about  it. 

Mr.  BOGGS.  Mr.  Chairman,  will  the 
gentleman  yield? 

Mr.  PATMAN.  I  yield  to  the  gentle¬ 
man  from  Louisiana. 

Mr.  BOGGS.  The  gentleman  from 
Texas  certainly  does  not  have  to  defend 
his  stand  insofar  as  interest  rates  in  this 
country  are  concerned;  is  that  not  so? 

Mr.  PATMAN.  Yes,  sir;  that  is  ex¬ 
actly  right. 

Mr.  BOGGS.  Mr.  Chairman,  if  the 
gentleman  will  yield  further,  is  it  not 
further  so  that  if  this  amendment  is 
adopted  it  would  put  a  limitation  upon 
the  disposition  of  the  securities  and  the 
effort  thereof  would  be  to  substantially 
kill  the  bill? 

Mr.  PATMAN.  It  certainly  would  and 
it  will  deny  the  small  businessman  op¬ 
portunities  to  obtain  loans  which  other¬ 
wise  he  would  be  permitted  to  obtain 
under  this  bill.  It  would  deny  small 
towns  of  the  opportunity  to  obtain  fa¬ 
cilities  loans. 

Mr.  Chairman,  if  we  are  going  to  vote 
for  big  cities,  this  is  the  only  opportu¬ 
nity  we  will  have  to  make  a  gesture  to¬ 
ward  helping  the  small  towns  of  the 
country. 

We  have  a  health  problem  in  small 
towns  involving  water  and  sewer  and 
sanitation  facilities  of  all  kinds.  That 
can  be  helped  under  this  bill,  but  the 
bill  will  be  killed  with  this  amendment 
in  it.  So  why  shoud  we  take  advantage 
of  the  small  towns  and  small  business 
and  housing  and  veterans — this  would 
hurt  the  veterans — it  will  hurt  everybody 
who  is  small — including  the  small  towns. 

I  hope  the  gentleman  will  not  insist  on 
this  amendment.  It  is  just  utterly  dev¬ 
astating.  He  states  here: 

More  than  one-quarter  of  one  percent 
above  the  four  and  one-quarter  percent  rate. 

I  guess  the  gentleman  has  in  mind  the 
long-term  Government  bonds.  But  he 
does  not  say  so.  I  will  say  to  the  gen¬ 
tleman,  the  amendment  is  very  loosely 
drawn.  If  the  gentleman  wants  to 
specify  the  short-term  rate,  it  could  be 
indefinite — the  short- term  rate  right  now 
is  higher  than  what  he  would  permit  us 
to  sell  these  securities  for.  So  far  as 
the  short-term  rate  is  concerned,  this 
amendment  is  devastating  and  destruc¬ 
tive  and  it  is  certainly  not  in  the  public 
interest  or  in  the  interest  of  this  bill. 

I  hope  the  gentleman  will  not  insist 
on  his  amendment.  It  is  just  not  right. 
It  would  be  destructive  so  far  as  the  lit¬ 
tle  people  and  the  poor  people  are  con¬ 
cerned  and  the  small  towns. 

Mr.  BROCK.  Mr.  Chairman,  will  the 
gentleman  yield? 

Mr.  PATMAN.  I  yield  to  the  gentle¬ 
man. 

Mr.  BROCK.  I  am  somewhat  inter¬ 
ested  in  the  chairman’s  definition  of 
what  is  destructive  to  people  such  as 
farmers,  veterans,  and  small  towns. 


May  18,  1966  CONGRESSIONAL  RECORD  — HOUSE  10393 


These  are  the  very  people  who  are  virtu¬ 
ally  cnicified  by  high  interest  rates. 
This  amendment  is  not  offered  in  an  ef¬ 
fort  to  kill  the  bill.  It  is  offered  in  an 
effort  to  keep  Fannie  Mae  from  destroy¬ 
ing  this  money  market  at  a  time  when 
conditions  are  stringent  and  when  money 
is  in  short  supply.  When  you  sell  $4  bil¬ 
lion  worth  of  these  participations  in  the 
market,  this  sale  is  going  to  drive  inter¬ 
est  rates  up.  That  is  what  is  destroying 
the  small  businessman. 

Mr.  PATMAN.  I  will  say  to  the  gen¬ 
tleman,  this  could  be  labeled  a  big  bank¬ 
ers’  bill.  This  amendment  could  be 
called  a  bankers’  bonus  amendment. 

Mr.  BROCK.  I  am  amazed  to  hear 
the  gentleman  say  that  the  bill  is  a  big 
bankers’  bill,  but  the  amendment  would 
limit  interest  costs  to  small  borrow¬ 
ers.  Does  the  gentleman  deny  the  state¬ 
ment  I  made? 

Mr.  PATMAN.  If  you  stop  them  from 
selling  long-term  Government  bonds, 
which  this  would,  to  carry  this  into  ef¬ 
fect,  then  they  would  have  to  go  into 
short  terms  and  the  big  bankers  could 
get  10  percent  on  the  short  term.  They 
are  not  even  restricted.  Does  the  gen¬ 
tleman  want  to  do  that?  Does  he  want 
to  restrict  them  on  long  terms  only  and 
no  restriction  on  the  short  terms? 

Mr.  MULTER.  Mr.  Chairman,  will 
the  gentleman  yield? 

Mr.  PATMAN.  I  yield  to  the  gentle¬ 
man. 

Mr.  MULTER.  I  would  like  to  make 
this  point. 

If  this  amendment  prevails,  we  could 
not  sell  any  of  these  obligations  in  to¬ 
day’s  market. 

Today’s  Wall  Street  Journal  quotes 
the  yield  on  U.S.  Treasury  bonds  as  $4.91. 

Here  is  an  advertisement  for  obliga¬ 
tions  of  the  Federal  Home  Loan  Banks — 
this  is  in  today’s  paper — 5.55  percent  is 
the  yield. 

Here  is  another  advertisement  in  the 
Wall  Street  Journal  of  today  by  one  of 
the  national  banks  advertising  a  5M>  -per¬ 
cent  return. 

Now  how  are  we  going  to  meet  that 
kind  of  competition  if  we  limit  this  as 
this  amendment  would? 

Mr.  Chairman,  this  amendment  should 
be  defeated. 

Mr.  BROCK.  Mr.  Chairman,  will  the 
gentleman  yield? 

Mr.  PATMAN.  I  yield  to  the  gentle¬ 
man. 

Mr.  BROCK.  The  gentleman  from 
New  York  has  just  made  my  case  for  me. 
The  gentleman  is  absolutely  correct.  We 
should  not  be  selling  these  bonds. 

Mr.  PATMAN.  Mr.  Chairman,  the 
gentleman  has  had  his  say  and  I  have 
had  mine.  Let  us  have  a  vote  on  the 
amendment. 

Mr.  JONAS.  Mr.  Chairman,  I  move  to 
strike  out  the  last  word. 

Mr.  Chairman,  I  do  not  want  to  hold 
up  any  vote,  but  I  do  not  want  to  have 
the  vote  come  now  with  the  comment  of 
the  gentleman  from  Texas  being  the  last 
word  on  this  subject.  The  very  idea  of 
calling  this  amendment  a  bonanza  for 
bankers  when  the  apparent  purpose  and 
objective  sought  to  be  attained  by  the 
original  bill  would  be  such  a  bonanza. 
The  only  people  I  know  who  will  benefit 


from  this  bill,  if  it  is  passed,  are  the 
bankers,  the  institutional  investors  and 
the  big  people  in  this  country.  This  bill 
operates  directly  to  the  detriment  of 
the  small  people  of  this  country,  and 
the  small  homeowners,  and  the  people 
who  are  seeking  to  acquire  homes  as 
well  as  against  the  small  towns  and 
villages. 

We  have  ongoing  programs  providing 
now  financial  help  to  enable  small  towns 
to  put  in  water  systems  and  sewer  sys¬ 
tems.  We  do  not  need  this  bill  for  that 
purpose.  This  is  a  bill  that  would  tax 
the  little  people  all  over  the  country  and 
subsidize  the  interest  rates  for  the  in¬ 
vestors  of  the  country  who  enjoy  high 
interest  rates  which  will  flow  following 
the  adoption  of  this  bill. 

What  the  amendment  will  do  is  to 
operate  in  exactly  the  opposite  direction 
from  that.  This  amendment  will  be 
opposed  by  the  bankers  and  all  the  people 
who  would  like  to  buy  these  participa¬ 
tion  certificates. 

Mr.  GERALD  R.  FORD.  Mr.  Chair¬ 
man,  will  the  gentleman  yield? 

Mr.  BROCK.  I  yield  to  the  gentleman 
from  Michigan,  the  minority  leader. 

Mr.  GERALD  R.  FORD.  Mr.  Chair¬ 
man,  I  never  thought  I  would  see  the 
day  that  the  distinguished  gentleman 
from  Texas  [Mr.  Patman]  would  favor 
higher  interest  rates.  I  never  thought 
I  would  see  the  day  that  he  would  be 
against  competition  in  the  sale  of  Gov¬ 
ernment  securities.  I  am  amazed  to  see 
the  gentleman  converted  to  positions 
different  from  what  he  has  advocated 
previously. 

Now,  let  me  say  this:  This  provision, 
as  I  understand  it,  as  it  was  clearly  set 
forth  by  the  gentleman  from  Tennessee 
and  amplified  by  the  gentleman  from 
North  Carolina,  would  seek  to  keep  a 
ceiling  on  interest  rates.  It  would  pre¬ 
clude  the  large  bankers  from  the  major 
metropolitan  cities  from  having  a  bo¬ 
nanza.  I  do  not  see  how  anyone  on  that 
side  of  the  aisle  or  on  this  side  of  the  aisle 
could  possibly  oppose  this  amendment. 
If  you  oppose  it,  you  are  a  high-interest 
man.  If  you  are  for  it,  you  are  a  low- 
interest  man.  Apparently  the  Demo¬ 
crats  are  for  high-interest  rates. 

Mr.  PATMAN.  Mr.  Chairman,  will 
the  gentleman  yield? 

Mr.  GERALD  R.  FORD.  I  yield  to  the 
gentleman  from  Texas. 

Mr.  PATMAN.  The  amendment  refers 
to  the  Second  Liberty  Loan  Act.  That 
applies  only  to  long-term  Government 
loans.  That  is  a  public  debt.  If  you  re¬ 
strict  them  to  where  they  cannot  sell  the 
obligations  under  long-term  notes,  then 
they  have  to  go  to  a  short  term.  If  they 
go  to  a  short  term,  there  is  no  restric¬ 
tion  on  the  rate.  That  is  what  they 
want.  They  want  to  compel  us  to  go  into 
the  short-term  market,  where  the  in¬ 
terest  rates  could  be  6  percent,  7  percent, 
8  percent,  9  percent,  and  10  percent. 
This  would  compel  us  to  go  into  that 
short-term  rate,  which  would  be  against 
the  public  interest. 

I  hope  the  gentleman  will  not  insist  on 
his  amendment. 

Mr.  BROCK.  Mr.  Chairman,  will  the 
gentleman  yield? 


Mr.  GERALD  R.  FORD.  I  yield  to 
the  gentleman  from  Tennessee. 

Mr.  BROCK.  The  chairman  is  mis¬ 
informed  on  the  amendment.  It  has 
nothing  to  do  with  short-  and  long-term 
markets.  The  bill  relates  to  the  Liberty 
Bond  Act  because  it  relates  to  ceiling  on 
long-term  debt  interest  rates,  and  inso¬ 
far  aS  this  bill  is  concerned,  it  limits 
short-  and  long-term  loans  to  4%  per¬ 
cent.  It  does  not  say  that  we  have  to 
go  to  one  market  or  another.  It  is  a 
simple  device  to  limit  the  amount  of  in¬ 
terest  to  be  paid  on  these  participations. 

Mr.  JONAS.  Mr.  Chairman,  will  the 
gentleman  yield? 

Mr.  GERALD  R.  FORD.  I  yield  to 
the  gentleman  from  North  Cai'olina. 

My.  JONAS.  Mr.  Chairman,  I  do  not 
blame  anyone  who  is  in  favor  of  high 
interest  rates  for  opposing  this  amend¬ 
ment.  I  am  opposed  to  constantly  in¬ 
creasing  high  interest  rates,  and  I  there¬ 
fore  support  the  amendment  of  the  gen¬ 
tleman  from  Tennessee. 

Mr.  CURTIS.  Mr.  Chairman,  I  rise  in 
support  of  the  amendment. 

The ,  CHAIRMAN.  The  gentleman 
from  Missouri  is  recognized  for  5  minutes. 

Mr.  CURTIS.  I  think  we  have  before 
us  an  amendment  which  demonstrates 
what  I  said  yesterday  was  the  sham  of 
this  proposal  that  the  House  is  now  con¬ 
sidering.  The  remarks  of  the  gentleman 
from  Texas  about  the  difficulties  that 
would  be  imposed  in  a  proper  marketing 
of  these  securities  by  having  an  interest 
ceiling  on  it  have  a  great  deal  of  merit. 
But  the  gentleman  from  Texas  an¬ 
nounced  yesterday  that  he  had  100  votes 
on  the  Democratic  side  who  would  resist 
the  repeal  of  the  4%  -percent  interest 
ceiling  on  long-term  Government  bonds, 
that  which  is  referred  to  in  this  amend¬ 
ment.  Those  are  bonds  that  are  over  5 
years  in  maturity. 

It  is  true  that  in  the  past  few  months 
we  have  been  unable  to  market  any  long¬ 
term  securities.  The  interest  ceiling  has 
disrupted  the  proper  management  of  the 
Federal  debt.  It  has,  indeed,  done  the 
very  thing  which  the  gentleman  from 
Texas  said  would  occur.  It  has  forced 
the  Federal  Government  to  move  into 
short-term  bills  and  notes  paying  higher 
interest  and,  I  might  say,  the  more  you 
get  into  the  90-day  bill  area,  the  more 
near  money  you  are  producing  and  actu¬ 
ally  translating  inflationary  forces  that 
exist  in  our  society  into  price  increases. 

You  cannot  have  it  both  days,  my  good 
friends  on  the  Democratic  side.  You 
cannot  argue  against  the  ceiling  that  is 
being  imposed  on  these  securities,  which 
is  a  more  liberal  ceiling  than  that  which 
you  have  imposed  on  our  big  Federal  debt 
of  some  $300  billion.  This  ceiling  here 
proposed  is  more  liberal.  It  will  disrupt 
the  market  less  than  the  4  y2 -percent 
ceiling  that  is  imposed  on  the  present 
Federal  debt. 

If  the  Democratic  Party  wants  to  be  a 
responsible  party — and  this  administra¬ 
tion  wants  to  be  responsible — and  I  use 
that  word  advisedly — you  have  got  to 
come  in  here  forthrightly  and  admit  that 
your  policies  have  created  a  situation  in 
which  the  marketplace  is  demanding 
higher  interest  rates. 
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It  is  because  of  the  high  interest  rates 
that  the  Treasury  is  prevented  from  an 
orderly  marketing  of  Government  secu¬ 
rities.  This  is  one  reason  I  have  sug¬ 
gested  the  bill  before  us  is  a  sham.  It  is 
simply  trying  to  avoid  facing  up  to  re¬ 
moving  the  interest  ceiling  on  long-term 
bonds  by  leaving  the  door  wide  open  in 
the  area  of  approximately  $10  billion  of 
securities,  where,  if  the  market  demands 
it,  interest  becomes  6  percent.  We  will 
allow  the  Government  to  pay  this  high 
rate. 

Vote  as  you  just  did,  as  a  party,  on  an 
issue  that  should  not  be  a  party  issue. 
Disregard  the  arguments  that  many  of 
the  Democrat  Members  know  in  their 
hearts  are  accurate.  Disregard  them 
and  play  politics  with  the  future  of  our 
country. 

Mr.  HANNA.  Mr.  Chairman,  I  move 
to  strike  the  requisite  number  of  words. 

Mr.  Chairman,  I  make  just  one  com¬ 
ment  to  the  Democratic  side.  What  we 
have  just  witnessed  is  an  attempt  on 
the  part  of  the  Republicans  to  control 
the  free  market.  They  are  trying  to 
confuse  the  minds  of  Members  as  to  how 
we  affect  the  interest  rate  when  we  are 
borrowing  money  as  against  the  interest 
rate  of  the  market  when  there  is  bidding 
on  something  we  are  trying  to  sell.  I  do 
not  think  they  will  confuse  the  Members. 

I  think  we  know  what  we  are  voting  for. 

I  suggest  we  defeat  the  amendment. 

The  CHAIRMAN.  The  question  is  on 
the  amendment  offered  by  the  gentle¬ 
man  from  Tennessee  [Mr.  Brock], 

The  question  was  taken;  and  on  a 
division  (demanded  by  Mr.  Brock)  there 
were — ayes  55,  noes  89. 

Mr.  BROCK.  Mr.  Chairman,  I  de¬ 
mand  tellers. 

Tellers  were  ordered,  and  the  Chair¬ 
man  appointed  as  tellers  Mr.  Brock  and 
Mr.  Multer. 

The  Committee  again  divided,  and  the 
tellers  reported  that  there  were — ayes 
90,  noes  90. 

So  the  amendment  was  rejected. 

Mr.  PATMAN.  Mr.  Chairman,  I  ask 
unanimous  consent  that  the  bill  be  con¬ 
sidered  as  read  and  open  to  amend¬ 
ment  at  any  point  and  subject  to  a 
point  of  order  at  any  point. 

The  CHAIRMAN.  Is  there  objection 
to  the  request  of  the  gentleman  from 
Texas? 

Mr.  WIDNALL.  Mr.  Chairman,  I  ob¬ 
ject. 

The  CHAIRMAN.  Objection  is  heard. 

AMENDMENT  OFFERED  BY  MR.  FINO 

Mr.  PINO.  Mr.  Chairman,  I  offer  an 
amendment. 

The  Clerk  read  as  follows : 

Amendment  offered  by  Mr.  Pino:  On  page  7, 
insert  the  following  immediately  after  line  6 : 

"(6)  Certificates  of  beneficial  interest  or 
participation  shall  be  offered  in  denomina¬ 
tions  of  $100,  $500  and  $1,000,  and  in  whole- 
number  multiples  of  $1,000.  No  minimum 
subscription  other  than  $100  may  be  pre¬ 
scribed  with  respect  to  any  issue  of  bene¬ 
ficial  interests  or  participations  under  this 
subsection.” 

Mr.  FINO.  Mr.  Chairman,  I  ask 
unanimous  consent  to  proceed  for  an  ad¬ 
ditional  5  minutes. 

The  CHAIRMAN.  Is  there  an  objec¬ 
tion  to  the  request  of  the  gentleman  from 
New  York? 

Mr.  PATMAN.  Mr.  Chairman,  may 


we  have  an  understanding  that  we  re¬ 
strict  the  discussion  under  this  bill  to  20 
minutes?  I  ask  unanimous  consent  that 
we  do. 

The  CHAIRMAN.  The  Chair  will  ad¬ 
vise  the  gentleman  from  Texas  that  the 
remainder  of  the  bill  has  not  yet  been 
read. 

Mr.  PATMAN.  I  ’  mean  that  this 
amendment  be  restricted  to  20  minutes. 
Let  the  gentleman  from  New  York  have 
10  minutes. 

Mr.  OTTINGER.  Mr.  Chairman,  re¬ 
serving  the  right  to  object,  I  have  an 
amendment  to  this  amendment.  Would 
the  Chair  advise  me  when  that  would  be 
in  order? 

The  CHAIRMAN.  After  the  gentle¬ 
man  from  New  York  [Mr.  Fino]  con¬ 
cludes  his  remarks  it  would  be  in  order. 

Mr.  OTTINGER.  And  would  the  time 
reservation  apply  to  my  amendment,  as 
well  as  to  Mr.  Fino’s  amendment? 

The  CHAIRMAN.  The  Chair  under¬ 
stood  the  request  on  the  restriction  of 
time  to  be  on  the  pending  amendment 
and  amendments  thereto  and  that  the 
time  close  in  20  minutes.  Therefore,  it 
would  apply  to  the  gentleman’s  amend¬ 
ment. 

Mr.  GERALD  R.  FORD.  Mr.  Chair¬ 
man,  a  parliamentary  inquiry. 

The  CHAIRMAN.  The  gentleman  will 
state  his  parliamentary  inquiry. 

Mr.  GERALD  R.  FORD.  Did  I  under¬ 
stand  the  gentleman  from  New  York  who 
offered  the  amendment,  Mr.  Fino,  was 
given  permission  to  proceed  for  5  addi¬ 
tional  minutes? 

Mr.  PATMAN.  Not  yet.  We  will  not 
object  to  it  if  we  can  restrict  the  time  to 
20  minutes. 

The  CHAIRMAN.  The  request  of  the 
gentleman  from  New  York  [Mr.  Fino! 
to  proceed  for  an  additional  5  minutes  is 
pending  under  what  the  Chair  considered 
to  be  a  reservation  by  both  the  gentleman 
from  Texas  and  the  gentleman  from  New 
York  [Mr.  Ottinger]. 

Mr.  GERALD  R.  FORD.  A  further 
parliamentary  inquiry,  Mr.  Chairman. 
Under  the  gentleman  from  Texas’  re¬ 
quest  does  he  include  the  10  minutes  of 
the  gentleman  from  New  York  [Mr. 
Fino] ? 

Mr.  PATMAN.  Yes. 

Mr.  OTTINGER.  Mr.  Chairman,  I  ob¬ 
ject. 

Mr.  PATMAN.  Mr.  Chairman,  I  ask 
unanimous  consent  that  the  time  be  re¬ 
stricted  to  25  minutes  and  5  minutes  be 
given  to  the  gentleman  from  New  York 
[Mr.  Ottinger], 

The  CHAIRMAN.  Is  there  objection 
to  the  request  of  the  gentleman  from 
Texas? 

There  was  no  objection. 

The  CHAIRMAN.  The  gentleman 
from  New  York  [Mr.  Fino]  is  recognized 
for  10  minutes  on  his  amendment. 

Mr.  FINO.  Mr.  Chairman,  this 
amendment  would  require  participation 
certificates  to  be  issued  in  denomina¬ 
tions  of  $100,  $500,  $1,000  and  multiples 
of  $1,000  instead  of  in  denominations  of 
$5,000  and  up  as  proposed.  The  purpose 
of  my  amendment  is  very  simple.  I 
know  that  the  administration  wants  to 
reserve  the  windfall  of  bl/2  percent  in¬ 
terest  for  the  fat-cat  investors.  That  is 
why  they  are  trying  to  keep  the  mini¬ 
mum  denomination  at  a  level  above 


$1,000.  My  amendment  would  let  the 
little  guy  in  the  street,  the  investor  with 
only  a  few  hundred  dollars,  share  in  this 
windfall. 

I  Lave  already  mentioned,  during  gen¬ 
eral  debate,  the  reason  why  the  adminis¬ 
tration  is  going  to  pay  these  outrageously 
high  interest  rates.  They  could  borrow 
the  money  more  cheaply  by  borrowing 
through  the  Treasury,  but  that  would 
not  produce  receipts  that  were  good  for 
budget  trickery.  You  need  private  re¬ 
ceipts  for  budget  trickery,  and  the  ad¬ 
ministration  will  pay  any  necessary  rate 
to  get  them.  Of  course,  the  rate  they  pay 
is  highest  in  a  year  just  like  this  one, 
where  inflation  is  rampant,  but  what 
else  can  we  expect  a  program  which, 
by  its  very  political  nature,  will  be  selling 
participations  in  inflationary,  budget 
deficit  years? 

Now  you  might  imagine  that  fiscal  and 
monetary  trickery  like  this  would  in¬ 
voke  the  condemnation  of  the  fat-cat  in¬ 
vestors  who  are  always  talking  about 
sound  economic  policies.  They  are 
strangely  silent  instead.  Why?  Because 
they  are  getting  a  windfall.  The  Presi¬ 
dent’s  program  is  a  multimillion-dollar 
windfall  for  the  fat-cat  investors  of 
America.  This  is  because  only  the  fat 
cats  can  scrape  together  enough  money 
to  meet  the  dollar  requirements  of  a 
$5,000  or  $1,000  denomination  minimum. 
You  have  to  be  a  “fat  cat”  to  have  the 
amount  of  money  required  to  get  5*/2 
percent  interest  from  the  U.S.  Govern¬ 
ment. 

This  bill  is  murder  on  the  little  guy  in 
the  street.  First  of  all,  it  will  boost  his 
tax  burden  by  making  the  budget  safe 
for  excess  spending  which  always  means 
more  taxes.  Secondly,  it  will  boost  his 
taxes  by  socking  him  for  the  money  to 
pay  the  high  interest  rates.  Third,  it  will 
sock  him  by  sidetracking  funds  that 
would  otherwise  go  into  mortgages  and 
other  credit,  and  this  will  make  the  little 
guy  pay  more  for  his  mortgage  or  other 
credit.  Lastly,  it  will  insult  him  by 
paying  out  5V2  percent  interest  to  the 
fat  cats  who  come  around  to  the  back¬ 
door  while  regular  Government  savings 
bonds  pay  only  4  percent. 

This  has  a  bad  odor  to  me.  The  Fed¬ 
eral  Government  is  spending  thousands 
of  dollars  on  advertising  campaigns 
pushing  Government  savings  bonds.  The 
pitch  used  is  an  appeal  to  patriotism. 
This  is  a  joke.  This  administration  talks 
with  the  patriots  and  sleeps  with  the 
profiteers.  Patriotism  gets  a  4-percent 
interest  rate  and  collusion  with  budget- 
juggling  earns  5V2  percent  for  fat  cats. 
I  imagine  that  the  President  believes 
that  the  little  guy  on  the  street  cannot 
understand  this  bill.  No  doubt  some  of 
it  is  too  technical  for  the  layman,  but  I 
think  what  I  am  discussing  right  now 
will  be  understood  in  our  Nation’s  cities 
and  towns.  The  fat  cats  are  going  to  get 
5V2  percent  for  playing  ball  with  a  Fed¬ 
eral  financial  swindle,  while  Joe  Tax¬ 
payer  and  Joe  Patriot  who  buy  savings 
bonds  are  given  4  percent  and  told  every¬ 
thing  is  rosy.  Nobody  is  going  to  buy 
this.  A  windfall  is  a  windfall,  and  the 
people  will  figure  it  out. 

This  whole  program  is  going  to  be  a 
Democratic  teapot  dome  if  it  passes.  It 
is  a  double-barreled  windfall.  First,  a 
select  group  of  clubby  investment  houses 
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are  going  to  get  a  windfall  underwriters 
commission  without  competitive  bidding. 
Secondly,  a  lot  of  “fat  cats”  are  going  to 
get  a  5  y2 -percent  windfall  just  for 
clipping  coupons. 

I  am  proud  that  it  has  fallen  to  the 
Republican  Party  to  protect  the  man  in 
the  street  while  the  administration  tip¬ 
toes  around  to  the  back  door  with  the  “fat 
cats”  for  a  raid  on  our  Nation’s  tax  dol¬ 
lars.  My  amendment  would  make  the 
5  y2 -percent  interest  rate  available  to  the 
people — to  the  small  investor  with  a  cou¬ 
ple  of  hundred  dollars— so  that  it  will 
not  go  just  to  the  “fat  cats.”  — 

I  hope  the  House  will  support  my 
amendment.  I  hope  I  can  count  on  the 
support  of  the  gentleman  from  Texas,  the 
chairman  of  our  committee.  I  know  the 
gentleman  will  be  with  me  if  he  is  for  the 
people.  I  hope  the  House  will  join  with 
me  to  vote  for  the  people.  I  urge  the 
adoption  of  my  amendment. 

The  CHAIRMAN.  When  the  unani¬ 
mous  consent  request  was  granted,  the 
chair  observed  on  their  feet  the  follow¬ 
ing  Members :  the  gentleman  from  Texas 
[Mr.  Patman],  the  gentleman  from  New 
Jersey  [Mr.  Widnall]  ,  the  gentleman 
from  Iowa  [Mr.  Gross],  the  gentleman 
from  Michigan  [Mr.  Gerald  R.  Ford], 
the  gentleman  from  New  York  [Mr. 
Mttlter],  and  the  gentleman  from  New 
York  [Mr.  Ottinger]. 

For  what  purpose  does  the  gentleman 
from  New  York,  a  member  of  the  com¬ 
mittee  rise? 

AMENDMENT  OFFERED  BY  MR.  OTTINGER 

Mr.  OTTINGER.  Mr.  Chairman,  I 
offer  an  amendment  to  the  amendment 
offered  by  the  gentleman  from  New  York 
[Mr.  Fino]. 

The  Clerk  read  as  follows : 

Amendment  offered  by  Mr.  Ottinger  to 
the  amendment  offered  by  Mr.  Fino:  Strike 
the  language  of  the  Fino  amendment  and 
substitute  therefor  the  following:  Add  to 
page  7,  line  6,  after  the  end  of  the  sentence 
on  line  6: 

“Any  beneficial  interests  or  participations 
issued  hereunder  shall  be  issued  only  in 
denominations  of  fifteen  thousand  dollars 
($15,000)  or  greater.” 

The  CHAIRMAN.  Under  the  unani¬ 
mous-consent  agreement,  the  gentleman 
from  New  York  [Mr.  Ottinger]  is  rec¬ 
ognized  for  5  minutes. 

(Mr.  OTTINGER  asked  and  was  given 
permission  to  revise  and  extend  his 
remarks.) 

Mr.  OTTINGER.  Mr.  Chairman,  what 
we  do  in  one  area  of  the  financial  world 
has  grave  effects  on  other  financial  in¬ 
stitutions.  We  have  recently  witnessed 
the  action  of  the  Federal  Reserve  Board 
in  revising  Regulation  Q  to  permit  pay¬ 
ment  of  interest  at  the  rate  of  5  '/2  per¬ 
cent  on  certificates  of  deposit-time 
deposits. 

As  a  result  of  this  regulation,  we  have 
seen  virtually  all  of  the  money  avail¬ 
able  to  the  small  man — to  the  man  that 
my  colleague,  the  gentleman  from  New 
York  [Mr.  Fino]  ,  is  referring  to — drain¬ 
ed  out  of  the  savings  and  loan  institu¬ 
tions  and  from  the  savings  banks  and 
even  from  the  small  commercial  banks  of 
our  country. 

We  have  seen  as  a  result  the  necessity 
for  the  Home  Loan  Bank  Board  to  issue 


regulations  restricting  savings  and  loan 
institutions  in  making  future  commit¬ 
ments  in  the  mortgage  market.  We  hear 
from  our  builders  all  over  the  country 
that  there  is  just  no  mortgage  money  left 
or  available  for  the  small  home  owner 
or  for  the  man  who  wants  to  build  a 
home.  The  small  individual  or  small 
businessman  who  needs  a  small  loan 
finds  that  there  are  no  funds  available 
for  his  needs. 

If  the  amendment  offered  by  my  col¬ 
league,  the  gentleman  from  New  York 
[Mr.  Fino]  were  adopted,  it  would  mean 
in  addition  to  the  certificates  of  deposit 
that  are  already  draining  money  from 
the  mortgage  market,  there  would  be 
issued  these  participation  certificates  in 
small  denominations  causing  a  further 
drain  and  a  further  strain  on  this  al¬ 
ready  strangling  markets. 

I  chose  the  $15,000  figure  as  a  limita¬ 
tion  because  that  is  the  amount  the 
President  of  the  United  States  has  rec¬ 
ommended  as  the  maximum  deposit  in¬ 
surance  limit. 

The  small  investor  is  not  going  to  be 
hurt  by  this  limitation  of  $15,000.  He 
Still  has  available  all  the  present  ave¬ 
nues  to  invest  his  money  at  larger  rates 
of  interest  if  he  so  chooses — such  as  a 
wide  variety  of  private  stocks  and  bonds 
and  various  types  of  public  issues.  But 
it  is  the  small  man  who  will  be  hurt  when 
he  tries  to  buy  a  house  or  tries  to  obtain 
a  mortgage  or  tries  to  obtain  a  personal 
loan.  It  is  the  builder  who  is  building 
for  this  small  man  who  will  be  hurt  if 
the  Fino  amendment  is  adopted. 

Mr.  Chairman,  I  strongly  urge  the 
adoption  of  my  amendment. 

I  have  a  bill  pending  before  the  Com¬ 
mittee  on  Banking  and  Currency  to  limit 
the  use  of  these  certificates  of  deposit  to 
$15,000  and  up.  This  amendment  would 
be  complementary. 

We  are  not  hurting  the  small  investor 
by  my  amendment.  We  are  just  reflect¬ 
ing  a  situation  that  presently  exists 
within  the  financial  market  with  respect 
to  rates  of  interest  that  can  be  obtained 
by  large  and  small  investors.  We  are  not 
doing  any  more  harm  to  the  small  in¬ 
vestor  than  the  present  situation  indi¬ 
cates. 

I,  therefore,  ask  for  the  passage  of  my 
amendment  and  for  the  defeat  of  the 
amendment  offered  by  my  colleague,  the 
gentleman  from  New  York  [Mr.  Fino]. 

Mr.  FINO.  Mr.  Chairman,  will  the 
gentleman  yield? 

Mr.  OTTINGER.  I  yield  to  the  •gen¬ 
tleman. 

Mr.  FINO.  My  colleague  by  his 
amendment  which  he  has  offered  as  a 
substitute  for  my  amendment  would  in¬ 
crease  the  limit  from  the  $5,000  and  $10,- 
000  limitation  that  Fannie  Mae  currently 
issues  to  a  limitation  of  $15,000;  is  that 
correct? 

Mr.  OTTINGER.  That  is  correct. 

Mr.  FINO.  In  other  words,  you  are 
increasing  the  limitation  so  that  the  lit¬ 
tle  fellow  has  absolutely  no  chance  to  get 
in  on  this  windfall;  is  that  correct? 

Mr.  OTTINGER.  These  certificates  of 
participation,  as  was  testified  to  by  the 
representatives  from  the  Federal  agen¬ 
cies,  are  not  intended  to  go  on  the  gen¬ 
eral  market.  They  are  not  intended  to 


compete  for  already  scarce  money  avail¬ 
able  to  the  home  buyer  and  the  small 
home  buyer. 

These  participations  are  intended  for 
sale  to  the  investment  trusts,  pensions 
and  the  institutional  investors  of  the 
country. 

The  amendment  of  the  gentleman 
from  New  York,  I  am  afraid,  would  just 
wreak  further  mischief  on  an  already  im¬ 
possibly  tight  mortgage  market  through¬ 
out  the  country  and  make  these  builders 
and  home  buyers  bear  an  unreasonable 
share  of  the  burden  of  trying  to  restrict 
credit  and  stop  inflation  in  the  country. 

Mr.  FINO.  Mr.  Chairman,  will  the 
gentleman  yield? 

Mr.  OTTINGER.  I  yield  to  the  gen¬ 
tleman. 

Mr.  FINO.  My  objection  to  the  pres¬ 
ent  law  and  my  objection  to  the  present 
situation  in  Fannie  Mae  is  that  you  are 
taking  care  of  the  fat  cats. 

Under  your  amendment  you  will  take 
care  of  the  bigger  fat  cats. 

Mr.  OTTINGER.  My  amendment  is 
not  going  to  make  anyone  a  fat  cat — but 
the  amendment  of  the  gentleman  from 
New  York  [Mr.  Fino]  will  assuredly 
make  of  the  Nation’s  home  buyers,  small 
borrowers  and  small  businessmen 
mighty  thin  dogs. 

I  urge  adoption  of  my  amendment  and 
defeat  of  the  amendment  of  my  colleague 
from  New  York. 

The  CHAIRMAN.  The  gentleman 
from  Iowa  [Mr.  Gross],  is  recognized 
for  3  minutes. 

(Mr.  GROSS  asked  and  was  given  per¬ 
mission  to  revise  and  extend  his  re¬ 
marks.) 

Mr.  GROSS.  Mr.  Chairman,  I  could 
not  believe  my  ears  when  the  gentleman 
from  New  York  arose  and  offered  his 
amendment  to  put  the  amount  of  the 
certificates  up  to  $15,000.  I  am  an  aw¬ 
fully  slim  cat.  I  would  like  to  be  a  fat 
cat.  What  do  you  expect  me  to  do? 
The  gentleman  from  New  York  is  on  his 
feet  on  the  floor  of  the  House.  Do  you 
want  to  make  me  buy  Government  bonds, 
which  are  all  I  can  get  because  these  are 
in  denominations  I  can  afford  to  buy, 
and  get  only  a  little  more  than  4  percent 
interest  on  them,  while  the  certificates 
to  be  issued  under  this  bill  would  be  fed 
out  to  the  bankers  in  New  York  and 
elsewhere  in  $15,000  denominations  and 
at  a  5 1/2 -percent  interest  rate?  How  do 
I  get  fat  under  the  terms  of  your  amend¬ 
ment? 

Mr.  OTTINGER.  Mr.  Chairman,  will 
the  gentleman  yield? 

Mr.  GROSS.  I  yield  to  the  gentleman 
from  New  York. 

Mr.  OTTINGER.  The  small  man  will 
not  have  anything  taken  from  him.  He 
has  all  the  avenues  of  investment  avail¬ 
able  to  him  that  he  had  before,  and  there 
are  plenty  of  avenues  that  will  open  up. 

Mr.  GROSS.  Like  me,  he  is  going  to 
be  denied  the  opportunity  to  get  in  on 
this  windfall.  I  have  not  got  $15,000  to 
put  into  one  certificate  and  neither  has 
millions  of  others.  How  am  I  and  mil¬ 
lions  of  others  going  to  get  in  on  this 
windfall? 

Mr.  OTTINGER.  You  are  going  to 
get  in  on  this  in  a  number  of  ways.  You 
will  have  money  in  the  small  business 


CONGRESSIONAL  RECORD  —  HOUSE 


10396 

program  that  you  never  had  before.  You 
will  have  money  available  for  your  vet¬ 
erans’  programs  you  did  not  have  before. 
You  will  have  money  available  when  you 
want  to  go  out  to  buy  a  house  or  get  a 
mortgage  on  a  house  that  you  did  not 
have  before. 

Mr.  GROSS.  It  sounds  like  some 
bond  company  must  have  had  some 
hand  in  the  drafting  of  this  amendment. 
The  record  is  clear  that  only  a  few  would 
have  the  opportunity  to  purchase  these 
certificates  at  the  high  interest  rates 
unless  the  amendment  offered  by  the 
gentleman  from  New  York  [Mr.  FinoI, 
is  adopted. 

Mr.  CLEVELAND.  Mr.  Chairman,  will 
the  gentleman  yield? 

Mr.  GROSS.  I  yield  to  the  gentleman 
from  New  Hampshire. 

Mr.  CLEVELAND.  I  think  the  gentle¬ 
man  from  Iowa  is  being  a  little  naive. 
Apparently  you  have  not  read  the  news¬ 
papers  lately.  I  think  what  you  should 
do  to  get  in  on  one  of  these  nice  $15,000 
certificates,  that  the  gentleman  from 
New  York  wants  to  doll  up  for  you,  is  to 
have  a  little  testimonial  dinner.  Then 
when  you  get  the  proceeds  of  the  testi¬ 
monial  dinner,  perhaps  you  can  get  in  on 
one  of  these  “fat  cat”  certificates. 

Mr.  GROSS.  I  thank  the  gentleman 
for  his  suggestion,  but  where  do  I  find 
the  testimonial  dinner? 

Mr.  OTTINGER.  Some  place,  some¬ 
where,  there  must  be  someone. 

Mr.  GROSS.  Mr.  Chairman,  I  have 
heard  it  said  that  the  Democratic  Party 
was  the  party  of  the  little  people.  This 
afternoon  I  have  seen  them  vote  against 
every  amendment  in  behalf  of  the  little 
people.  As  the  gentleman  from  New 
York  [Mr.  Fino]  well  said  a  little  bit  ago, 
you  are  making  the  fat  cats  fatter,  sleek¬ 
er,  and  fatter — and  I  thought  you 
claimed  the  party  of  the  little  people. 

Mr.  Chairman,  this  is  thoroughly  bad 
legislation.  It  sweeps  fiscal  responsibil¬ 
ity  under  the  rug  temporarily,  but  the 
day  will  come  when  the  odor  will  become 
so  strong  that  it  cannot  be  hidden  by 
devices  of  this  kind. 

As  others  have  stated,  it  makes  a  mock¬ 
ery  of  the  Federal  debt  ceiling.  It  is  de¬ 
ception  in  its  worst  form. 

I  assume  there  will  be  a  final  rollcall 
vote,  but  I  want  to  be  certain  that  I  am 
on  the  record  as  opposed  to  this  bill. 

The  CHAIRMAN.  The  Chair  recog¬ 
nizes  the  gentleman  from  New  York  [Mr. 
Multer]  for  3  minutes. 

Mr.  MULTER.  Mr.  Chairman,  I  am 
as  amused  as  all  of  us  should  be.  When 
the  fat  cats  start  talking  about  the  fat 
cats  getting  fatter,  I  think  we  should 
smile.  Yes,  I  am  looking  at  the  gentle¬ 
man  who  has  been  using  the  words  “fat 
cat”  throughout  this  debate  from  the 
day  it  opened.  I  am  just  wondering 
what  fat  cats  he  is  trying  to  protect. 

I  have  always  been  warned  against  the 
man  who  would  become  offensive  and 
start  calling  names  instead  of  talking 
about  the  merits  of  a  situation.  I  am 
frightened  now  that  I  see  our  friends  on 
my  left,  those  on  the  right  side  of  the 
aisle,  who  have  always  been  the  friends 
of  the  fat  cats  and  the  moneyed  inter¬ 
ests,  suddenly  moving  over  onto  our  side 
and  telling  us  they  are  looking  out  for 


the  little  fellow.  What  is  this  that  has 
caused  them  to  be  so  interested  in  the 
little  fellow  all  of  a  sudden?  Is  it  merely 
because  election  is  around  the  corner 
and  they  are  trying  to  fool  the  people 
and  to  prove  that  they  are  the  friends 
of  the  little  man? 

Let  us  see  what  they  are  trying  to  do 
here.  If  we  adopt  the  Fino  amendment, 
which  would  require  that  these  obliga¬ 
tions  be  sold  in  lots  of  $100  each,  instead, 
of,  as  the  gentleman  from  New  York  [Mr. 
Ottinger]  would  indicate  that  they 
should  be  sold,  in  lots  of  a  minimum  of 
$15,000  each.  The  savings  and  loan 
people  and  the  savings  bank  people  are 
now  crying  that  they  have  no  money 
with  which  to  make  loans  on  houses  and 
for  other  purposes  which  would  help  the 
little  man. 

This  bill  is  intended  to  make  more 
money  available  to  them.  But  this 
amendment  will  try  to  take  the  money, 
which  should  go  into  thrift  institutions 
and  divert  them  to  these  obligations. 
The  amendment  will  drive  up  the  cost  of 
the  administration  of  the  program.  It 
will  also  drive  up  the  interest  rate  gen¬ 
erally,  which  is  high  enough  now.  This 
will  run  it  even  higher.  The  gentleman 
knows  this  as  well  as  anybody,  because 
he  has  been  speaking  for  these  “fat  cats” 
over  the  years. 

The  wider  the  distribution  of  these  in¬ 
struments  we  try  to  sell  on  the  market, 
the  wider  we  try  to  get  the  distribution 
in  the  market,  the  more  costly  it  is  to 
market  the  instruments. 

According  to  today’s  Wall  Street  Jour¬ 
nal,  the  sale  of  U.S.  Treasury  bonds  are 
at  yields  as  high  as  4.91  percent,  just  un¬ 
der  5  percent.  The  national  banks  are 
advertising  for  funds  and  are  willing  to 
pay  5  percent  for  them.  The  Home  Loan 
Bank  Board  is  selling  its  debentures  to¬ 
day  at  a  rate  that  will  yield  5.55  percent. 
Are  we  going  to  try  to  push  up  the  rates 
still  higher,  so  as  to  try  to  attract  the 
little  fellow  into  this  kind  of  operation? 
It  will  run  the  cost  still  higher. 

Let  me  remind  the  Members,  we  have 
never  yet  succeeded  in  legislating  the 
market  or  the  interest  rate  in  the  market, 
or  the  yield.  If  we  limit  the  amount  of 
interest  that  may  be  paid,  the  debenture 
or  obligation  or  security  is  going  to  be 
sold  at  a  discount,  and  the  discount  runs 
the  rate  that  much  higher. 

I  urge  defeat  of  the  Fino  amendment. 

The  CHAIRMAN.  The  Chair  recog¬ 
nizes  the  gentleman  from  New  Jersey 
[Mr.  WidnallI. 

Mr.  WIDNALL.  Mr.  Chairman,  the 
gentleman  from  New  York  said  that  we 
have  never  succeeded  in  legislating  the 
market.  I  seem  to  remember  that  there 
is  something  on  the  statute  books  right 
now,  called  the  4% -percent  ceiling  on 
U.S.  Government  bonds.  That  was  leg¬ 
islated  by  the  Congress,  and  the  Congress 
lias  been  unwilling  to  do  anything  about 
that  ceiling,  because  they  were  so  suc¬ 
cessful  in  legislating  it,  I  presume.  If 
they  were  not  successful,  that  problem 
should  be  faced  up  to  realistically. 

What  I  would  like  to  emphasize  is  this : 
It  really  pains  a  great  many  people  to  see 
full-page  ads  being  taken  now  to  sell 
U.S.  savings  bonds  to  the  small  investor, 
the  low-income  person,  to  sell  him 


May  18,  1966 

through  payroll  deductions — and  these 
are  the  patriotic  people  of  the  United 
States — the  4.15-percent  U.S.  savings 
bond — investments,  while  we  are  now 
trying  to  legislate  something  that  is  just 
going  to  provide  a  tremendous  profit 
for  those  who  already  have  large  in¬ 
comes  and  fine  assets. 

Actually,  this  proposal  just  provides  a 
minimum  of  5.5  percent.  There  is  no 
ceiling  on  what  can  be  paid  through  the 
use  of  this  participation  device. 

This  amendment  points  out  how  com¬ 
pletely  unfair  this  proposed  legislation  is 
with  respect  to  the  small  investor,  the 
average  American  citizen.  I  think  this 
is  a  good  amendment.  I  hope  it  will 
pass. 

The  CHAIRMAN.  The  Chair  recog¬ 
nizes  the  gentleman  from  Texas  [Mr. 
Patman]  to  close  the  debate  on  the  pend¬ 
ing  amendment. 

Mr.  PATMAN.  Mr.  Chairman,  I  can¬ 
not  understand  why  our  friends  on  the 
minority  side  would  make  such  an  at¬ 
tack  on  a  proposal  that  they  have  sup¬ 
ported  in  the  past.  I  had  the  record 
here  yesterday  and  the  day  before  yes¬ 
terday,  showing  conclusively  that  they 
have  supported  the  same  proposal  with¬ 
out  any  restrictions  or  limitations  of  any 
kind. 

All  at  once  they  have  converted  them¬ 
selves  into  a  wrecking  crew  for  the  pur¬ 
pose  of  trying  to  wreck  this  bill.  This 
bill  is  for  a  good  purpose  and  to  help 
good  people. 

I  agree  with  what  has  been  said  by 
Mr.  Multer  and  others  here.  If  we  ac¬ 
cept  the  Fino  amendment  we  would 
reduce  participation  certificates  down  to 
$100. 

I  do  not  know  what  it  will  lead  to. 
One  thing  it  will  do.  It  will  drain  money 
out  of  savings  and  loans,  if  that  is  what 
the  gentlemen  want  to  do.  It  will  lend 
itself  to  doing  that. 

I  believe  enough  has  been  done  to  the 
savings  and  loans,  without  Congress  leg¬ 
islating  such  a  destructive  effect  here 
against  them. 

The  Fino  amendment  is  very  bad.  It 
should  not  be  permitted.  I  fear  it  would 
in  effect  kill  the  bill,  because  it  is  not 
possible  to  administer  a  bill  which  is  so 
restricted  and  limited. 

The  Ottinger  amendment  would  pro¬ 
vide  at  least  $15,000  as  the  amount.  Of 
course,  this  bill  is  patterned  for  the  pur¬ 
pose  of  attracting  large  investors,  pen¬ 
sion  funds  and  insurance  funds,  so  as 
to  keep  them  out  of  competition  in  the 
housing  market  and  in  the  savings  and 
loan  investments. 

If  the  Fino  amendment  is  adopted  or 
if  the  Ottinger  amendment  is  adopted, 
this  would  clearly  change  the  objectives 
and  the  purposes  of  the  bill. 

We  want  this  bill  operated  in  the  pub¬ 
lic  interest.  Leave  it  to  honest,  dedi¬ 
cated  public  officials  to  do  what  is  in 
the  public  interest.  We  must  not  put 
them  in  a  straitjacket.  We  must  not 
make  it  impossible  for  them  to  perform 
their  duties  in  the  public  interest. 

I  believe  it  has  been  operated  satis¬ 
factorily  in  the  past  and  I  believe  it  will 
be  operated  satisfactorily  in  the  future. 

This  is  a  good  bill.  We  have  been 
working  on  it.  The  proposal  has  been 
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around  here  for  more  than  20  years,  be¬ 
ginning  with  the  Export-Import  Bank  in 
1945.  That  was  adopted  unanimously 
both  by  the  House  and  the  Senate. 

Later  an  amendment  was  adopted 
unanimously  by  the  House  and  the  Sen¬ 
ate  to  allow  the  participation  certificates 
to  be  sold. 

Then  in  1964  the  Housing  Act- 
adopted  by  the  Republicans — advocated 
exactly  this  kind  of  proposal. 

Now  the  Democrats  are  in  power. 
They  say  it  was  good  under  the  Repub¬ 
licans,  and  they  were  all  for  it,  but  un¬ 
der  the  Democrats  they  are  all  against 
it. 

What  is  all  this  fuss  about?  I  hope 
each  one  of  these  amendments  will  be 
voted  down. 

The  CHAIRMAN.  All  time  has  ex¬ 
pired. 

The  question  is  on  the  amendment  of¬ 
fered  by  the  gentleman  from  New  York 
[Mr.  Ottinger]  to  the  amendment  of¬ 
fered  by  the  gentleman  from  New  York 
[Mr.  Fino]. 

The  amendment  to  the  amendment 
was  rejected. 

The  CHAIRMAN.  The  question  is  on 
the  amendment  offered  by  the  gentleman 
from  New  York  [Mr.  Fino], 

Mr.  FINO.  Mr.  Chairman,  I  demand 
tellers. 

Tellers  were  ordered,  and  the  Chair¬ 
man  appointed  as  tellers  Mr.  Fino  and 
Mr.  Multer. 

The  Committee  divided  and  the  tellers 
reported  that  there  were — ayes  98,  noes 
136. 

So  the  amendment  was  rejected. 

AMENDMENT  OFFERED  BY  MR.  WIDNALL 

Mr.  WIDNALL.  Mr.  Chairman,  I  of¬ 
fer  an  amendment. 

The  Clerk  read  as  follows: 

Amendment  offered  by  Mr.  Widnall:  On 
page  7,  insert  the  following  immediately 
after  line  6: 

“(6)  All  beneficial  interests  and  partic¬ 
ipations  issued  pursuant  to  this  subsection 
after  the  enactment  of  this  paragraph  shall 
be  obligations  guaranteed  as  to  principal 
and  interest  by  the  United  States.” 

Mr.  PATMAN.  A  point  of  order,  Mr. 
Chairman. 

The  CHAIRMAN.  The  gentleman 
will  state  his  point  of  order. 

Mr.  PATMAN.  Mr.  Chairman,  I  make 
the  point  of  order  that  the  gentleman 
from  New  Jersey  is  trying  to  change  the 
national  debt  limit,  which,  of  course,  is 
obviously  not  in  order.  The  national 
debt  limit  is  not  before  the  Congress  in 
this  bill,  or  the  public  debt  limit,  rather. 

The  CHAIRMAN.  Does  the  gentle¬ 
man  from  New  Jersey  [Mr.  Widnall] 
desire  to  be  hefird  on  the  point  of  order? 

Mr.  WIDNALL.  Mr.  Chairman,  this 
amendment  does  not  in  any  way  affect 
the  national  debt  limit.  The  amend¬ 
ment  I  propose  will  make  it  crystal  clear 
that  any  participations  sold  after  date 
of  enactment  of  this  act  will  be  guaran¬ 
teed  as  to  principal  and  interest  by  the 
United  States. 

It  could  be  predicted,  with  assurance, 
that  this  clear-cut  amendment  will  im¬ 
prove  the  marketability  of  participations 
to  be  sold  and  will  reduce  the  cost  of  such 
financing  relative  to  outright  Treasury 
financing. 


Mr.  Chairman,  the  claim  has  been 
made  that  participations  are  in  effect 
guaranteed  by  the  United  States,  even 
though  the  FNMA  prospectus  states  on 
the  face  thereof,  “The  participation  cer¬ 
tificates  are  not  obligations  of  and  are 
not  guaranteed  by  the  United  States.” 
This  fact  may  be  verified  by  reference  to 
the  copy  of  the  last  FNMA  prospectus 
which  I  put  in  the  Record  of  May  9,  pages 
9950  through  9953. 

Mr.  Chairman,  I  believe  this  is  a  com¬ 
pletely  germane  amendment  to  the  bill 
and  does  not  propose  to  do  what  the 
gentleman  from  Texas  [Mr.  Patman] 
says  it  would  do,  if  adopted. 

Mr.  PATMAN.  Mr.  Chairman,  the  law 
is  very  plain,  I  believe,  as  to  what  shall 
be  included  in  the  public  debt.  It  does 
not  include  this.  This  is  an  effort  to 
change  the  provisions  relating  to  what 
is  included  in  the  public  debt. 

As  I  understand  it,  the  law  is  that 
certain  obligations  of  the  Government 
are  not  included  and  are  not  intended 
to  be  included.  We  may  take,  for  in¬ 
stance,  Federal  Reserve  notes  that  are 
obligations  of  the  United  States  just  as 
much  so  as  a  Government  bond.  The 
only  difference  is  that  they  do  not  pro¬ 
vide  for  an  interest  payment.  They 
have  $33  billion  in  Federal  Reserve  notes 
outstanding  today.  However,  they  are 
not  included  in  the  public  debt.  The 
same  thing  is  true  on  bonds.  The  bonds 
that  are  not  cashed,  the  U.S.  Govern¬ 
ment  bonds,  Treasury  bonds,  that  are 
not  presented  for  payment  and  are  paid 
at  maturity,  they  are  taken  away  from 
the  public  debt,  because  they  are  not 
interest-bearing  obligations  of  the  U.S. 
Government. 

Mr.  Chairman,  this  is  an  attempt  to 
change  the  law  relating  to  the  public 
debt  in  a  bill  that  does  not  contain  the 
subject  matter  now  pending  before  the 
House. 

Mr.  Chairman,  I  insist  that  the  point 
of  order  is  good. 

The  CHAIRMAN  (Mr.  Keogh).  The 
Chair  is  ready  to  rule. 

In  the  opinion  of  the  Chair,  the  lan¬ 
guage  of  the  pending  amendment  would 
be  germane  to  the  pending  bill  and  the 
Chair  overrules  the  point  of  order. 

The  Chair  recognizes  the  gentleman 
from  New  Jersey  [Mr.  Widnall]  for 
5  minutes  in  support  of  his  amendment. 

Mr.  WIDNALL.  I  thank  the  chair¬ 
man. 

Mr.  Chairman,  I  would  like  to  repeat 
what  I  just  said  before  in  speaking  on  the 
point  of  order,  that  one  of  the  most  trou¬ 
blesome  points  occurring  repeatedly  in 
such  a  discussion  as  the  committee  ac¬ 
corded  the  small  business  participation 
bill  and  the  overall  Participation  Sales 
Act  was  the  matter  of  the  guarantee  at¬ 
taching  to  participations  sold  by  FNMA. 

The  claim  was  made  at  that  time  that 
participations  are,  in  effect,  guaranteed 
by  the  United  States,  even  though  the 
FNMA  prospectus  states  on  the  face 
thereof  that  “the  participation  certifi¬ 
cates  are  not  obligations  of  and  are  not 
guaranteed  by  the  United  States.” 

This  fact  may  be  verified  by  reference 
to  the  copy  of  the  last  FNMA  prospectus 
which  I  put  into  the  Record  on  May  the 
9th. 


Mr.  Chairman,  the  amendment  which 
I  propose  will  make  crystal  clear  that  any 
participation  sold  after  date  of  enact¬ 
ment  of  this  act  will  be  guaranteed  as  to 
principal  and  interest  by  the  United 
States. 

Mr.  Chairman,  it  can  be  predicted  with 
assurance  that  this  clear-cut  amendment 
will  improve  the  marketability  of  par¬ 
ticipations  to  be  sold  and  will  reduce  the 
cost  of  such  financing  relative  to  out¬ 
right  Treasury  financing. 

Mr.  PATMAN.  Mr.  Chairman,  I  rise 
in  opposition  to  the  amendment. 

Mr.  Chairman,  I  have  before  me  the 
code  relating  to  the  public  debt  limit. 
The  code  at  chapter  12,  section  75-7b 
provides  that  where  an  obligation  is 
guaranteed  as  to  principal  and  interest 
by  the  United  States,  it  shall  be  a  part 
of  the  public  debt. 

The  amendment  offered  by  the  gen¬ 
tleman  from  New  Jersey  TMr.  Widnall] 
provides  these  obligations  are  guaran¬ 
teed  as  to  principal  and  interest  by  the 
United  States — the  exact  language  that 
is  in  the  code. 

Therefore,  the  amendment  would  pro¬ 
vide  that  you  would  have  to  increase  the 
national  debt  enough  to  provide  for  these 
obligations  if  they  were  sold. 

Mr.  Chairman,  that  is  another  way  of 
defeating  this  legislation  and  rendering 
absolutely  null  and  void  the  objectives 
and  the  intention  of  this  legislation.  I 
hope  the  amendment  is  defeated,  and  I 
ask  for  a  vote. 

Mr.  MULTER.  Mr.  Chairman,  I  move 
to  strike  out  the  last  word. 

Mr.  Chairman,  it  is  not  surprising  that 
after  all  the  charges  of  deception  and 
concealment  and  sleight  of  hand  and 
gimmickry,  that  we  are  getting  these 
amendments  that  are  coming  from  the 
Republican  side  of  the  aisle. 

What  they  are  seeking  to  do  by  this 
amendment  is  to  prevent  the  sale  of 
these  instruments  unless  and  until  you 
increase  the  debt  limit.  Because  as  must 
be  very  clear  to  anyone  who  knows  any¬ 
thing  about  the  subject  matter,  every 
obligation  guaranteed  by  the  U.S.  Gov¬ 
ernment  is  a  part  of  the  public  debt. 
The  law  so  requires. 

When  you  reach  the  amount  fixed  as 
the  limit  of  the  public  debt,  you  must 
stop  selling  Government  obligations,  di¬ 
rect  or  guaranteed. 

The  purpose  of  this  amendment  is  that 
unless  and  until  you  do  increase  the 
amount  of  the  debt  limit,  we  will  not  be 
able  to  dispose  of  a  single  obligation  or 
any  interest  in  an  obligation  under  the 
terms  of  this  bill. 

Mr.  Chairman,  this  is  just  one  more 
effort  to  gut  the  bill  by  indirection. 

Mr.  Chairman,  I  urge  that  this  amend¬ 
ment  be  defeated. 

Mr.  CURTIS.  Mr.  Chairman,  I  move 
to  strike  out  the  last  word. 

Mr.  Chairman,  I  would  say  to  the 
gentleman  from  New  York,  we  are  going 
to  have  to  increase  the  debt  ceiling  any¬ 
way  because  it  goes  back  to  the  perma¬ 
nent  ceiling  of  about  $285  billion. 

Under  any  circumstances,  this  House 
is  going  to  have  to  face  up  to  that  issue. 
Far  from  being  concealment,  this  amend¬ 
ment  would  be  revealing  one  of  the  ob¬ 
jectives  hidden  in  the  bill.  One  of  the 
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points  I  said  was  properly  made  was  that 
this  was  a  sham  presentation — as  the  bill 
is  presently  written.  Because  this  is  a 
method  of  trying  to  get  out  from  under 
the  debt  ceiling  as  it  relates  to  only  a 
certain  portion — although  a  substantial 
portion — of  the  Federal  debt.  This 
amendment  is  the  honest  way  to  ap¬ 
proach  it.  This  is  not  going  to  harm  the 
bill  one  iota. 

The  Committee  on  Ways  and  Means 
is  simply  going  to  have  to  compute  this 
additional  amount  in  whatever  recom¬ 
mendations  we  make  for  the  debt  ceil¬ 
ing — as  I  say,  we  will  have  to  compute 
this  additional  amount.  This  is  a  more 
honest  way  to  approach  it  and  a  direct 
way.  I  think  it  is  a  very  appropriate 
amendment. 

Mr:  JONAS.  Mr.  Chairman,  will  the 
gentleman  yield? 

Mr.  CURTIS.  I  yield  to  the  gentle¬ 
man. 

Mr.  JONAS.  I  would  merely  add  that 
the  argument  advanced  by  the  gentle¬ 
man  from  New  York  proves  the  point 
that  was  made  throughout  the  debate 
yesterday  that  the  effect  of  this  bill  will 
be  to  conceal  the  amount  of  obligations 
of  the  Federal  Government.  This  is  a 
borrowing  proposition  outside  of  the 
national  debt,  and  the  purpose  of  the 
amendment  is  to  make  a  full  disclosure 
to  the  American  people  of  the  fiscal  con¬ 
dition  of  their  Government. 

Mr.  CURTIS.  I  think  the  gentleman 
is  absolutely  right. 

There  are  two  ceiling  imposed  by  law — 
one  on  the  aggregate  amount  of  the  Fed¬ 
eral  debt — that  is,  that  portion  that  is 
subject  to  this  proposed  amendment. 
The  other  is  the  ceiling  on  the  interest 
charges  on  long-term  bonds. 

Now  to  be  honest  with  the  people,  let 
us  subject  this  new  proposal  to  the  pro¬ 
visions  that  this  amendment  would  pro¬ 
vide. 

Mr.  Chairman,  I  am  in  favor  of  the 
objective  of  substituting  private  money 
for  public  money  here.  But  let  us  do  it 
forthrightly  and  honestly.  We  have  an 
increased  interest  rate  to  bear  on  this. 
This  is  a  liability  and  an  obligation 
against  the  full  faith  and  credit  of  the 
United  States. 

Mr.  MULTER.  Mr.  Chairman,  will  the 
gentleman  yield? 

Mr.  CURTIS.  I  yield  to  the  gentle¬ 
man  from  New  York. 

Mr.  MULTER.  I  thank  the  gentle¬ 
man  for  yielding.  If  I  understand  cor¬ 
rectly,  the  gentleman  says  that  by  writ¬ 
ing  this  amendment  into  the  bill,  it  will 
make  it  crystal  clear  that  the  amount 
of  whatever  is  sold  pursuant  to  this  bill, 
when  it  becomes  law,  will  become  part 
of  the  public  debt  and  within  the  statu¬ 
tory  limitation,  and  unless  and  until  that 
is  increased,  we  cannot  go  beyond  it  by 
a  sale  of  these  obligations. 

Mr.  CURTIS.  That  is  correct.  I  also 
observe  that  the  Ways  and  Means  Com¬ 
mittee  will  present  to  this  House,  or 
there  will  have  to  be  presented,  a  pro¬ 
posed  increase  in  the  Federal  debt.  On 
June  30,  I  believe  the  date  is,  it  will 
revert  back  to  the  permanent  figure.  So 
in  our  computations — and  we  are  going 
to  hold  hearings — we  would  simply  com¬ 
pute  this  additional  amount  in  there. 


Mr.  MULTER.  Mr.  Chairman,  will 
the  gentleman  yield  further? 

Mr.  CURTIS.  I  yield  to  the  gentle¬ 
man  from  New  York. 

Mr.  MULTER.  What  happens  in  the 
meantime  if  we  want  to  sell  obligations 
pursuant  to  this  bill  when  it  becomes 
law  that  would  be  in  excess  of  the  debt 
limit  prior  to  the  time  you  bring  in  the 
new  bill? 

Mr.  CURTIS.  Let  me  say  to  my  good 
friend,  do  not  be  so  hasty.  We  have  all 
seen  demonstrated  what  happens  in  the 
House  with  a  poorly  considered  bill.  Take 
the  extra  30  days.  You  will  not  sell 
anything  in  that  time.  Use  the  time  to 
get  your  ducks  in  order.  That  is  my 
response.  Let  us  lay  off  the  haste  and 
get  into  the  deliberative  process.  Then 
we  will  end  up  with  much  better  legis¬ 
lation,  and  we  will  be  a  lot  more  honest 
with  the  people  of  this  country. 

The  CHAIRMAN.  The  question  is  on 
the  amendment  offered  by  the  gentle¬ 
man  from  New  Jersey. 

Mr.  WIDNALL.  Mr.  Chairman,  I  de¬ 
mand  tellers. 

Tellers  were  ordered,  and  the  Chair¬ 
man  appointed  as  tellers  Mr.  Mtjlter 
and  Mr.  Widnall. 

The  Committee  divided,  and  the  tellers 
reported  that  there  were — ayes  90,  noes 
122. 

So  the  amendment  was  rejected. 

AMENDMENT  OFFERED  BY  MR.  JONAS 

Mr.  JONAS.  Mr.  Chairman,  I  offer 
an  amendment. 

The  Clerk  read  as  follows : 

Amendment  offered  by  Mr.  Jonas:  On 
Page  7,  immediately  after  line  6,  insert: 

“(6)  All  of  tbe  funds  received  from  the 
sale  of  beneficial  interests  or  participations 
pursuant  to  this  subsection  shall  be  covered 
into  the  Treasury  of  the  United  States  and 
shall  not  be  used  for  operating  expenses  of 
the  Government  but  shall  be  used  to  reduce 
the  national  debt.” 

Mr.  JONAS.  Mr.  Chairman,  I  stated 
yesterday,  during  the  general  debate, 
that  I  favor  the  announced  objective 
sought  to  be  accomplished  by  this  bill, 
namely,  to  transfer  obligations  from 
Government  to  private  enterprise,  to  pri¬ 
vate  investors. 

I  would  even  support  a  program  to 
convert  more  Government-owned  mort¬ 
gages  and  debt  instruments  into  the 
hands  of  the  private  investors  of  this 
country.  No  one  could  possibly  be  more 
in  favor  of  doing  that  than  am  I. 

My  only  objection  to  what  this  bill 
is  intended  to  accomplish  is  that  the 
proponents  of  the  bill  are  proposing  to 
use  capital  assets  and  convert  them  into 
cash,  and  use  the  cash  to  pay  general 
operating  expenses  of  the  U.S.  Govern¬ 
ment.  That  is  that  would  follow  if  I 
had  some  stocks  and  bonds  and,  living 
beyond  my  means,  spending  more  money 
than  I  earned  in  salary,  I  converted  my 
stocks  and  bonds  into  cash  and  used  the 
proceeds  to  help  pay  my  household  ex¬ 
penses  at  the  end  of  the  month. 

That  is  not  a  sound  way  to  operate  a 
family.  It  is  not  a  sound  way  to  operate 
a  business  enterprise.  It  is  not  a  sound 
way  to  operate  a  government,  in  my 
judgment. 

The  funds  generated  by  this  program 
should  go  to  the  Treasury  and  should  not 
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be  used  to  defray  general  operating  ex¬ 
penses  of  the  Government.  They  should 
be  used  to  liquidate  the  national  debt,  be¬ 
cause  when  these  participation  certifi¬ 
cates  are  sold  we  shall  be  liquidating 
assets  of  the  Federal  Government.  The 
proceeds  should  be  applied  against  the 
obligations  of  the  Government. 

I  wish  the  distinguished  chairman  of 
the  Banking  and  Currency  Committee 
would  accept  the  amendment  so  that  we 
can  get  along  with  the  bill. 

Mr.  PATMAN.  Mr.  Chairman,  I  rise  in 
opposition  to  the  amendment. 

The  Appropriations  Committee  can  lay 
down  any  terms  it  desires  concerning  the 
sale  of  these  participation  certificates, 
and  it  would  have  to  be  approved  by  the 
Congress.  It  would  come  back  to  us. 

If  we  were  to  adopt  the  amendment  of¬ 
fered  by  the  gentleman  from  North  Caro¬ 
lina,  we  would  effectively  stop  and  block 
and  defeat  the  bill. 

What  would  that  do?  This  includes 
college  housing,  too.  It  involves  educa¬ 
tion.  It  includes  housing  of  various 
types. 

This  is  for  the  farmers.  The  only 
way  the  farmer  can  get  help  in  many  sec¬ 
tions  of  our  Nation  is  to  get  the  help 
from  the  Fanners  Home  Administration. 
The  bankers  are  no  longer  patient  enough 
with  the  small  farm  loans.  They  can 
deal  with  1  person  or  1  corporation 
and  make  more  money  than  from  1,000 
fanners.  Consequently,  it  is  almost  im¬ 
possible  for  a  small  farmer  to  get  a  loan 
throughout  this  country. 

This  would  effectively  stop  the  Farmers 
Home  Administration  from  making  farm 
loans. 

In  addition,  Mr.  Chairman,  we  have 
before  us  a  proposition  of  whether  we 
are  willing  to  help  the  small  towns.  Some 
of  them  have  practically  dried  up  on  the 
vine.  Many  of  them  are  suffering  be¬ 
cause  of  a  lack  of  proper  facilities,  in¬ 
cluding  sanitation,  sewer,  water  and 
things  like  that.  The  only  way  that 
thousands  of  communities  throughout 
this  Nation  can  get  loans  for  those  pur¬ 
poses,  to  help  on  their  health  programs, 
is  through  the  Farmers  Home  Admin¬ 
istration.  This  amendment  would  effec¬ 
tively  defeat  the  purpose  of  the  bill. 

Therefore,  my  friends,  I  hope  that  we 
will  not  vote  for  an  amendment  which 
would  defeat  the  purpose  of  the  bill. 

The  veterans  of  this  country  depend 
upon  loans  which  are  made.  If  this  bill 
is  stopped,  it  will  restrict  if  not  scuttle 
entirely  many  loans  the  veterans  other¬ 
wise  would  get  for  the  interest,  welfare, 
and  benefit  of  the  veterans.  This  would 
be  against  the  veterans,  and  it  would  be 
against  the  small  businessman. 

I  hope  the  amendment  will  be  defeated. 

Mr.  CEDERBERG.  Mr.  Chairman,  I 
move  to  strike  the  last  word. 

I  recall  so  well  recently  two  presi¬ 
dential  campaigns  in  which  the  Demo¬ 
cratic  Party  complained  about  the  high 
interest  rates  of  the  Eisenhower  admin¬ 
istration,  and  I  believe  the  gentleman 
from  Texas  was  a  part  of  those  cam¬ 
paigns. 

I  have  been  reading  over  the  Demo¬ 
cratic  platform.  I  notice  the  platform 
pledges  itself  to  low  interest  rates. 
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I  read  another  part  of  the  platform, 
where  it  took  credit  for  having  stabilized 
the  rates  and  said: 

Immediately,  in  1961,  the  Federal  Hous¬ 
ing  Agency  interest  rate  was  cut  from  5% 
percent  to  5  y2  percent.  It  is  now  down  to 
5>/4  percent. 

I  understand  that  now  it  has  gone  back 
up  to  5%  percent. 

I  should  like  to  ask  the  gentleman  from 
Texas  if  this  bill  is  a  repudiation  of  the 
Democratic  platform. 

Mr.  PATMAN.  No,  it  is  not.  Unfor¬ 
tunately,  the  Federal  Reserve  seized  the 
monetary  power  in  this  country  and  de¬ 
fied  the  President  of  the  United  States. 

Mr.  CEDERBERG.  What  jurisdic¬ 
tion  does  the  Federal  Reserve  have  over 
this  bill? 

Mr.  PATMAN.  They  have  complete 
jurisdiction  over  interest  rates.  They 
seized  this  power.  This  bill  has  nothing 
to  do  with  interest  rates. 

Mr.  CEDERBERG.  It  what? 

Mr.  PATMAN.  This  bill  will  have  to 
follow  the  market  on  interest  rates 
whether  they  are  high  or  whether  they 
are  low.  The  passage  of  this  bill  does  not 
indicate  a  Member  has  voted  for  high 
interest  rates  or  for  low  interest  rates. 
It  does  not  affect  interest  rates  at  all. 
We  have  to  pay  the  market  rate. 

Mr.  CEDERBERG.  The  platform  of 
the  gentleman’s  party  took  credit  for 
cutting  interest  rates  for  the  Federal 
Housing  Administration  from  5%  to  5Y2 
percent  and  down  to  5  Y\  percent.  You 
want  to  take  credit  for  getting  it  down 
to  5Y4  percent,  but  you  blame  the  Fed¬ 
eral  Reserve  for  getting  it  back  to  5% 
percent.  How  do  you  handle  that  situ¬ 
ation? 

Mr.  PATMAN.  The  Eisenhower  ad¬ 
ministration  gave  the  Federal  Reserve 
that  power. 

Mr.  CEDERBERG.  I  am  not  talking 
about  the  Eisenhower  administration. 
I  am  talking  about  the  Johnson  admin¬ 
istration. 

Mr.  PATMAN.  I  know,  but  let  me 
finish  my  sentence. 

Mr.  CEDERBERG.  No.  I  just  want 
to  know  about  that. 

Mr.  PATMAN.  I  know,  but  the  Eisen¬ 
hower  administration  let  the  Federal 
Reserve  have  this  seized  power.  It  was 
the^worst  administration  in  the  history 
of  this  Nation,  and  they  permitted  that. 

Mr.  CEDERBERG.  Let  me  say  to  the 
gentleman  I  have  listened  to  him  with 
interest.  He  would  be  a  match  for 
Cassius  Clay  because  he  can  certainly 
roll  with  the  punches  and  always  get 
back  to  somebody  else’s  problems.  How 
did  it  happen  we  went  from  5Yt  percent 
to  5%? 

Mr.  PATMAN.  If  you  will  do  a  little 
listening  instead  of  talking,  I  will  tell 
you. 

Mr.  CEDERBERG.  This  is  the  Demo¬ 
cratic  platform.  I  have  listened  to  the 
gentleman  for  14  years  and  I  have  not 
learned  anything  yet. 

Mr.  PATMAN.  I  am  afraid  you  did 
not  listen. 

Mr.  CEDERBERG.  And  I  do  not  ex¬ 
pect  to  get  it  in  a  few  minutes,  but  I  will 
try. 


Mr.  PATMAN.  The  gentleman  is 
talking,  as  he  always  does.  He  always 
does  the  talking. 

Mr.  CEDERBERG.  I  learned  a  little 
bit  of  this  from  the  gentleman  from 
Texas. 

Mr.  PATMAN.  Approach  it  with  an 
open  mind  instead  of  an  open  mouth. 

Mr.  CEDERBERG.  This  is  your  plat¬ 
form. 

Mr.  PATMAN.  If  you  want  to  know, 
I  can  tell  you,  if  you  will  just  listen. 

Mr.  CEDERBERG.  All  right.  You 
tell  me. 

Mr.  PATMAN.  And  think,  too,  along 
with  it. 

Mr.  CEDERBERG.  All  right. 

Mr.  PATMAN.  You  see,  the  Eisen¬ 
hower  administration,  for  the  first  time 
in  history,  let  the  Federal  Reserve  be 
recognized  as  independent  from  the 
elected  representatives  of  the  people; 
independent  of  Congress;  independent 
of  the  executive;  independent  of  every¬ 
body;  a  fourth  branch  of  Government. 

Mr.  CEDERBERG.  I  disagree. 

Mr.  PATMAN.  They  have  seized  that 
power,  and  they  raised  interest  rates 
last  December  37 Yz  percent  just  because 
they  did  that. 

Mr.  CEDERBERG.  All  right.  Now 
let  me  talk  just  a  little  bit.  This  admin¬ 
istration  has  been  in  power  for  6  years. 
You  have  twice  as  many  Members  as  the 
Republicans  do  in  the  House.  The  same 
goes  for  the  Senate.  Why  do  you  not  do 
something  about  changing  this  Federal 
Reserve?  You  have  had  6  years  and  you 
have  not  done  it  yet. 

Mr.  PATMAN.  We  have  had  6  years 
of  prosperity  and  growth,  the  longest  pe¬ 
riod  in  all  history. 

Mr.  CEDERBERG.  But  with  high  in¬ 
terest  rates  and  high  draft  calls.  You 
have  had  6  years  and  you  are  chairman  of 
the  Committee  on  Banking  and  Currency. 
You  handle  the  Federal  Reserve.  Why 
do  you  not  change  it? 

Mr.  PATMAN.  You  had  8  years  of 
Eisenhower. 

Mr.  CEDERBERG.  Then  why  do  you 
not  change  it?  You  have  the  votes. 

Mr.  PATMAN.  You  had  the  Federal 
Reserve  take  charge  of  interest  rates. 
You  cannot  change  it  now  because  it 
takes  a  majority  of  the  Congress,  both 
the  House  and  the  Senate. 

Mr.  CEDERBERG.  You  have  a  2  to 
1  advantage  here. 

Mr.  PATMAN.  Oftentimes  a  few  fel¬ 
lows  can  stop  things.  In  a  democracy 
there  are  a  lot  of  people  who  can  say  no 
and  make  it  stick. 

Mr.  CEDERBERG.  Who  is  saying  no 
to  you  on  this  one? 

Mr.  PATMAN.  Why,  you  are. 

The  CHAIRMAN.  The  time  of  the 
gentleman  has  expired. 

Mr.  HANNA.  Mr.  Chairman,  I  move 
to  strike  the  requisite  number  of  words. 

Mr.  Chairman  and  Members  of  the 
House,  we  are  arriving  at  the  conclusion 
of  the  debate  on  this  very  important  mat¬ 
ter.  I  think  many  of  us  are  grateful  for 
that.  All  things  must  conclude,  includ¬ 
ing  the  considerations  of  the  House  of 
Representatives.  I  should  like  to  point 
out  what  we  have  been  attempting  to  do 


in  this  legislation  is  to  bring  some  kind 
of  reasonableness  to  the  management  of 
the  debt  of  the  United  States.  We  are 
doing  the  thing  which  was  not  done  by 
the  administration  when  it  was  held  by 
the  Republicans. 

Mr.  Chairman,  we  are  doing  some¬ 
thing  that  has  been  going  on  for  the  last 
3  years — $3.3  billion  of  participation  cer¬ 
tificates  have  already  been  sold  under 
this  program. 

Now,  Mr.  Chairman,  if  things  are  in 
such  dishevelment,  if  this  is  such  an 
onerous  program,  why  is  not  there  an 
indictment  brought  against  the  $3.3  bil¬ 
lion  portfolio  already  sold? 

Mr.  Chairman,  it  ought  to  be  clear,  if 
this  program  is  going  to  raise  interest 
rates,  why  has  there  not  been  a  demon¬ 
stration  that  the  $3.3  billion  in  partici¬ 
pations  already  sold  has  had  that  effect. 
Where  have  the  Republicans  leveled 
against  the  existing  program  the  accusa¬ 
tion,  “You  raised  the  interest  rates.” 

Mr.  Chairman,  who  made  that  ac¬ 
cusation?  Nobody. 

If  there  were  other  accusations  saying 
that  participations  would  have  a  con¬ 
tracting  effect  upon  the  programs  which 
they  are  supposed  to  be  serving,  an  in¬ 
dictment  could  be  drawn  and  you  could 
stab  your  finger,  and  say  “That  is  where 
participation  sales  are  delinquent.” 

Mr.  Chairman,  who  made  that  accu¬ 
sation?  Nobody. 

Mr.  Chairman,  I  will  tell  you  what  is 
going  on.  We  have  the  administration, 
and,  therefore,  we  have  the  responsi¬ 
bility. 

In  California,  when  I  was  in  the  legis¬ 
lature  there,  we  had  an  argument  like 
this  that  went  on  where  the  administra¬ 
tion  was  trying  to  get  a  program  and  the 
opposition  was  fighting  it  on  a  political 
basis  and  using  arguments  against  it  for 
their  election. 

So  I  submitted  to  the  statehouse  mem¬ 
bers  that  I  thought  this  was  the  situa¬ 
tion  like  the  West  has  always  known, 
where  the  wagonmaster  has  to  see  the 
wagons  over  the  pass  and  the  Indians 
stay  out  in  the  boondocks  and  shoot  at 
them.  I  said,  “We  certainly  have  to  put 
up  with  a  lot  of  arrows.”  One  of  my 
Republican  friends  got  up  and  said,  “The 
gentleman  is  probably  correct,”  but  I 
would  say  to  him,  “If  we  quit  shooting 
the  arrows,  will  you  promise  not  to  give 
us  the  lance?” 

Mr.  Chairman,  I  believe  we  have  had  a 
particular  number  of  arrows  that  have 
been  shot  here  on  a  political  basis,  but 
not  one  indictment  has  been  made 
against  this  program  that  has  $3.3  billion 
behind  it  that  is  authorized,  whether  we 
pass  this  bill  or  not,  nor  criticism  leveled 
against  the  $1.9  billion  authorized  out¬ 
side  this  bill  for  the  next  fiscal  year.  All 
we  are  asking  you  to  do  is  to  say  that  this 
is  a  good  program  and  that  it  ought  to  be 
expanded. 

Mr.  WIDNALL.  Mr.  Chairman,  will 
the  gentleman  yield? 

Mr.  HANNA.  This  program  should  be 
expanded  to  include  the  $2.8  billion. 

Mr.  WIDNALL.  Mr.  Chairman,  will 
the  gentleman  yield? 
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Mr.  HANNA.  It  seems  to  me  based 
upon  its  past  experience  and  upon  its 
former  performance,  it  is  well  established 
and  it  should  have  our  support. 

Mr.  WIDNALL.  Mr.  Chairman,  will 
the  gentleman  yield  at  that  point? 

Mr.  HANNA.  Therefore,  I  believe  we 
should  go  on  and  do  what  a  responsible 
administration  should  do  and  bring  debt 
management  to  a  true  flexibility  in  deal- 
iing  with  these  matters  as  the  market 
dictates. 

Mr.  Chairman,  I  hope  we  will  go  for¬ 
ward  and  pass  this  bill. 

Mr.  WIDNALL.  Mr.  Chairman,  will 
the  gentleman  yield? 

Mr.  HANNA.  Mr.  Chairman,  I  yield 
back  the  balance  of  my  time. 

The  CHAIRMAN.  The  question  is  on 
the  amendment  offered  by  the  gentleman 
from  North  Carolina  [Mr.  Jonas]. 

The  question  was  taken  and  the  Chair 
announced  that  the  noes  appeared  to 
have  it. 

Mr.  JONAS.  Mr.  Chairman,  I  dislike 
doing  this,  but  I  must  demand  tellers  on 
this  amendment. 

Tellers  were  ordered  and  the  Chair¬ 
man  appointed  as  tellers  Mr.  Multer  and 
Mr.  Jonas. 

The  Committee  divided,  and  the  tellers 
reported  that  there  were — ayes  101,  noes 
130. 

So  the  amendment  was  rejected. 

Mr.  PATMAN.  Mr.  Chairman,  if  I 
may  make  a  unanimous  consent  request 
before  trying  to  come  to  some  agreement 
as  to  limiting  time  for  debate,  I  would 
first  ask  unanimous  consent  that  the  bill 
be  considered  as  read  and  be  open  for 
amendment  at  any  point  and  subject  to 
points  of  order. 

The  CHAIRMAN.  Is  there  objection 
to  the  request  of  the  gentleman  from 
Texas? 

Mr.  WIDNALL.  Mr.  Chairman,  re¬ 
serving  the  right  to  object,  this  would 
not  preclude  the  offering  of  an  amend¬ 
ment  to  the  second  section  of  the  bill 
we  have  been  debating? 

Mr.  PATMAN.  My  request  would  ap¬ 
ply  to  the  remainder  of  the  bill. 

The  CHAIRMAN.  We  are  about  to 
pass  on  to  the  next  section,  section  3. 

Mr.  WIDNALL.  Mr.  Chairman,  I  in¬ 
tend  to  offer  an  amendment  to  the  sec¬ 
ond  section  of  the  bill  and,  therefore,  I 
object. 

The  CHAIRMAN.  Objection  is  heard. 

AMENDMENT  OFFERED  BY  MR.  WIDNALL 

Mr.  WIDNALL.  Mr.  Chairman,  I 
offered  an  amendment. 

The  Clerk  read  as  follows: 

Amendment  offered  by  Mr.  Widnall:  Page 
4,  line  9,  strike  the  period  and  insert:  “, 
and  the  trustor  shall  promptly  pay  such 
proceeds  to  the  Secretary  of  the  Treasury  to 
be  covered  into  the  Treasury  as  miscellane¬ 
ous  receipts.” 

The  CHAIRMAN.  The  gentleman 
from  New  Jersey  is  recognized  for  5 
minutes. 

Mr.  PATMAN.  Mr.  Chairman,  will 
the  gentleman  yield? 

Mr.  WIDNALL.  I  yield  to  the  gentle¬ 
man  from  Texas. 

Mr.  PATMAN.  I  believe  the  gentle¬ 
man  from  New  Jersey  has  two  amend¬ 
ments  and  we  have  two.  I  understand 
that  one  of  the  amendments  will  be 


agreed  to.  I  wonder  if  we  could  agx-ee  to 
have  a  30-minute  limitation  on  those 
amendments,  on  all  amendments  there¬ 
to,  and  on  the  bill.  I  ask  unanimous 
consent  that  we  have  such  a  limitation. 

Mr.  WIDNALL.  Ten  minutes  on  each 
amendment? 

Mr.  PATMAN.  Ten  minutes  on  each 
amendment. 

The  CHAIRMAN.  Will  the  gentle¬ 
man  from  Texas  restate  his  request? 

Mr.  PATMAN.  Mr.  Chairman,  I  ask 
unanimous  consent  that  on  all  the  re¬ 
maining  amendments  there  be  allowed  10 
minutes  for  each,  5  minutes  to  those  who 
are  for  the  amendment  and  5  minutes  to 
those  who  are  against  the  amendment, 
the  maximum  to  be  30  minutes. 

The  CHAIRMAN.  The  gentleman 
from  Texas  asks  unanimous  consent  that 
all  debate  on  all  amendments  and  the  bill 
be  limited,  that  debate  on  each  amend¬ 
ment  be  limited  to  10  minutes,  and  that 
the  debate  on  the  bill  and  all  amend¬ 
ments  thereto  conclude  in  30  minutes. 

Mr.  BYRNES  of  Wisconsin.  Mr. 
Chairman,  I  object. 

Mr.  PATMAN.  Suppose  we  make  it  40 
minutes.  Would  the  gentleman  be  satis¬ 
fied  with  that? 

Mr.  HALLECK.  Mr.  Chairman,  a 
parliamentary  inquiry. 

The  CHAIRMAN.  The  gentleman  will 
state  it. 

Mr.  HALLECK.  The  gentleman  from 
Texas  asked  that  the  bill  be  considered 
as  read.  I  do  not  know  whether  that 
request  was  acted  upon  or  not. 

The  CHAIRMAN.  Objection  was 
heard  on  that  request. 

Mr.  HALLECK.  Mr.  Chairman,  a 
further  parliamentary  inquiry. 

The  CHAIRMAN.  The  gentleman  will 
state  it. 

Mr.  HALLECK.  Under  the  Rules  of 
the  House,  would  it  then  be  possible  to 
limit  debate  unless  the  bill  has  been  con¬ 
sidered  as  read? 

The  CHAIRMAN.  Under  a  unani¬ 
mous-consent  agreement  it  would  be  pos¬ 
sible,  and  the  Chair  understands  that 
the  gentleman  from  Texas  is  trying  to 
get  an  unanimous-consent  agreement. 

The  gentleman  from  New  Jersey  has 
been  recognized  for  5  minutes  in  support 
of  his  pending  amendment. 

Mr.  WIDNALL.  Mr.  Chairman,  there 
is  much  confusion  as  to  the  use  of  pro¬ 
ceeds  which  an  agency  receives  from  the 
sale  of  participations.  This  can  be 
clarified  by  the  amendment  I  proposed 
which  directs  the  agency  receiving  the 
proceeds  to  promptly  pay  them  into  the 
Treasury  as  miscellaneous  receipts. 

When  the  agency  made  the  loans  in¬ 
itially  funds  were  drawn  from  the  Treas¬ 
ury  for  that  purpose  and  the  agency  be¬ 
came  indebted  to  the  Treasury  in  the 
amount  of  funds  drawn.  It  seems  to  me 
that  when  the  agency  is  paid  back  in 
funds  by  “sale”  of  the  loans  through  the 
participation  device,  that  it  is  only 
proper  to  extinguish  the  agency’s  liability 
to  the  Treasury  on  account  of  such  loans 
by  requiring  the  agency  to  pay  its  debt 
to  the  Treasury. 

I  urge  the  adoption  of  the  amendment. 

Earlier  some  mention  was  made  about 
national  debt  to  the  effect  that  failure 
to  pass  this  bill  or  the  adoption  of  some 
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of  the  amendments  would  require  raising 
the  debt  ceiling.  I  have  in  my  hand  a 
clipping  from  the  AP  ticker  that  just 
came  across.  It  reads  as  follows: 

The  Treasury  Department  plans  to  ask 
Congress  next  week  for  another  temporary 
boost  in  the  debt  ceiling. 

The  request  this  year  is  expected  to  be  in 
the  neighborhood  of  $334  bUlion,  an  area 
which  is  almost  certain  to  touch  off  renewed 
debate  over  rising  debt,  deficit  financing  and 
Federal  spending. 

Unless  Congress  acts — it  never  has  failed 
to  act  in  the  past — the  debt  ceiling  will 
automatically  drop  on  July  1,  the  beginning 
of  the  fiscal  1967,  to  its  permanent  $285 
billion  level. 

The  present  1-year  temporary  ceiling  is 
$328  billion.  The  Treasury  feels  it  can  man¬ 
age  the  debt  more  efficiently  if  it  has  a  little 
room  between  the  actual  debt  and  the  ceiling. 

The  request  is  expected  to  be  transmitted 
to  the  House  Ways  and  Means  Committee 
and  the  Senate  Finance  Committee  on 
Monday. 

It  is  truly  about  time  that  we  faced 
up  to  the  true  fiscal  situation  in  this 
country  and  the  fact  that  we  are  not 
keeping  our  house  in  order.  As  a  result, 
the  continued  increased  appropriations 
and  increased  new  programs  being  en¬ 
acted  by  the  Congress,  and  the  pressures 
which  have  been  created,  have  caused  the 
necessity  for  a  program  that  involves 
higher  interest  rates.  Unless  Congress 
is  willing  to  call  a  halt  to  this,  we  are 
faced  with  a  very  serious  situation  within 
the  country. 

I  urge  the  adoption  of  this  amendment. 

Mr.  McCORMACK.  Mr.  Chairman,  I 
move  to  strike  the  requisite  number  of 
words. 

Mr.  Chairman,  the  debate  on  this  bill 
has  been  very  interesting  and  stimulat¬ 
ing,  and  at  times  there  has  been  some 
humor,  particularly  when  I  heard,  to 
my  amazement,  my  good  friend  from 
New  York  refer  to  “fat  cats”,  which  I 
thought  was  rather  a  slurring  reference 
to  most  of  the  big  contributors  to  the 
Republican  Party. 

In  relation  to  the  pending  amendment, 
this  is  in  effect  the  same  amendment  as 
that  which  was  offered  by  the  gentleman 
from  North  Carolina  [Mr.  Jonas]  and 
which  was  defeated  only  a  few  minutes 
ago. 

This  amendment  would  have  a  serious 
adverse  effect  in  the  field  of  education, 
in  the  field  of  conservation. 

Oh,  how  I  hear  these  gentlemen  from 
the  rural  districts  speak  in  favor  of  and 
vote  for  the  amendment  when  the  effect 
of  it  will  be  adverse  to  the  people  of  their 
district.  It  will  have  an  adverse  effect 
upon  the  veterans,  it  will  have  a  disas¬ 
trous  effect  in  the  field  of  agriculture, 
and  right  across  the  whole  expenditure 
field  of  our  Government.  So  when  one 
vote  for  this  he  is  voting  for  an  amend¬ 
ment  that  is  going  to  have  a  far-reaching 
adverse  effect  upon  both  the  rural  and 
the  urban  activities  and  the  life  of  our 
country. 

So  let  us  not  have  any  deception  about 
the  effect  of  these  high-sounding  phrases 
that  I  have  been  hearing  my  Republican 
friends  utter  today  and  utter  for  the 
past  38  years. 

I  heard  them  arguments  against  Social 
Security,  I  heard  them  against  minimum 
wage,  I  heard  them  against  agriculture, 
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and  I  heard  them  against  all  of  the  great 
bills  of  past  years.  There  were  argu¬ 
ments  such  as  socialism,  or  States  rights, 
and  many  other  slogans. 

They  try  to  lick  legislation  by  slogans. 
However,  despite  that,  the  only  disturb¬ 
ing  note  is  the  fact  that  one  of  my  dear 
friends  on  the  Republican  side — whose 
name  I  will  not  mention — injected  into 
the  debate  the  phrase  “fat  cats”.  That 
not  only  referred  to  those  who  live  in  his 
own  district,  but  also  the  big  contribu¬ 
tors,  as  I  have  said,  of  past  years  and  of 
the  present  years  and  future  years  of 
our  Republican  friends  and  the  Repub¬ 
lican  Party. 

I  do  not  blame  them  for  taking  the 
contributions,  but  I  do  blame  them  for 
slurring  them  in  the  House  of  Represent¬ 
atives. 

This  bill  is  not  a  new  proposition.  This 
basic  type  of  asset  sales  program  was 
used  during  the  administration  of  Presi¬ 
dent  Eisenhower,  to  the  advantage  of  our 
country. 

It  has  received  support  during  the 
Eisenhower,  the  Kennedy,  and  the  John¬ 
son  administrations.  It  expands  con¬ 
gressional  control  through  the  pooling 
of  asset  sales. 

As  well  said  by  the  gentleman  from 
Florida  [Mr.  Sikes!  “it  will  encourage 
the  substitution  of  private  credit  for 
public  credit  in  Federal  lending 
programs.” 

Reference  has  been  made  by  the  gen¬ 
tleman  from  Arkansas  [Mr.  Mills!  to 
the  fact  that  the  Export-Import  Bank 
since  1962  has  made  sales  of  $1.7  bil¬ 
lion  through  participating  sales  of  its 
loans. 

The  Federal  National  Mortgage  Asso¬ 
ciation,  by  reason  of  authority  given  by 
the  Housing  Act  of  1964,  sold  about  $1.6 
billion  of  participating  certificates  in 
pools  of  home  mortgages  made  by  the 
FHA  and  the  Veterans’  Administration. 

This  bill  simply  extends  the  method. 

We  know  that  about  $33  billion  are 
now  immobilized  in  our  portfolio,  and 
that  four  years  ago  it  was  about  $25.1 
billion. 

As  the  gentleman  from  Arkansas  [Mr. 
Mills!,  well  said  last  Monday  in  a  con¬ 
vincing  speech: 

The  primary  reason  for  this  growth  in 
the  portfolio  is  that  the  market  for  individ¬ 
ual  loans  under  Federal  credit  programs  is 
limited.  Often  this  has  the  effect  of  driv¬ 
ing  up  the  price — expressed  in  the  yield 
that  the  Government  must  guarantee  to  pri¬ 
vate  investors  in  order  to  interest  them  in 
direct  purchases.  Beyond  that,  we  have 
found  that  the  market  often  simply  does  not 
exist  for  much  of  the  loan  paper  we  hold. 

Those  are  the  words  of  our  distin¬ 
guished  friend  and  legislator,  the  Chair¬ 
man  of  the  Ways  and  Means  Committee. 
I  do  not  believe  there  is  any  sounder 
man  on  fiscal  affairs  in  or  out  of  the 
executive  branch  of  Government  than 
the  gentleman  from  Arkansas  [Mr. 
Mills!. 

So  I  urge  the  passage  of  the  bill.  I 
urge  the  defeat  of  the  pending  amend¬ 
ment. 

Mr.  GERALD  R.  FORD.  Mr.  Chair¬ 
man,  I  move  to  strike  the  requisite  num¬ 
ber  of  words. 

Mr.  Chairman,  I  believe  that  all  of  us 
thoroughly  enjoy  the  observations  and 


comments  of  our  distinguished  Speaker 
any  time  he  takes  the  well  to  discuss 
a  pending  amendment,  legislation  as  a 
whole  on  even  politics. 

I  believe  it  is  proper  to  state,  however, 
that  he  did  not  discuss  the  real  merits 
of  this  particular  amendment. 

This  amendment  will  provide  for 
honesty — I  emphasize  honesty — in  Fed¬ 
eral  budgeting.  It  will  also  provide  for 
the  proper  control  by  our  House  com¬ 
mittees  of  projects  and  programs  over 
which  they  have  jurisdiction.  If  we  do 
not  adopt  this  amendment,  we  will  have 
difficulty  in  determining  whether  a 
budget  is  honest  or  inaccurate.  Of 
course,  if  this  amendment  is  not  ap¬ 
proved  many  of  the  committees  of  this 
House  will  lose  proper  control  over  the 
programs  and  projects  coming  before 
them  for  their  observation  and  recom¬ 
mendation. 

It  is  amazing  to  me  that  my  Democra¬ 
tic  friends  across  the  aisle  have  almost 
to  a  man  opposed  amendments  here  on 
the  floor  of  the  House  today  that  would 
give  the  small  purchasers  of  Federal 
Government  securities  such  as  those 
proposed  in  this  bill  an  opportunity  to 
participate.  The  Members  of  the  Demo¬ 
cratic  Party  here  today  have  vigorously 
opposed  those  amendments  that  would 
benefit  small  purchasers.  They  have 
helped,  by  their  opposition,  the  big  pur¬ 
chasers  from  the  large  metropolitan 
communities. 

In  addition,  my  Democratic  friends 
have  opposed  a  ceiling  on  interest  rates. 
I  was  almost  dumbfounded  to  note  that 
they  apparently  favor  a  higher  interest 
rate,  contrary  to  their  own  Democratic 
platform  of  1964. 

And  in  addition  they  have  fought  hard 
and  successfully  to  prevent  competition 
in  the  marketplace  in  the  sale  of  these 
participation  certificates. 

What  is  wrong  with  competition? 
Why  can  we  not  have  open  competitive 
bidding  if  these  participation  certificates 
are  issued?  Why  should  they  go  to  one 
purchaser,  obviously  a  large  banker  or 
combination  of  bankers?  I  do  not  un¬ 
derstand  the  change  of  heart  of  my 
Democratic  friends  in  the  handling  of 
this  legislation  and  the  problems  in¬ 
volved. 

Let  me  conclude  with  this  observation. 
My  good  friend,  the  distinguished 
Speaker  of  the  House,  discussed  past 
political  proposals  and  political  differ¬ 
ences  between  Democrats  and  Republi¬ 
cans.  I  think  it  is  appropriate  to  com¬ 
ment  that  in  1966  we  will  be  in  a  turbu¬ 
lent  political  arena.  We  will  be  discuss¬ 
ing  some  of  the  problems  we  are  wres¬ 
tling  with  here  today.  However,  I  think 
it  is  fair  for  us  to  point  out  to  our  good 
friends  across  the  aisle  right  now  that 
we  have  had  higher  debt  as  far  as  the 
Federal  Government  is  concerned  under 
this  administration;  we  have  had  higher 
interest  rates  under  this  administration; 
we  have  had  higher  draft  calls  under 
President  Johnson.  Everything  seems 
to  be  higher,  including  prices  under  this 
administration  and  this  Democratic- 
dominated  Congress.  It  is  fair  to  point 
out,  I  think,  that  the  Great  Society  is 
becoming  the  “High  Society”  and  the 
American  voters  will  take  this  hard  fact 


into  consideration  in  this  campaign  be¬ 
tween  now  and  November. 

Mr.  PATMAN.  Mr.  Chairman,  I  ask 
unanimous  consent  that  debate  on  this 
particular  amendment  and  all  amend¬ 
ments  thereto  close  in  5  minutes  with  2  y2 
minutes  reserved  to  the  chairman. 

The  CHAIRMAN.  Is  there  objection 
to  the  request  of  the  gentleman  from 
Texas? 

There  was  no  objection. 

The  CHAIRMAN.  The  gentleman 
from  Texas  [Mr.  Patman!  is  recognized 
for  5  minutes  to  close  debate. 

Mr.  PATMAN.  Mr.  Chairman,  I  will 
not  use  the  5  minutes.  The  gentleman 
from  Michigan,  the  distinguished  minor¬ 
ity  leader,  reminded  us  of  several  facts 
that  he  considered  are  valid  facts  in 
connection  with  this  bill  that  I  do  not 
consider  are  valid  facts  at  all.  The  main 
point  is  that  the  majority  party  is  try¬ 
ing  to  help, certain  groups  in  this  coun¬ 
try.  We  are  trying  to  help  the  country 
by  helping  these  groups.  One  such  group 
is  the  small  business  people.  This  bill 
will  help  small  business  people.  A  vote 
against  this  bill  will  be  a  vote  against  the 
interests  of  small  business  in  the  United 
States.  This  bill  is  in  the  interests  of 
small  towns  for  facility  loans,  for  water 
and  sewage,  and  other  similar  purposes. 
A  vote  against  this  bill  is  a  vote  against 
helping  these  small  towns.  There  is  no 
other  way  to  consider  it.  A  vote  against 
this  bill  is  a  vote  against  the  veterans, 
because  they  are  involved  here,  too.  They 
would  get  tremendous  benefits  in  the 
way  of  loans  at  low  rates  of  interest  if 
this  bill  is  passed.  A  vote  against  this 
bill  is  a  vote  against  college  housing.  It 
is  a  vote  against  loans  for  educational 
facilities.  We  think  this  bill  is  on  the 
side  of  the  poor  people,  the  low-income 
groups,  the  middle-income  groups,  and 
in  the  interest  of  the  country  generally. 

Mr.  Chairman,  I  hope  that  this 
amendment  which,  as  the  Speaker  stat¬ 
ed,  is  another  piece  of  the  same  amend¬ 
ment  practically  that  was  offered  awhile 
ago  by  the  gentleman  from  North  Caro¬ 
lina  and  was  defeated  by  what  I  consider 
to  be  a  pretty  sizable  vote — I  hope  that 
this  amendment  is  defeated. 

Mr.  Chairman,  I  ask  for  a  vote. 

The  CHAIRMAN.  The  question  is  on 
the  amendment  offered  by  the  gentle¬ 
man  from  New  Jersey  [Mr.  Widnall!. 

The  amendment  was  rejected. 

The  CHAIRMAN.  The  Clerk  will  read. 

The  Clerk  read  as  follows : 

Sec.  3.  (a)  Section  305(c)  of  the  Federal 
National  Mortgage  Association  Charter  Act 
is  amended  by  deleting  “by  $450,000,000  on 
July  1, 1966,’’. 

(b)  Section  401(d)  of  the  Housing  Act 
of  1950  is  amended  by  deleting  “1968:”  im¬ 
mediately  preceding  the  first  proviso  and  by 
substituting  therefor  “1965,  and  1967  and 
1968:”. 

Sec.  4.  (a)  Section  303(c)  of  title  III  of 
the  Higher  Education  Facilities  Act  of  1963 
is  amended  by  striking  out  the  first  nine 
words  in  the  second  sentence  and  substitut¬ 
ing  therefor  the  following:  “For  the  purpose 
of  making  payments  into  the  fund  estab¬ 
lished  under  section  305”. 

(b)  Title  III  of  the  Higher  Education  Fa¬ 
cilities  Act  of  1963  is  further  amended  by 
adding  after  section  304  the  following  new 
section : 
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"REVOLVING  loan  fund 

"Sec.  305.  (a)  There  is  hereby  created 
within  the  Treasury  a  separate  fund  for  high¬ 
er  education  academic  facilities  loans  (here¬ 
after  in  this  section  called  “the  fund”)  which 
shall  be  available  to  the  Commissioner  with¬ 
out  fiscal  year  limitation  as  a  revolving  fund 
for  the  purposes  of  this  title.  The  total  of 
any  loans  made  from  the  fund  in  any  fiscal 
year  shall  not  exceed  limitations  specified  in 
appropriation  Acts. 

“(b)(1)  The  Commissioner  is  authorized 
to  transfer  to  the  fund  available  appropria¬ 
tions  provided  under  section  303(c)  to  pro¬ 
vide  capital  for  the  fund.  All  amounts 
received  by  the  Commissioner  as  interest 
payments  or  repayments  of  principal  on 
loans,  and  any  other  moneys,  property,  or 
assets  derived  by  him  from  his  operations  in 
connection  with  this  title,  including  any 
moneys  derived  directly  or  indirectly  from 
the  sale  of  assets,  or  beneficial  interests  or 
participations  in  assets,  of  the  fund,  shall  be 
deposited  in  the  fund. 

“(2)  All  loans,  expenses,  and  payments 
pursuant  to  operations  of  the  Commissioner 
under  this  title  shall  be  paid  from  the  fund, 
including  (but  not  limited  to)  expenses  and 
payments  of  the  Commissioner  in  connec¬ 
tion  with  sale,  under  section  302(c)  of  the 
Federal  National  Mortgage  Association  Char¬ 
ter  Act,  of  participations  in  obligations  ac¬ 
quired  under  this  title.  From  time  to  time, 
and  at  least  at  the  close  of  each  fiscal  year, 
the  Commissioner  shall  pay  from  the  fund 
into  the  Treasury  as  miscellaneous  receipts 
interest  on  the  cumulative  amount  of  ap¬ 
propriations  paid  out  for  loans  under  this 
title  or  available  as  capital  to  the  fund,  less 
the  average  undisbursed  cash  balance  in  the 
fund  during  the  year.  The  rate  of  such  in¬ 
terest  shall  be  determined  by  the  Secretary  of 
the  Treasury,  taking  into  consideration  the 
average  market  yield  during  the  month  pre¬ 
ceding  each  fiscal  year  on  outstanding  Treas¬ 
ury  obligations  of  maturity  comparable  to 
the  average  maturity  of  loans  made  from  the 
fund.  Interest  payments  may  be  deferred 
with  the  approval  of  the  Secretary  of  the 
Treasury,  but  any  interest  payments  so  de¬ 
ferred  shall  themselves  bear  interest.  If  at 
any  time  the  Commissioner  determines  that 
moneys  in  the  fund  exceed  the  present  and 
any  reasonably  prospective  future  require¬ 
ments  of  the  fund,  such  excess  may  be  trans¬ 
ferred  to  the  general  fund  of  the  Treasury.” 

Sec.  5.  Section  338(c)  of  the  Consolidated 
Farmers  Home  Administration  Act  of  1961 
is  amended  by  striking  in  the  second  sentence 
"and  (8)”  and  inserting  in  lieu  thereof  “(8) 
section  8  of  the  Watershed  Protection  and 
Flood  Prevention  Act,  as  amended  (16  TJ.S.C. 
1006a);  (9)  section  32(e)  of  the  Bankhead- 
Jones  Farm  Tenant  Act,  as  amended  (7  U.S.C. 
1011);  and  (10)”;  and  by  inserting  in  the 
fifth  sentence  after  "title,”  the  following: 
"section  8  of  the  Watershed  Protection  and 
Flood  Prevention  Act,  as  amended,  and  sec¬ 
tion  32(e)  of  the  Bankhead- Jones  Farm  Ten¬ 
ant  Act,  as  amended,”. 

Sec.  6.  Nothing  in  this  Act  shall  be  con¬ 
strued  to  repeal  or  modify  the  provisions 
of  section  1820(e)  of  title  38,  United  States 
Code,  respecting  the  authority  of  the  Ad¬ 
ministrator  of  Veterans’  Affairs. 

Mr.  PATMAN  (during  reading  of  the 
bill) .  Mr.  Chairman,  I  ask  unanimous 
consent  that  the  bill  be  considered  as 
read  and  open  to  amendment  at  any 
point  where  we  are  dispensing  with  the 
reading  thereof,  and  also  subject  to  any 
point  of  order. 

The  CHAIRMAN.  The  gentleman 
from  Texas  asks  unanimous  consent  that 
the  remainder  of  the  bill  be  considered 
as  read  and  open  to  amendment  at  any 
point  and  subject  to  any  point  of  order. 

Is  there  objection  to  the  request  of 
the  gentleman  from  Texas? 

There  was  no  objection. 


AMENDMENT  OFFERED  BY  MR.  BOW 

Mr.  BOW.  Mr.  Chairman,  I  offer  an 
amendment. 

The  Clerk  read  as  follows: 

Amendment  offered  by  Mr.  Bow:  On  page 
8,  following  the  period  on  line  4,  add  the  fol¬ 
lowing  ; 

"A  business-type  budget  for  the  fund  shall 
be  prepared,  transmitted  to  the  Congress, 
considered,  and  enacted  in  the  manner  pre¬ 
scribed  by  law  (sections  102,  103,  and  104 
of  the  Government  Corporation  Control  Act 
(31  U.S.C.  847-849)  for  wholly  owned  Gov¬ 
ernment  corporations.” 

(Mr.  BOW  asked  and  was  given  per¬ 
mission  to  revise  and  extend  his  re¬ 
marks.) 

Mr.  BOW.  Mr.  Chairman,  this 
amendment  simply  provides  for  the  an¬ 
nual  submission  to  Congress  of  a  busi¬ 
ness-type  budget  with  respect  to  the  aca¬ 
demic  facilities  revolving  loan  fund. 

The  business-type  budget  is  presently 
utilized  with  respect  to  other  revolving 
funds  and  to  wholly  owned  Government 
corporations.  While  I  think  we  could 
reasonably  expect  that  the  Department 
of  Health,  Education,  and  Welfare 
would  voluntarily  submit  business-type 
budgets  with  respect  to  this  revolving 
fund,  we  should  make  certain  that  such 
a  practice  will  be  followed.  The  amend¬ 
ment  will  do  just  that. 

I  am  inclined  to  believe  that  the  man¬ 
ager  of  the  bill,  the  gentleman  from 
Texas  [Mr.  Patman]  would  be  agreeable 
to  accepting  this  amendment.  I  say 
that  because  he  offered  and  the  House 
approved  an  identical  amendment  to  the 
Small  Business  Administration  bill,  S. 
2729,  on  March  31  when  we  were  con¬ 
sidering  the  establishment  of  two  revolv¬ 
ing  funds  for  that  agency. 

At  that  time,  the  distinguished  gen¬ 
tleman  said: 

Both  of  these  amendments  are  minor 
and  technical  in  nature  and  in  no  way 
change  the  intent  or  effect  of  the  bill.  The 
amendments  have  been  cleared  with  the  Bu¬ 
reau  of  the  Budget,  as  well  as  the  minority 
leadership  of  the  Banking  and  Currency 
Committee. 

The  first  portion  of  the  amendments  would 
merely  make  it  clear  that  budget  require¬ 
ments  and  projections  would  still  be  handled 
through  the  Bureau  of  the  Budget  and  would 
not  come  directly  from  SBA  without  con¬ 
sulting  the  Bureau  of  the  Budget. 

The  second  portion  of  the  amendments 
would  put  SBA  under  the  Government- 
owned  Corporation  Act  so  that  the  Appro¬ 
priations  Committee  would  still  be  able  to 
review  the  funding  of  the  agency  every  year. 

Mr.  Chairman,  these  amendments  were 
carefully  drawn  with  the  support  and  help 
of  the  minority,  and  the  Members  on  both 
sides  agree  to  it.  I  do  not  believe  there  is 
any  objection  to  it.  I  hope  that  it  is 
adopted. 

Mr.  Chairman,  this  is  a  desirable 
amendment  and  I  urge  its  adoption. 

Mr.  Chairman,  yesterday  during  the 
debate  on  this  bill,  H.R.  14544,  the  gen¬ 
tleman  from  Texas  [Mr.  Patman]  said 
that  I  had  voted  in  1964  for  a  proposal 
that  was  identical  to  this  bill.  Of 
course,  the  gentleman’s  statement  was 
not  correct.  I  want  to  set  the  record 
straight. 

On  August  19,  1964,  the  House  ap¬ 
proved  by  a  vote  of  310  yeas  to  70  nays 
an  omnibus  housing  bill,  S.  3049.  I 
voted  to  approve  the  conference  report 
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but  I  did  not  vote  to  approve  anything 
identical  to  the  provisions  of  this  bill. 

After  the  House  had  acted  on  the 
omnibus  housing  bill  in  1964,  the  Senate 
added  an  amendment  which  would  have 
permitted  the  Federal  National  Mort¬ 
gage  Association  to  sell  beneficial  inter¬ 
ests  or  participations  in  respect  to  mort¬ 
gages  or  interests  therein  held  by  Gov¬ 
ernment  agencies.  The  House  conferees 
agreed  to  that  Senate  amendment  with 
a  House  amendment  which  restricted  the 
participation  sales  to  first  mortgages 
held  by  the  Government. 

The  statement  of  the  House  managers 
with  respect  to  the  conference  report — 
House  Report  No.  1828 — reflects  the  fol¬ 
lowing  : 

The  Senate  bill  contained  a  provision  not 
in  the  House  amendment  authorizing  FNMA 
to  sell  beneficial  interests  or  participations 
in  respect  to  mortgages  or  interests  therein 
held  by  Government  agencies.  The  con¬ 
ference  substitute  contains  the  Senate  pro¬ 
vision  with  an  amendment  restricting  its 
application  to  first  mortgages  held  by  the 
Government. 

Sale  of  participations  which  was  au¬ 
thorized  by  the  housing  bill  of  1964  was 
quite  different  from  the  provisions  of 
H.R.  14544,  which  are  not  restricted  to 
first  mortgage  notes  but  which  do  per¬ 
mit  budget  expenditures  of  very  substan¬ 
tial  amounts  to  cover  insufficiencies  in 
interest  and  principal  that  will  occur  as 
a  result  of  enactment  of  H.R.  14544. 

The  matter  of  participation  sales  was 
not  considered  by  the  House  except  for 
adoption  of  the  conference  report  on  the 
housing  bill  of  1964.  When  the  bill  went 
to  conference,  there  were  66  items  in  dis¬ 
agreement  among  the  plethora  of  pro¬ 
visions  in  the  bill.  Naturally,  there  were 
provisions  in  the  final  version  of  S.  3049 
over  which  Members  would  have  some 
reservation  but  there  were  also  many 
desirable  provisions  which  overshadowed 
the  undesirable  ones. 

I  make  no  apology  for  having  voted  for 
the  conference  report  in  1964.  If  the 
gentleman  from  Texas  [Mr.  Patman] 
were  sponsoring  a  sales  participation  bill 
today  that  permitted  the  pooling  only  of 
first  mortgages  in  participation  sales 
certificates,  I  do  not  think  he  would 
have  encountered  the  opposition  that  has 
been  expressed  these  last  3  days  to 
H.R.  14544. 

Mr.  PATMAN.  Mr.  Chairman,  will  the 
gentleman  yield? 

Mr.  BOW.  I  shall  be  delighted  to  yield 
to  the  gentleman  from  Texas. 

Mr.  PATMAN.  Mr.  Chairman,  I  feel 
that  the  gentleman  from  Ohio  has  a  good 
amendment.  It  strengthens  the  lan¬ 
guage  contained  in  the  bill.  Therefore, 
we  are  very  glad  to  accept  it,  sir. 

Mr.  BOW.  I  thank  the  gentleman 
from  Texas. 

The  CHAIRMAN.  The  question  is  on 
the  amendment  of  the  gentleman  from 
Ohio  [Mr.  Bow], 

The  amendment  was  agreed  to. 

AMENDMENT  OFFERED  BY  MR.  PATMAN 

Mr.  PATMAN.  Mr.  Chairman,  I  offer 
an  amendment. 

The  Clerk  read  as  follows: 

Amendment  offered  by  Mr.  Patman:  On 
page  9,  line  25,  insert  "(a)”  immediately 
after  "Sec.  6.” 

On  page  10,  insert  immediately  after  line 
3: 
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“(b)  After  June  30,  1966,  no  department 
or  agency  listed  In  section  302(c)(2)  of  the 
Federal  National  Mortgage  Association 
Charter  Act  may  sell  any  obligation  held  by 
it  except  as  provided  in  section  302(c)  of 
that  Act,  or  as  approved  by  the  Secretary  of 
the  Treasury,  except  that  this  prohibition 
shall  not  apply  to  secondary  market  opera¬ 
tions  carried  on  by  the  Federal  National 
Mortgage  Association.’’ 

Mi’.  PATMAN.  Mr.  Chairman,  in  sub¬ 
stance,  the  proposed  amendment  pro¬ 
vides  that  after  June  20,  1966,  all  sales 
of  obligations  by  Federal  departments 
and  agencies  as  listed  in  section  302(c) 
(2) ,  as  just  amended  by  the  House,  may 
make  sales  of  obligations  only  by  going 
the  FNMA  route.  This  amendment,  in 
substance,  is  parallel  to  the  amendment 
offered  requiring  that  participation  sales 
be  made  through  FNMA.  However,  it 
should  be  noted  that  some  of  the  agen¬ 
cies  affected,  such  as  the  Small  Business 
Administration,  have  under  existing  stat¬ 
utory  authority  the  authority  to  make 
direct  sales  of  obligations  without  estab¬ 
lishing  participation  pools.  I  do  not 
deem  it  advisable  that  this  authority 
should  be  continued  without  the  estab¬ 
lishment  of  specific  controls.  In  the  first 
place,  the  amendment  I  have  offered 
would  prohibit  the  direct  sale  of  assets 
by  the  SBA  without  the  approval  of  the 
Secretary  of  the  Treasury.  I  deem  it 
essential  that  the  Secretary  of  the 
Treasury  have  direct  responsibility,  be¬ 
ing  the  chief  fiscal  officer  of  the  United 
States,  to  approve  and  coordinate  any  di¬ 
rect  sales  by  any  department  or  agency 
having  existing  authority  to  make  such 
sales.  However,  the  primary  thrust  of  the 
proposed  amendment  is  to  require  that 
all  affected  sales  of  obligations  would 
be  made  through  the  establishment  of 
participation  pools  administered  by 
FNMA  and  FNMA  alone. 

It  is  my  view  that  if  the  participation 
sales  program  is  to  work,  it  will  work  best 
within  a  legislative  framework  providing 
for  strict  supervision  and  strict  controls. 

Believing  that  the  amendment  I  have 
proposed  will  accomplish  these  ends;  I 
urge  its  adoption  by  the  House. 

Mr.  WIDNALL.  Mr.  Chairman,  I  rise 
in  opposition  to  the  amendment. 

I  hope  that  the  very  distinguished 
chairman  of  the  Committee  on  Ways  and 
Means  is  on  the  floor  at  the  present  time 
because  I  listened  with  great  interest  to 
his  talk  the  other  day  when  he  spoke 
very  forcefully  against  limiting  direct 
sales  by  the  Government  agencies. 

This  proposal  that  has  been  offered  by 
the  chairman  of  our  committee  would 
absolutely  prohibit  direct  sales  unless 
approval  is  obtained  from  the  Treasury 
of  the  United  States.  The  agency  itself 
would  lose  control  of  using  this  device 
for  the  disposition  of  assets. 

I  would  ask  the  chairman,  was  this 
amendment  cleared  with  the  chairman 
of  the  Committee  on  Ways  and  Means? 

Mr.  PATMAN.  Of  course,  it  is  not 
under  the  jurisdiction  of  the  Committee 
on  Ways  and  Means.  But  I  will  state 
to  the  gentleman,  and  I  know  about  the 
gentleman’s  strong  beliefs  on  these  mat¬ 
ters,  I  have  worked  with  him  for  years. 
But  the  limitation  on  the  Secretary  of 
the  Treasury  and  having  him  approve 
of  the  making  Of  direct  sales  is  for  the 
purpose  of  coordination  only. 


We  have  had  all  kinds  of  testimony — 
testimony  of  different  agencies  selling  at 
the  same  time  in  competition  and  thus 
destroying  the  market  and  making  us 
pay  higher  rates  of  interest.  So  in  the 
interest  of  orderly  procedure  and  coordi¬ 
nation,  we  are  offering  this  amendment 
so  as  to  compel  all  of  them  to  clear 
through  the  Secretary  of  the  Treasury 
and  the  Secretary  of  the  Treasury  is  the 
only  one  that  they  should  have  to  clear 
through.  The  Secretary  of  the  Treasury 
can  give  the  authority  to  do  this  in  the 
public  interest. 

I  hope  the  gentleman  will  not  oppose 
the  amendment. 

Mr.  WIDNALL.  The  budget  this  year 
provides  for  $500  million  of  direct  sales 
by  the  agencies.  This  would  violate  the 
budget  and  it  would  require  approval  by 
the  Treasury  before  any  of  these  sales 
could  be  made. 

Mr.  PATMAN.  The  gentleman  knows 
and  I  know  that  the  Secretary  of  the 
Treasury  is  going  to  approve  any  sale 
that  the  Director  of  the  Budget,  who  is 
a  part  of  the  office  administered  by  the 
Secretary  of  the  Treasury,  approves. 

I  believe  this  would  be  a  safe  proce¬ 
dure  and  I  hope  the  gentleman  will  see 
our  viewpoint  and  support  it. 

Mr.  WIDNALL.  May  I  just  ask  this 
question.  Why  is  it  needed? 

Mr.  PATMAN.  It  is  needed  to  keep 
from  having  confusion  with  all  of  these 
different  agencies  going  into  the  market 
at  the  same  time  without  any  coordina¬ 
tion  and  thereby  destroying  the  market 
and  making  us  all  pay  higher  interest 

Mr.  WIDNALL.  Mr.  Chairman,  in 
closing  I  would  like  to  point  out  that 
this  is  just  another  example  of  what 
should  have  been  done  in  the  committee, 
if  there  had  been  proper  committee  con¬ 
sideration  in  full  hearings  and  if  the 
committee  had  been  really  able  to  work 
its  will. 

I  regret  very  much  today  that  it  has 
been  necessaiy  on  the  floor  of  the  House 
to  spend  so  much  time  on  these  amend¬ 
ments  to  try  to  improve  a  bill  which  the 
members  of  the  committee  had  no  oppor¬ 
tunity  to  study  properly  in  committee. 

Mr.  Chairman,  I  feel  this  is  a  good 
amendment  and  it  should  be  adopted. 

Mr.  BYRNES  of  Wisconsin.  Mr. 
Chairman,  I  move  to  strike  out  the  last 
word. 

Mr.  Chairman,  I  rise  in  support  of  the 
amendment. 

I  would  like,  Mr.  Chairman,  to  recite  a 
little  history  in  this  field  of  the  sale  of 
Government-held  mortgages  and  credit 
instruments. 

It  is  true  that  this  matter  of  convert¬ 
ing  these  instruments  into  cash  was 
started  during  the  Eisenhower  adminis¬ 
tration.  I  would  take  issue,  however, 
with  the  Speaker  when  he  states  that  the 
concept  of  borrowing  money  through  the 
sale  of  participation  certificates  was  en¬ 
gaged  in  during  that  period,  because  it 
certainly  was  not — and  they  cannot  point 
to  a  single  instance  of  it.  There  is  a  big 
distinction  between  outright  sale  of  obli¬ 
gations  and  borrowing  on  participation 
certificates. 

Back  in  1963,  when  the  debt  ceiling 
legislation  was  before  the  Committee  on 
Ways  and  Means,  we  on  the  minority 


urged  and  encouraged  the  administra¬ 
tion  to  sell  some  of  the  debt  instruments 
and  credit  instruments  held  by  the  Gov¬ 
ernment,  in  order  to  have  the  cash  and 
thus  not  have  to  borrow  as  much  for  pur¬ 
poses  of  the  public  debt. 

At  that  time  we  suggested  that  not 
enough  effort  was  being  made  to  make 
such  sales. 

Let  me  first  say  that  what  we  were 
talking  about  was  actual  sales — the 
transfer  of  title.  The  program-  that  is 
proposed  here  today  has  nothing  what¬ 
ever  to  do  with  sales.  It  is  simply  an¬ 
other  method  of  borrowing  money,  and 
all  you  have  to  do  is  look  at  one  of  these 
certificates  of  participation  and  you  will 
see  that  it  is  a  promissory  note  by  the 
U.S.  Government,  due  at  the  date  in  the 
future,  with  an  interest  rate. 

Now,  that  is  not  a  sale. 

What  we  suggested  at  that  time  was 
that  a  greater  effort  should  be  made  for 
an  actual  sale,  disposition,  and  conver¬ 
sion  to  cash  of  these  assets  that  were 
held  by  the  Government. 

It  is  interesting  to  note  that  at  that 
time  the  Director  of  the  Bureau  of  the 
Budget,  Mr.  Gordon,  supplied  some  in¬ 
formation  to  the  Ways  and  Means  Com¬ 
mittee  about  some  of  the  dangers  that 
were  involved  in  moving  too  fast  in  this 
area.  I  am  going  to  put  his  full  expla¬ 
nation  and  statement  on  the  sales  and 
salability  of  financial  assets  of  the  Fed¬ 
eral  Government  that  was  presented  to 
the  committee  at  that  time  into  the  Rec¬ 
ord  when  we  get  into  the  House.  I  will 
ask  to  include  it  in  my  remarks,  because 
I  think  it  is  pertinent  and  I  think  it  is 
interesting. 

But  let  me  read  a  couple  of  paragraphs 
from  this  letter.  First,  Mr.  Gordon 
said: 

However,  large  sales  of  specialized  assets 
(that  is,  mortgages)  can.  absorb  funds  and 
raise  interest  rates  in  a  particular  market. 
The  housing  market  is  particularly  sensitive 
to  changes  in  interest  rates  and  the  avail¬ 
ability  of  funds.  Federal  assets  sales  must 
be  carefully  planned  to  avoid  depressing 
mortgage  prices  and  contributing  to  an  un¬ 
desirable  reduction  in  housing  construction. 

And  yet  you  are  planning  here  an  al¬ 
most  indiscriminate  borrowing  on  the 
basis  of  these  participation  certificates. 
I  caution  you  against  an  indiscriminate 
use  even  of  the  borrowing  process  in  this 
instance.  I  think  it  is  essential  that  di¬ 
rect  sales  be  coordinated,  and  I  approve 
that  amendment,  as  I  understand  it,  and 
the  purpose  of  the  amendment,  offered 
by  the  Chairman  of  the  Committee  on 
Banking  and  Currency. 

But  let  me  go  further  with  another 
caution  of  Mr.  Gordon,  the  Director  of 
the  Bureau  of  the  Budget,  back  in  1963. 
He  said: 

Attempting  to  seU  too  large  a  volume  of 
assets  too  quickly  would  depress  the  price 
of  the  assets:  in  consequence,  the  Govern¬ 
ment  would  suffer  capital  loses  which  could 
have  been  avoided  by  a  more  careful  paced 
sales  program. 

He  said  also : 

In  some  cases,  that  is,  college  housing 
loans,  a  careful  program  of  Government 
sales  can  build  up  private  investor  interest 
in  particular  types  of  obligations  and  lead 
in  future  years  to  a  reduced  need  for  Gov¬ 
ernment  direct  loans. 
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But  listen  to  this: 

However,  a  crash  program  of  sales  at  heavy 
discounts,  might  simply  postpone  the  day 
when  the  private  market  would  be  willing  to 
absorb  these  loans  at  reasonable  prices,  and 
might  also  make  it  more  difficult  for  colleges 
and  universities  currently  to  float  dormitory 
loans  in  the  private  market. 

The  CHAIRMAN.  The  time  of  the 
gentleman  from  Wisconsin  has  expired. 

Mr.  BYRNES  of  Wisconsin.  Mr. 
Chairman,  I  hate  to  do  this,  but  I  ask 
unanimous  consent  that  I  may  proceed 
for  2  additional  minutes. 

The  CHAIRMAN.  Without  objection, 
the  gentleman  from  Wisconsin  will  be 
recognized  for  3  additional  minutes. 

There  was  no  objection. 

Mr.  BYRNES  of  Wisconsin.  What  is 
proposed  here  by  this  participation  gim¬ 
mick  is  the  wholesale  putting  on  the 
market  of  certificates  and  borrowings 
and  promissory  notes.  By  passing  this 
legislation  you  are  flying  in  the  face  of 
these  warnings  given  to  us  by  the  former 
Director  of  the  Bureau  of  the  Budget, 
Mr.  Gordon. 

Next  Monday,  we  will  have  before  us 
in  the  Ways  and  Means  Committee,  and 
there  will  be  before  the  Congress  very 
shortly,  legislation  to  increase  the  debt 
ceiling.  That  ceiling  today  is  at  $285 
billion  as  a  permanent  ceiling  and  $328 
billion  as  a  temporary  ceiling.  We  had 
notice  on  the  wire  today  that  the  Secre¬ 
tary  of  the  Treasury  will  ask  that  that 
ceiling  be  raised  to  $334  billion. 

Let  us  suggest  this  to  you:  By  the 
pasasge  of  this  bill  you  will  make  the 
debt  ceiling  a  completely  meaningless 
thing. 

This  bill  provides  authority  to  go  out 
and  borrow  money  by  the  billions,  be¬ 
cause  you  have  talked  about  our  $30  bil¬ 
lion  of  assets  that  could  be  put  into  pools 
to  “sell” — I  put  that  in  quotes — to  borrow 
money  again.  I  assume  we  will  be  bor¬ 
rowing  money  in  keeping  with  the  total 
amount  of  the  assets  put  into  the  pool. 

If  we  pass  this  bill,  we  make  the  debt 
ceiling  meaningless.  If  we  do  that,  let 
me  suggest  to  the  Members  that  it  will 
come  with  very  ill  grace  to  those  of  us 
on  this  side  when  they  express  concern 
about  the  need  to  increase  this  debt  ceil¬ 
ing  and  ask  our  help. 

Why  should  we  be  of  any  help  in  in¬ 
creasing  a  debt  ceiling  that  is  made 
meaningless  by  the  action  which  may 
be  taken  today? 

I  insert  here  the  statement  of  Budget 
Director  Gordon  referred  to  above: 
Statement  on  Sales  and  Salability  op  Fi¬ 
nancial  Assets  of  Federal  Government 
(Prepared  at  request  of  the  chairman  of 

House  Committee  on  Ways  and  Means) 

On  June  30,  1963,  the  Federal  Government 
will  hold  an  estimated  $30  billion  in  direct 
loans,  mortgages,  and  other  financial  assets. 
In  most  cases  the  interest  rates  or  other 
characteristics  of  these  loans  make  them  un¬ 
suitable  for  sale  to  private  lenders.  Indeed, 
had  private  credit  been  available  to  the  bor¬ 
rowers  on  terms  as  attractive  as  those  offered 
under  the  various  Government  lending  pro¬ 
grams,  in  almost  every  case  the  loans  would 
not  have  been  made  by  the  Federal  Govern¬ 
ment. 

Nevertheless,  some  portions  of  this  port¬ 
folio  are  appropriate  candidates  for  a  care¬ 
fully  planned  program  of  sales.  Substantial 
sales  of  assets  are,  indeed,  provided  for  in  the 


President’s  1964  budget — -$926  million  in  fis¬ 
cal  1963  and  $1,846  million  in  fiscal  1964. 
Table  I  lists  these  sales  by  type  of  asset.  In 
addition,  the  1964  budget  reflects  proposals 
for — 

(a)  Administrative  action  to  obtain  fed¬ 
erally  insured  private  financing  estimated  at 
$280  million  on  resales  of  acquired  properties 
by  the  Federal  Housing  Administration,  thus 
avoiding  corresponding  budget  expenditures; 
and 

(b)  Legislation  to  permit  substitution  of 
federally  insured  loans  for  a  large  part  of  the 
direct  Federal  loans  now  made  for  rural  hous¬ 
ing  by  the  Farmers  Home  Administration;  if 
authorized  by  the  Congress,  this  insurance 
program  will  permit  a  reduction  of  about 
$80  million  in  direct  Federal  outlays  in  fiscal 
1964  relative  to  1963. 

Table  II  classifies  the  various  loans  and 
mortgages  held  by  the  Federal  Government 
into  a  number  of  categories,  on  the  basis  of 
the  factors  affecting  their  salability,  and  pro¬ 
vides  brief  descriptions  of  the  relevant  char¬ 
acteristics  of  the  loans.  For  the  reasons 
noted  in  the  table,  and  discussed  further  be¬ 
low,  the  loans  and  mortgages  in  the  first  four 
categories  of  table  II,  totaling  $22.6  billion, 
are  generally  not  appropriate  for  sale.  The 
remaining  major  portifolios — totaling  some 
$7.3  billion,  contain  many  loans  or  mortgages 
which  do  lend  themselves  to  a  planned  pro¬ 
gram  of  disposal,  a  program  which  is  now 
being  carried  out.  As  the  table  indicates, 
however,  these  portfolios  also  contain  a  large 
volume  of  loans  which  are  not  suitable  for 
sale,  or  which  could  be  sold  only  at  large  dis¬ 
counts.  There  are  valid  reasons  to  pursue  a 
planned  program  of  asset  sales —  substitut¬ 
ing,  where  appropriate,  private  for  public 
credit.  There  are  equally  compelling  reasons 
to  avoid  a  crash  effort  to  unload  Govern¬ 
ment-held  securities  on  the  market. 

1.  Funds  acquired  through  sales  of  fed¬ 
erally  held  credit  instruments  reduce  the 
amount  of  Treasury  securities  which  would 
otherwise  have  to  be  issued.  Hence  the  over¬ 
all  impact  of  such  sales  is  to  a  large  extent 
offset.  However,  large  sales  of  specialized 
assets — e.g.,  mortgages — can  absorb  funds 
and  raise  interest  rates  in  a  particular  mar¬ 
ket.  The  housing  market  is  particularly 
sensitive  to  changes  in  interest  rates  and  the 
availability  of  funds.  Federal  asset  sales 
must  be  carefully  planned  to  avoid  depress¬ 
ing  mortgage  prices  and  contributing  to  an 
undesirable  reduction  in  housing  construc¬ 
tion. 

2.  Attempting  to  sell  too  large  a  volume 
of  assets  too  quickly  would  depress  the  price 
of  the  assets;  in  consequence,  the  Govern¬ 
ment  would  suffer  capital  losses  which  could 
have  been  avoided  by  a  more  carefully  paced 
sales  program. 

3.  Sound  policy  requires  that  the  prices  at 

which  comparable  mortgages  are  offered  for 
sale  by  different  Government  agencies  be 
substantially  the  same.  The  Government 
cannot  be  in  the  position  of  having  one 
agency  undercutting  the  prices  of  another. 
The  schedule  of  sale  prices  established  by 
the  Federal  National  Mortgage  Association 
(FNMA)  for  its  secondary  market  (trust 
fund)  operations  is  used  as  the  basis  for  sales 
prices  on  other  Government  mortgages.  This 
schedule  reflects  the  range  of  current  market 
prices.  "Cut-rate”  sales  of  Government 
mortgages  below  these  prices  would  violate 
the  rule  of  "similar  prices  for  similar  assets” 
and  tend  to  depress  mortgage  prices  in 
general.  ( 

4.  In  some  cases — e.g.,  college  housing 
loans — a  careful  program  of  Government 
sales  can  build  up  private  investor  interest 
in  the  particular  types  of  obligations,  and 
lead,  in  future  years,  to  a  reduced  need  for 
Government  direct  loans.  However,  a  crash 
program  of  sales,  at  heavy  discounts,  might 
simply  postpone  the  day  when  the  private 
market  would  be  willing  to  absorb  these 
loans  at  reasonable  prices,  and  might  also 
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make  it  more  difficult  for  colleges  and  uni¬ 
versities  currently  to  float  dormitory  loans 
in  the  private  market. 

The  asset  sales  program  for  the  fiscal  years 
1963  and  1964  takes  these  various  considera¬ 
tions  into  account.  If  the  demand  for  loans 
and  mortgages  is  larger  than  expected  when 
the  budget  was  formulated,  additional  sales 
will  be  possible  on  the  same  price  and  yield 
basis  as  previously  assumed.  In  recent  weeks 
there  have  been  some  indiactions  of  improve¬ 
ment  in  the  mortgage  market;  if  this  im¬ 
provement  persists,  fiscal  1963  sales  of  finan¬ 
cial  assets  will  probably  exceed  the  estimates 
in  the  budget  submitted  last  January. 

MAJOR  CATEGORIES  OF  FEDERAL  FINANCIAL  ASSETS 

The  various  major  types  of  Federal  finan¬ 
cial  assets  are  listed  with  brief  comments  in 
table  II.  The  following  brief  discussion  is 
based  on  that  table. 

1.  Some  classes  of  financial  assets  cannot 
or  should  not  be  sold  ($10.9  billion) . — A 
large  volume  of  Government  financial  as¬ 
sets  represent  loans  whose  very  nature  makes 
them  largely  unsuitable  for  sale  to  private 
lenders.  Some  loans  in  this  category  are 
repayable  in  “soft”  foreign  currencies,  some 
bear  little  or  no  interest,  some  are  owed  by 
countries  with  current  financial  problems, 
etc.  The  marginal  comments  in  the  table 
indicate  the  particular  characteristics  which 
would  prevent  the  sale  of  such  assets  in  the 
private  market. 

2.  In  some  programs  legislation  would  be 
needed  to  allow  sales,  to  allow  sales  below 
par,  or  to  provide  the  guarantees  necessary 
to  make  sales  feasible  ($7  billion). — In  some 
some  cases  present  law  does  not  allow  the 
sale  of  loans,  e.g.,  rural  electrification  loans, 
and  rural  housing  mortgages  held  by  the 
Farmers’  Home  Administration.  In  other 
cases,  current  legislation  does  not  permit 
sales  below  par,  and  the  loans  held  beai;  in¬ 
terest  rates  such  that  below-par  prices  would 
be  necessary  for  sale,  e.g.,  most  of  the  direct 
mortgage  loans  held  by  the  Veterans’  Admin¬ 
istration.  In  still  other  cases,  legislation 
would  be  required  to  enable  the  Government 
to  insure  or  guarantee  the  loans;  without 
such  insurance  the  loans  probably  would  not 
be  attractive  to  private  lenders,  e.g.,  ship 
construction  loans  of  the  Maritime  Admin¬ 
istration.  Even  if  appropriate  legislation 
were  passed,  including  authority  to  provide 
insurance  or  guarantees,  most  loans  in  this 
category  are  of  such  quality  or  carry  such 
interest  rates  as  to  require  large  discounts. 
However,  some  sales  might  be  posible  at  rea¬ 
sonable  discounts. 

3.  Some  classes  of  assets,  otherwise  salable, 
carry  low  interest  rates  or  are  not  of  invest¬ 
ment  quality.  Sizable  discounts  below  par 
would  be  required  ($3d  billion). — The  fact 
that  an  asset  must  be  sold  at  a  discount  is 
not,  in  itself,  a  sufficient  reason  to  preclude 
its  sale.  Where,  for  purposes  of  public  pol¬ 
icy,  loans  have  been  made  by  the  Federal 
Government  at  interest  rates  and  terms  sub¬ 
stantially  more  favorable  than  those  avail¬ 
able  in  the  private  market,  a  large  discount 
would  have  to  be  accepted  in  order  to  dis¬ 
pose  of  the  assets.  In  many  cases,  sales  of 
assets  to  the  private  sector  can  contribute 
to  the  development  of  private  interest  in  un¬ 
familiar  types  of  credit  instruments,  leading 
to  the  eventual  establishment  of  reasonable 
private  rates  and  terms.  In  such  cases,  it 
might  be  appropriate  to  accept  a  substantial 
discount  on  the  initial  offerings,  as  the  price 
of  creating  a  new  market  for  the  particular 
credit  instruments  involved.  Further,  the 
existence  of  a  discount  which  simply  reflects 
the  fact  that  the  level  of  interest  rates  has 
risen  since  the  loan  was  acquired  should  be 
no  bar  to  the  sale  of  the  assets  involved. 
However,  when  the  discount  reflects  an  im¬ 
portant  difference  between  the  market  and 
the  Government  in  the  evaluation  of  risk 
qualities,  as  often  happens,  there  is  reason 
to  avoid  liquidating  such  assets.  The  pub¬ 
lic’s  interest  is  better  served  by  concentrat- 
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ing  an  asset  sales  program  in  those  port¬ 
folios  whose  assets  are  familiar  and  desir¬ 
able  to  private  lending  institutions.  In  this 
way,  the  prices  received  by  the  Government 
for  a  given  volume  of  asset  sales  are  likely 
to  be  maximized. 

4.  In  one  case,  sales  of  certificates  against 
a  pool  of  assets  are  a  continuing  practice, 
but  an  increase  in  sales  would  involve  signifi¬ 
cant  interest  costs  to  the  Government  ($1.5 
billion) . — Loans  against  crops  are  a  major 
instrument  of  the  Commodity  Credit  Corpo¬ 
ration’s  price  support  program.  Certificates 
of  interest  in  a  pool  of  these  loans  are  sold 
to  individual  banks  at  interest  rates  (cur¬ 
rently  3  percent)  slightly  higher  than  the 
Treasury  bill  rate.  The  $1,471  million  in 
table  II  for  this  category  represents  the 
amount  of  CCC  loans  against  which,  it  is 
estimated,  there  will  be  no  certificates  out¬ 
standing  on  June  30,  1963.  It  would  be  pos¬ 
sible  to  sell  certificates  against  these  remain¬ 
ing  loans  by  offering  a  higher  interest  rate. 
Since  the  bulk  of  these  certificates  are  re¬ 
deemable  on  demand  by  the  banks,  it  would 
also  be  necessary  to  raise  the  interest  rate  on 
$1  billion  of  certificates  outstanding.  The 
additional  one-half  of  1  percent  interest 
which  would  probably  be  required  to  sell  the 
additional  certificates  equal  to  most  of  the 
$1,471  million  of  loans  carried  by  CCC  would 


cost  the  Government  an  extra  $12  million 
per  year. 

5.  In  the  case  of  the  Export-Import  Bank 
($3.5  billion)  sale  of  participations  in  a  pool 
of  loans  is  planned. — The  Export-Import 
Bank  is  assembling  a  pool  of  loans  against 
which  participations  will  be  sold  to  private 
lenders.  A  pool  of  adequate  size  with  in¬ 
terest  rates,  maturities,  and  capital  repay¬ 
ment  schedules  consistent  with  the  terms  of 
the  participation  agreement  must  be  assem¬ 
bled.  To  assure  that  the  Government  ob¬ 
tains  appropriate  terms,  careful  preplanning 
and  surveying  of  the  private  credit  market  is 
necessary.  In  order  to  make  the  sale  desir¬ 
able  from  the  Government’s  point  of  view, 
the  size  of  the  offering  should  be  substantial. 

Of  the  $3.5  billion  of  loans  which  the  Ex¬ 
port-Import  Bank  is  estimated  to  hold  as  of 
June  30,  1963,  a  substantial  volume  is  not 
suitable  for  inclusion  in  a  pool  because  of 
low  interest  rates,  or  unsuitable  capital  re¬ 
payment  schedules.  Further,  the  capacity 
of  the  private  capital  market  to  absorb  this 
particular  type  of  credit  must  be  considered 
in  determining  the  magnitude  of  any  sales 
program. 

6.  Some  other  classes  of  assets  contain  sig¬ 
nificant  amounts  of  readily  salable  paper 
($3.8  billion)  .—The  portfolios  in  this  cate¬ 
gory  contain  assets  which  are  most  suitable 
for  sales.  At  present  mortgage  prices,  a  large 


proportion  of  these  assets  would  be  priced  at 
a  discount.  Moreover,  a  substantial  increase 
in  mortgage  sales  beyond  the  amounts  now 
contemplated  (see  table  I)  would  almost  cer¬ 
tainly  require  that  prices  be  lowered.  The 
amount  of  sales  which  will  be  possible  with¬ 
out  a  reduction  in  prices  and  a  depressing 
effect  on  the  housing  credit  market  will  de¬ 
pend  upon  conditions  in  the  money  markets 
generally  and  the  mortgage  market  in  par¬ 
ticular.  In  addition,  further  evaluation  of 
individual  mortgages  by  quality,  geographic 
location,  etc.,  will  be  necessary  to  determine 
how  many  can,  in  fact,  be  sold  at  or  near 
the  prevailing  market  prices  for  new  mort¬ 
gages. 

The  college  housing  loans  to  public  institu¬ 
tions  held  by  the  Community  Facilities  Ad¬ 
ministration  represent  a  wide  range  of  qual¬ 
ity  and  interest  rates.  We  plan  to  sell  $50 
million  of  these  loans  and  we  expect  they 
can  be  disposed  of  in  the  near  future  at  ad¬ 
vantageous  terms.  We  are  currently  explor¬ 
ing  various  possible  methods  to  increase  the 
salability  of  these  loans.  A  hurried  disposal 
program,  however,  would  almost  surely  pre¬ 
vent  the  Government  from  obtaining  the 
best  terms  and  prejudice  the  chances  for  the 
best  development  of  this  prospective  market, 
as  well  as  disrupting  the  modest  continuing 
private  market  for  housing  bonds  of  public 
universities  and  colleges. 


Table  I. — Sale  of  financial  assets  in  fiscal  years  1963  and  1964  estimated  in  1964  budget 


[la  millions  of  dollars] 


Agency  and  program 

Sales  in  fiscal 
1963  1 

Sales  in  fiscal 
19641 

2  639 

2  825 

50 

Federal  National  Mortgage  Association: 

50 

199 

6 

60 

Veterans'  Administration: 

18 

18 

150 

147 

60 

640 

3 

7 

926 

1,846 

i  Sales  estimates  exclude  (a)  amortization,  (6)  prepayments,  (c)  sales  made  as  part 
of  the  process  of  insuring  loans,  and  ( d )  sales  to  FNMA. 


2  Excess  of  certificates  issued  (sales)  over  redemption  of  certificates  issued  during  the 
year  (excluding  redemption  of  prior-year  certificates). 


Table  II. — Sales  and  salability  of  financial  assets 


[In  millions  of  dollars] 


Agency  and  program 


1.  Some  classes  of  financial  assets  cannot  or  should  not  be  60ld: 

Department  of  Defense:  Military  assistance  credits - 

Department  of  Health,  Education,  and  Welfare:  Defense  edu¬ 
cation  loans. 

Department  of  the  Interior:  Bureau  of  Reclamation  loans - 

Department  of  State:  Loans  to  United  Nations . 


Agency  for  International  Development  loans. 


Treasury  Department: 

Loan  to  United  Kingdom . . 

Defense  production  loans - 

Housing  and  Home  Finance  Agency: 

Community  Facilities  Administration:  Miscellaneous 
programs. 

Federal  Housing  Administration:  Assigned  mortgages  and 
defaulted  home  improvement  notes. 

Urban  Renewal  Administration _ 

Public  Housing  Administration _ 

Federal  Home  Loan  Bank  Board:  Federal  Savings  and  Loan 
Insurance  Corporation  loans. 


Outstanding 
direct  loans, 
June  30, 1963 
(estimated  in 
1964  budget) 


198 

294 


74 

141 


6,202 


3,206 

118 


121 
'  300 
163 
91 
36 


10, 932 


Remarks  on  salability 


These  instruments  are  nonnegotiablc  and  bear  interest  rates  ranging  from  0  to  3'A  percent. 

Federal  contributions  repayable  only  after  1969  (later,  under  proposed  legislation).  Re¬ 
payable  portion  of  contribution  cannot  be  determined  in  advance.  If  student  borrower 
becomes  teacher,  a  portion  of  capital  and  interest  repayments  are  “forgiven.” 

Most  loans  are  noninterest  bearing. 

1948  headquarters  loan  is  noninterest  bearing.  Total  original  1962  bond  issue  not  yet 
fully  sold  making  U.S.  sale  inappropriate.  Repayment  to  United  States  to  be  in  form 
of  reductions  in  future  U.S.  contributions  to  U.N. 

About  H  of  this  total  is  repayable  in  dollars,  of  which  about  half  is  owed  by  European 
countries— mainly  2'A  percent,  35-year  loans.  Other  loans  (1)  are  repayable  in  local 
currencies;  (2)  have  low  interest  rates  (e.g.,  %  percent)  and/or  (3)  are  owed  by  countries 
with  current  financial  problems.  Where  debtor’s  balance-of-payments  permits,  Treas¬ 
ury  is  pressing  for  prepayment  and  sales  might  adversely  affect  efforts  to  close  gap  in 
balance  of  payments. 

Sale  would  require  modification  of  loan  agreement.  Interest  rate  only  2  percent. 

(Actual  balance  now  $56,000,000  due  to  a  prepayment.)  Remainder  not  salable  due  to 
default,  interest  payment  deferment,  or  present  efforts  to  refinance  privately. 

Consists  mainly  of  long-term  low-interost-rate  loans,  interest-free  advances,  and  liquidat¬ 
ing  programs.  No  reasonable  prospects  for  sale  even  at  substantial  discounts. 

Mortgage  and  note  payments  already  in  arrears;  many  have  relatively  low  interest  rates 

Bulk  of  loans  made  only  when  local  questions  preclude  private  bond  counsel  from  ap¬ 
proving  loans  for  private  investment,  hence  not  salable. 

Short-term  notes  are  initially  too  small  for  economical  private  financing;  long-term  bond 
sales  subject  to  difficult  administrative  or  legal  problems. 

Mainly  conventional  home  mortgages  acquired  in  settlement  of  loans  to  associations; 
most  are  now  subject  to  legal  questions,  but  are  ultimately  salable  in  future  years. 


Subtotal. 
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Table  II. — Sales  and  salability  of  financial  assets — Continued 
[In  millions  of  dollars] 
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Agency  and  program 


Outstanding 
direct  loans, 
June  30, 1963 
(estimated  in 
1964  budget) 


2.  In  some  programs  legislation  would  be  needed  to  allow  sales,  to 
allow  sales  below  par,  or  to  provide  the  guarantees  necessary  to 
mate  sales  feasible: 

Department  of  Agriculture: 

Rural  Electrification  Administration _  3, 720 

Farmers  Home  Administration _ _  1, 672 


Department  of  Commerce: 

Area  Redevelopment  Administration. 


29 


Maritime  Administration. 


110 


Treasury  Department: 

Loans  to  District  of  Columbia. 


122 


Veterans’  Administration:  District  loan  program. 


Subtotal _ _ _ 

3.  Some  classes  of  assets,  otherwise  salable,  carry  low  interest  rates  or 
are  not  of  investment  quality.  Sizable  discounts  below  par 
would  be  required: 

General  Services  Administration: 

Sales  credit _ _ _ _ _ 

Public  power  bonds . . . . . . 

Housing  and  Home  Finance  Agency: 

Federal  N ational  Mortgage  Association: 

Management  and  liquidating  functions _ _ 

/ 

Community  Facilities  Administration: 

College  housing  loans  to  private  institutions _ 

Small  Business  Administration _ _ 


Subtotal . . . . . _ . . 

4.  In  one  case,  sales  of  certificates  against  a  pool  of  assets  are  a  con¬ 
tinuing  practice,  but  an  increase  in  sales  would  involve  significant 
interest  costs  to  the  Government: 

Department  of  Agriculture:  Commodity  Credit  Corporation.. 


Subtotal _ _ _ 

5.  In  one  case,  sale  of  participations  in  a  pool  of  Government  loans  is 
being  arranged: 

Export-Import  Bank  of  Washington _ _ 


Subtotal _ _ 

8.  Some  other  classes  of  assets  contain  significant  amounts  of  salable 
paper: 

Housing  and  Home  Finance  Agency: 

Community  Facilities  Administration: 

College  housing  loaus  to  public  institutions. . . 

Public  facility  loans _ 

Federal  National  Mortgage  Association:  Special  assist¬ 
ance  functions. 


1,475 

7,028 

128 

61 

1,275 

785 

894 

3,143 


1,471 


1,471 


3,466 


3,466 


782 

134 

2,102 


Federal  Housing  Administration:  Excluding  assigned 
mortgages  and  defaulted  home  improvement  notes. 
Veterans8  Administration:  Loan  guarantee  program  (vendee 
loans). 

Subtotal _ 

Total _ _ _ 

Very  small  programs _ _ _ 

Grand  total _ 


350 

461 

3,829 

29, 869 
113 

29,  982 


Remarks  on  salability 


Legislation  required  for  sale;  very  large  discounts  required  due  to  2-percent  interest  rate. 

Legislation  required  for  most  assets  to  allow  sale  and  to  permit  guarantees'  large  dis¬ 
counts  likely  on  major  portions. 

Legislation  required,  probably  including  a  guarantee  of  commercial  and  industrial  loans 
against  default;  large  discounts  likely  due  to  interest  rates  and  residual  risks 

Legislation  required  for  a  guarantee  against  default;  large  discount  likely  due  to  Interest 
rate  percent). 

Legislation  required  for  sale;  discount  not  likely  due  to  Federal  tax  exemption,  but  sale 
of  assets  carrying  tax  exemption  would  involve  some  cost  to  Treasury. 

Legislation  required  for  sales  below  par.  Over  half  of  portfolio  at  4 %  percent  or  less  and 
most  loans  are  in  rural  areas.  This  substantial  discounts  would  be  involved. 


Much  of  portfolio  would  require  large  discounts  because  of  bclow-market  interest  rates 
Unsecured  revenue  bonds,  not  backed  by  credit  of  the  States  involved.  Would  require 
very  large  discount  due  mainly  to  2j^-percent  interest  rate. 


Discounts  would  range  from  8  to  12  percent;  larger  on  those  ($153,000,000)  uninsured.  In¬ 
terest  rates  from  4  to  4j/£  percent.  Also  these  are  old  relatively  small  mortgages  and 
therefore  less  attractive  to  private  lenders. 

Fully  taxable;  substantial  discount  required.  Interest  rates  from  2 %  to  3 y2  percent. 

SBA,  in  making  loans,  first  attempts  to  secure  private  participation.  Only  a  minor  por¬ 
tion  now  in  SBA  portfolio  are  salable  at  par  without  extensive  guarantee. 


Present  interest  rate  on  certificates  is  3  percent;  to  attain  marked  increase  in  private 
financing  would  entail  higher  rate  for  all  certificates  and  put  additional  pressure  on  1964 
budget. 


Sale  of  participations  in  a  $500,000,000  privately  acceptable  pool  now  planned.  Sales  of 
individual  loans  of  $60,000,000  estimated  for  1963  and  $40,000,000  for  1964.  Substantial 
volume  of  loans  unsuitable  for  inclusion  in  pool  due  to  interest  rates  or  repayment 
schedules.  Planned  volume  of  participation  sales  must  take  into  account  capacity  of 
market  to  absorb  this  type  of  credit. 


Bulk  of  sales  would  require  large  discounts;  however,  some  can  and  will  be  sold  at  or 
above  par. 

Some  are  salable  at  par;  most  would  require  discounts. 

Some  can  and  will  be  sold  at  or  above  par;  most  would  require  varying  discounts  because 
of  submarket  interest  rates,  location  and/or  quality.  Administrative  and  market 
problems  also  hamper  rapid  sales. 

Sizable  amount  salable  at  par  or  small  discounts  in  1964;  administrative  limitations  pre¬ 
vent  large  1963  expansion. 

Additional  sales  possible  only  with  reduction  in  prices  (increased  discounts)  or  improve¬ 
ment  of  market  in  areas  where  bulk  of  portfolio  concentrated. 


The  CHAIRMAN.  The  question  is  on 
the  amendment  offered  by  the  gentle¬ 
man  from  Texas. 

The  amendment  was  agreed  to. 

COMMITTEE  AMENDMENT 

The  CHAIRMAN.  The  Clerk  will  read 
the  next  committee  amendment. 

The  Clerk  read  as  follows: 

Committee  amendment:  On  page  10,  line 
4,  insert  the  following: 

“Sec.  7.  Paragraph  (7)  of  section  8  of  the 
Federal  Credit  Union  Act  (12  U.S.C.  1757)  is 
amended  to  read: 

“  ‘(7)  to  invest  its  funds  (A)  in  loans  ex¬ 
clusively  to  members;  (B)  in  obligations  of 


the  United  States  of  America,  or  securities 
fully  guaranteed  as  to  principal  and  interest 
thereby;  (C)  in  accordance  with  rules  and 
regulations  prescribed  by  the  Director,  in 
loans  to  other  credit  unions  in  the  total 
amount  not  exceeding  25  per  centum  of  its 
paid-in  and  unimpaired  capital  and  surplus; 
(D)  in  shares  or  accounts  of  savings  and 
loan  associations,  the  accounts  of  which  are 
insured  by  the  Federal  Savings  and  Loan  In¬ 
surance  Corporation;  (E)  in  obligations  is¬ 
sued  by  banks  for  cooperatives,  Federal  land 
banks.  Federal  intermediate  credit  banks. 
Federal  home  loan  banks,  the  Federal  Home 
Loan  Bank  Board,  or  any  corporation  desig¬ 
nated  in  section  101  of  the  Government  Cor¬ 
poration  Control  Act  as  a  wholly  owned  Gov¬ 


ernment  corporation;  or  in  obligations,  par¬ 
ticipations,  or  other  instruments  of  or  issued 
by,  or  fully  guaranteed  as  to  principal  and 
interest  by,  the  Federal  National  Mortgage 
Association;  or  (F)  in  participation  certifi¬ 
cates  evidencing  beneficial  interests  in  obliga¬ 
tions,  or  in  the  right  to  receive  interest  and 
principal  collections  therefrom,  which  obliga¬ 
tions  have  been  subjected  by  one  or  more 
Government  agencies  to  a  trust  or  trusts  for 
which  any  executive  department,  agency,  or 
instrumentality  of  the  United  States  (or  the 
head  thereof)  has  been  named  to  act  as 
trustee;  ’ 

“Sec.  8.  The  Secretary  of  the  Treasury,  in 
consultation  with  heads  of  agencies  of  the 
United  States  carrying  on  direct  loan  pro- 
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grams,  shall  conduct  a  study,  In  such  man¬ 
ner  as  he  shall  determine,  on  the  feasibility, 
advantages,  and  disadvantages  of  direct  loan 
programs  compared  to  guaranteed  or  insured 
loan  programs  and  shall  report  his  findings 
together  with  specific  legislative  proposals 
to  the  Congress  not  later  than  six  months 
after  the  effective  date  of  this  Act.  There 
are  authorized  to  be  appropriated  such  sums 
as  necessary  for  the  purpose  of  this  section.” 

Mr.  PATMAN  (interrupting  the  read¬ 
ing).  Mr.  Chairman,  I  ask  unanimous 
consent,  since  the  amendment  is  well 
understood  by  both  sides,  that  we  dis¬ 
pense  with  further  reading  of  the  amend¬ 
ment. 

The  CHAIRMAN.  Without  objection, 
the  amendment  will  be  considered  as 
read  and  printed  in  the  Record. 

There  was  no  objection. 

The  CHAIRMAN.  The  question  is  on 
the  committee  amendment. 

The  commitee  amendment  was  agreed 
to. 

AMENDMENT  OFFERED  BY  MR.  PATMAN 

Mr.  PATMAN.  Mr.  Chairman,  I  offer 
an  amendment. 

The  Clerk  read  as  follows : 

Amendment  offered  by  Mr.  Patman:  On 
page  11,  immediately  after  line  16,  add  the 
following  new  section : 

"Sec.  9.  The  Federal  National  Mortgage 
Association  is  authorized  during  the  fiscal 
year  1966  to  sell — 

‘*(1)  additional  participations  in  the  Gov¬ 
ernment  Mortgage  Liquidation  Trust,  and 
“(2)  participations  in  a  trust  to  be  estab¬ 
lished  by  the  Small  Business  Administration, 
each  without  regard  to  the  provisions  of  para¬ 
graph  (4)  of  section  302(c)  of  the  Federal 
National  Mortgage  Association  Charter  Act.” 

Mr.  PATMAN.  Mr.  Chairman,  this 
amendment  would  accomplish  two 
things.  In  the  first  instance,  it  is  essen¬ 
tial  in  that  it  would  permit  FNMA,  dur¬ 
ing  the  current  fiscal  year,  to  continue 
its  operations  in  selling  additional  par¬ 
ticipations  in  the  Government  mortgage 
liquidation  trust.  In  other  words,  this 
amendemnt  would  merely  preserve  the 
existing  authority  of  FNMA  to  carry  on 
its  activities  through  the  end  of  the  fiscal 
year. 

In  addition  to  the  foregoing,  this 
amendment  would  permit  FNMA,  during 
the  current  fiscal  year,  that  is  only  up  to 
and  including  June  30,  1966,  to  sell  par¬ 
ticipations  in  a  trust  to  be  established  by 
the  Small  Business  Administration. 
Under  existing  statutory  authority,  the 
Small  Business  Administration  has  the 
authority  to  make  direct  sales  of  its  obli¬ 
gations.  In  fact,  not  very  long  ago,  the 
Small  Business  Administration  sold  $110 
million  of  such  assets.  However,  that 
sale  was  not  made  from  a  participation 
pool  administered  by  FNMA.  As  a  con¬ 
sequence  of  which,  the  yields  granted 
by  the  sale,  that  is  the  effective  rate  of 
return,  were,  in  my  view,  excessive. 
This  amendment  is  offered  to  cure  that 
problem  and  still  permit  the  Small  Busi¬ 
ness  Administration  to  move  approxi¬ 
mately  $350  million  worth  of  its  assets 
through  participations  to  be  sold  by 
FNMA. 

This  legislation  is  needed  if  the  small 
businessmen  of  the  country  are  to  have 
available  to  them  urgently  needed  capi¬ 
tal  resources.  This  amendment  would. 


in  substance,  accomplish  the  purposes  of 
a  bill  that  has  already  passed  the  Senate 
and  which  was  favorably  reported  to  the 
House  April  25,  1966.  I  refer  to  S.  2499, 
a  bill  to  amend  the  Small  Business  Act 
to  authorize  the  issuance  and  sale  of 
participation  interests  in  pools  of  loans 
held  by  SB  A. 

I  believe  that  the  proposed  amend¬ 
ment  here  offered  to  H.R.  14544  will  best 
and  most  efficiently  accomplish  that  pur¬ 
pose,  and  I  urge  its  adoption  by  the 
House. 

(Mr.  PATMAN  asked  and  was  given 
permission  to  revise  and  extend  his  re¬ 
marks.) 

Mr.  WIDNALL.  Mr.  Chairman,  we 
have  no  objection  to  the  amendment. 

The  CHAIRMAN.  The  question  is  on 
the  amendment  offered  by  the  gentle¬ 
man  from  Texas  [Mr.  Patman!. 

The  amendment  was  agreed  to. 

Mr.  JONAS.  Mr.  Chairman,  I  rise  to 
make  a  point  of  order. 

The  CHAIRMAN.  The  gentleman 
will  state  his  point  of  order. 

Mr.  JONAS.  Mr.  Chairman,  I  make  a 
point  of  order  against  the  language  on 
page  8  of  the  bill,  lines  5,  6,  and  7 
through  the  word  “fund.”  The  point 
is  based  upon  my  feeling  that  the  lan¬ 
guage  violates  rule  XXI,  clause  4,  of  the 
Rules  of  the  House  of  Representatives. 

Mr.  PATMAN.  Mr.  Chairman,  I  de¬ 
sire  to  be  heard  on  the  point  of  order. 

The  appropriations  referred  to  are 
future  appropriations  authorized  and  to 
be  made  for  the  specific  purpose  of  mak¬ 
ing  the  transfers  here  authorized.  This 
is  not  a  case  of  changing  the  object  of 
past  appropriations,  and  the  point  of 
order  should  be  overruled. 

That  refers  to  section  303(c),  which  I 
have  before  me  now.  It  provides : 

For  the  purpose  of  making  payments  into 
the  fund  established  under  section  305,  there 
is  hereby  authorized  to  be  appropriated  *  *  *. 

It  is  not  making  the  appropriation;  it 
is  authorizing  the  appropriation. 

I  respectfully  submit,  Mr.  Chairman, 
that  this  is  not  subject  to  the  point  of 
order. 

The  CHAIRMAN  (Mr.  Keogh).  The 
Chair  is  ready  to  rule . 

The  gentleman  from  North  Carolina 
[Mr.  Jonas]  makes  a  point  of  order  of 
order  to  the  language  appearing  on 
page  8,  lines  5  through  7,  to  the  end  of 
the  sentence  on  that  line,  on  the  ground 
that  it  is  in  violation  of  rule  XXI  of  the 
rules  of  the  House  of  Representatives. 

The  Chair  has  examined  the  language 
and  has  listened  attentively  to  the 
gentleman  from  Texas,  but  is  of  the 
opinion  that  since  this  language  directs 
a  transfer  of  available  appropriations  it 
is  in  fact  in  violation  of  rule  XXI;  and 
therefore  sustains  the  point  of  order. 

AMENDMENT  OFFERED  BY  MR.  PATMAN 

Mr.  PATMAN.  Mr.  Chairman,  I  offer 
an  amendment. 

The  Clerk  read  as  follows: 

Amendment  offered  by  Mr.  Patman:  On 
page  8,  strike  out  lines  5  through  14,  and 
insert  the  following : 

"(b)(1)  The  Commissioner,  when  author¬ 
ized  by  an  appropriation  Act,  may  transfer 
to  the  fund  available  appropriations  provided 
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under  section  303(c)  to  provide  capital  for 
the  fund.  All  amounts  received  by  the  Com¬ 
missioner  as  interest  payments  or  repayments 
of  principal  on  loans,  and  any  other  moneys, 
property,  or  assets  derived  by  him  from  his 
operations  in  connection  with  this  title,  in¬ 
cluding  any  moneys  derived  directly  or  in¬ 
directly  from  the  sale  of  assets,  or  beneficial 
interests  or  participations  in  assets,  of  the 
fund,  shall  be  deposited  in  the  fund.” 

Mr.  OTTINGER.  Mr.  Chairman,  I 
move  to  strike  the  requisite  number  of 
words. 

Mr.  Chairman,  I  have  reluctantly  de¬ 
cided  to  oppose  this  measure — reluc¬ 
tantly  because  I  recognize  the  great  need 
for  funds  for  the  Small  Business  Admin¬ 
istration,  the  Veterans’  Administration, 
and  other  important  agencies.  I  hope 
and  trust  that  the  funds  necessary  for 
these  agencies  to  continue  their  vital 
work  will  be  provided  by  other  means, 
and  I  will  certainly  support  any  reason¬ 
able  and  legitimate  method  of  providing 
such  funds. 

I  am  opposing  the  Participation  Sales 
Act  of  1966  even  though  I  voted  to  report 
it  from  the  Banking  and  Currency  Com¬ 
mittee.  I  cast  that  vote  in  the  mistaken 
belief  that  the  issues  raised  by  this  leg¬ 
islation  had  been  adequately  considered 
in  previous  years  and  with  respect  to 
other  participation  sales  programs,  and 
that,  therefore,  full  hearings  were  not 
needed.  I  now  find  that  is  not  really  the 
case  and  that  there  are  many  complex 
problems  arising  out  of  H.R.  14544  that 
should  have  been  subject  to  full  con¬ 
sideration  in  committee.  Under  these 
circumstances,  I  believe  the  committee 
was  at  fault  in  not  hearing  organizations 
and  individuals  who  would  like  to  have 
been  heard  and  who  should  have  been 
heard — whether  in  opposition  to  this  bill 
or  in  favor  of  some  modification  of  it. 

We  are  living  in  a  time  of  very  tight 
money  and  very  high  interest  rates.  The 
burden  of  this  credit  shortage  is  at  pres¬ 
ent  distributed  very  unequally.  Money 
has  been  siphoned  out  of  the  sayings 
banks,  the  savings  and  loan  associations, 
and  the  small  commercial  banks — away 
from  the  home  buyer,  the  small  bor¬ 
rower,  and  the  small  businessman — and 
into  certificates  of  deposit  which  are 
issued  at  interest  rates  of  5*4  percent 
and  even  higher  by  the  large  commercial 
banks  for  industrial  credit. 

The  result  has  been  disastrous  for  the 
building  industry. 

The  small  individual  and  business  bor¬ 
rower  cannot  find  money  at  his  bank. 
The  hardship  on  the  average  citizen  is 
great,  and  it  is  becoming  a  more  intol¬ 
erable  burden  every  day. 

The  home  buyer  cannot  obtain  a  mort¬ 
gage.  In  instance  after  instance,  fami¬ 
lies  are  unable  to  afford  to  buy  their 
dream  house. 

The  full  burden  of  high  interest  rates 
and  tight  credit  is  being  borne  by  the 
little  man,  the  average  citizen,  and  the 
thrift  institutions  I  mentioned  earlier. 
Savings  and  loan  associations  are  so 
tightly  squeezed  that  most  cannot  make 
future  commitments  at  all  and  many  may 
have  difficulty  meeting  withdrawals. 

To  authorize  $47  billion  of  participa¬ 
tion  certificates  at  this  time,  adding  fur- 
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ther  pressures  on  an  already  strained 
credit  supply,  and  without  raising  the 
ceiling  on  the  denominations  of  issue  in 
order  to  protect  the  thrift  institutions, 
may  well  be  the  straw  that  breaks  the 
camel’s  back.  The  National  Association 
of  Home  Builders  has  opposed  this  legis¬ 
lation  on  these  grounds  and  with  good 
reason. 

I  fear,  Mr.  Chairman,  that  passage  of 
this  bill  without  any  protection  for  the 
thrift  institutions  and  the  people  they 
serve  will  drain  off  what  little  money  is 
left  in  their  accounts.  The  result  may 
even  be  the  complete  failure  of  some  of 
these  institutions. 

And  I  hope  our  colleagues  will  also 
keep  in  mind  that  interest  rates  on  par¬ 
ticipation  certificates  could  well  move  up 
in  the  coming  months  from  a  high  of  5 
percent  in  mid-March  to  a  high  of  6  per¬ 
cent  in  the  not-too-distant  future. 
Compare  such  interest  rates  with  the  low 
statutory  interest  rates  on  Federal  direct 
loans,  such  as  the  2  percent  on  REA 
loans  and  3  percent  on  college  housing 
loans.  This  spread  is  translated  into  a 
considerable  cost  to  the  Government  and, 
of  course,  to  the  taxpayer. 

Certainly,  these  important  considera¬ 
tions,  not  involved  in  previous  similar 
sales  issued  in  times  of  very  different 
credit  conditions,  should  have  had  a  com¬ 
plete  airing  before  the  Banking  and 
Currency  Committee.  An  opportunity 
should  have  been  offered  to  at  least  hear 
the  testimony  of  the  struggling  construc¬ 
tion  industry  and  the  crippled  thrift 
institutions  which  are  so  vitally  affected 
by  this  legislation. 

If  the  legislative  process  is  to  mean 
anything,  it  must  mean  a  full  and  fair 
opportunity  for  those  affected  by  legis¬ 
lation  to  be  heard.  We  cannot  and 
should  not  tolerate  the  kind  of  precipi¬ 
tous  action  which  resulted  in  the  Sales 
Participation  Act  being  reported  out  of 
committee  after  less  than  2*4  hours  of 
consideration. 

I  cannot,  however,  support  the  pro¬ 
posed  motion  to  recommit  the  bill  with 
instructions  to  limit  the  interest  rate  on 
participations  to  4%  percent.  This  is  an 
irresponsible  bit  of  demagoguery.  It  does 
not  alleviate  the  problems  I  have  raised, 
but  rather  is  designed  to  kill  the  entire 
proposal  with  a  show  of  concern  for  high 
interest  rates.  No  certificates  could  be 
sold  in  today’s  market  at  the  rate  sought 
to  be  imposed  by  this  motion.  What  is 
needed  is  a  provision  protecting  the  small 
borrower  and  home  buyer,  not  this  trans¬ 
parent  bit  of  showmanship.  High  inter¬ 
est  rates  are  not  the  subject  of  this  legis¬ 
lation.  The  rates  these  certificates  would 
carry  only  would  reflect  the  currently 
high  free  market  rates. 

I  therefore  urge  my  colleagues  to  vote 
against  the  motion  to  recommit.  At  the 
same  time,  I  urge  them  to  vote  against 
the  bill  on  final  passage. 

(Mr.  OTTINGER  asked  and  was  given 
permission  to  revise  and  extend  his 
remarks.) 

Mr.  WIDNALL.  Mr.  Chairman,  there 
is  no  opposition  to  the  amendment. 

The  CHAIRMAN.  The  question  is  on 
the  amendment  offered  by  the  gentleman 
from  Texas. 

The  amendment  was  agreed  to. 


Mr.  WALKER  of  Mississippi.  Mr. 
Chairman,  we  often  hear  of  the  depres¬ 
sion  of  the  thirties — and  the  stock  mar¬ 
ket  crash  of  1929 — which  followed  a 
period  of  high  living  and  relatively  high 
personal  income. 

Now,  we  are  in  the  midst  of  what  the 
Great  Society  administration  has  termed 
the  most  prosperous  time  in  history.  But 
the  warning  flags  of  recession  are  flying 
all  around.  The  most  evident  warning 
of  the  shaky  condition  of  the  American 
economy  is  the  present  condition  of  the 
stock  market. 

Stock  prices  have  had  sharp  drops, 
waves  of  selling  have  taken  place,  we 
have  not  yet  experienced  a  “Black  Fri¬ 
day’’  like  that  which  took  place  in  1929, 
but  there  is  nothing  to  prevent  this  from 
happening. 

This  body  is  currently  considering  leg¬ 
islation  that  in  my  estimation  is  typical 
of  the  irresponsible  fiscal  policies  by  this 
administration. 

Without  any  consideration  of  opposing 
views,  the  administration  railroaded  this 
measure  through  committee  with  only 
3  hours  of  hearings. 

Not  only  do  I  oppose  the  way  in  which 
this  bill  was  presented  to  Congress,  but 
I  oppose  the  measure  itself.  This  bill  is 
merely  a  way  that  the  administration 
has  devised  to  cover  up  its  practice  of 
deficit  spending.  Procedures  such  as  this 
can  lead  our  country  into  another 
depression. 

On  May  10,  1966,  there  appears  an 
article  by  James  J.  Kilpatrick  in  the 
Washington  Evening  Star  which  stated 
the  true  purpose  of  this  bill.  I  insert  an 
excerpt  from  the  article  at  this  point  in 
the  Record: 

New  Version  of  Old  Shell  Game  Is  Charged 
(By  James  J.  Kilpatrick) 

The  slickest  skin  game  of  the  old  county 
fairs,  at  least  in  the  gullible  South,  was  the 
skin  game  known  as  the  old  shell  game.  It 
flourished  for  years,  until  some  educated 
cops  came  along.  They  put  the  thimble- 
riggers  on  the  run  and  the  shell  game  all 
but  disappeared. 

Last  week  it  came  back  to  town.  You  will 
find  it,  if  you  look  fast  enough,  in  H.R. 
14544,  which  came  shooting  out  of  the  House 
Banking  and  Currency  Committee  like  a 
little  green  pea  under  three  walnut  shells. 
This  is  President  Johnson’s  sensational  gim¬ 
mick  for  turning  $4.2  billion  in  federal  assets 
into  $4.2  billion  in  federal  liabilities,  all 
without  adding  a  penny  to  the  federal  deficit. 
Or  liabilities  into  assets.  It  is  all  the  same 
thing.  Come  one,  come  all,  and  try  your 
skill!  The  hand  in  truth  is  quicker  than 
the  eye. 

Johnson  sketched  the  general  outlines  of 
his  “Sales  Participation  Act  of  1966”  back  in 
January,  but  it  wasn’t  until  Wednesday, 
April  20,  that  the  bill  turned  up  in  the  House. 
Then  presto!  On  Thursday,  April  21,  with 
the  ink  still  wet  on  the  printed  bill,  Rep- 
Wright  Patman,  D-Texas,  scheduled  three 
hours  of  hearings.  Only  administration  wit¬ 
nesses  were  called.  By  a  party-line  vote  of 
22-3,  with  eight  disgusted  Republicans  not 
voting,  the  bill  came  bombing  out.  A  classic 
committee  report  followed  on  April  25.  And 
last  week  the  White  House  was  proceeding  in 
terrorem  to  get  the  bill  whipped  through 
the  Rules  Committee  for  an  immediate  vote 
on  the  floor. 

The  situation  has  its  funny  aspects,  which 
is  doubtless  part  of  the  game. 

On  the  surface,  this  is  a  financing  scheme 
by  which  the  government  would  “sell  off 
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some  assets.”  But  the  trick  is  that  no  assets 
would  be  really  sold  off. 

The  committee’s  majority  report  declares, 
deadpan,  that  the  plan  would  “carry  forward 
the  objective  of  substituting  private  for  pub¬ 
lic  credit  in  funding  the  loan  programs”  of 
various  federal  agencies.  But  by  its  own 
terms,  the  bill  provides  for  continued  federal 
subsidies  to  make  the  private  creditors 
secure. 

The  sponsors  of  this  legislation  are  shout¬ 
ing  from  the  housetops  that  this  “participa¬ 
tion”  plan  is  truly  nothing  new — that  it  is  in 
fact  an  old  plan,  devised  by  President  Eisen¬ 
hower  in  1959.  But  when  Eisenhower  under¬ 
took  to  sell  off  some  federal  "loans,  he  sold 
them  off  in  straightforward  transactions. 
Johnson’s  dazzling  runaround  is  something 
else  entirely. 

Under  terms  of  this  legislation,  the  Federal 
National  Mortgage  Association,  as  trustee, 
would  sell  certificates  of  participation  in 
“pools  of  assets”  to  be  provided  from  the 
outstanding  loans  of  various  federal  agencies. 
Up  to  $4.2  billion  in  such  certificates  could 
be  sold,  provided  the  market  would  absorb 
them,  and  why  shouldn’t  the  market  absorb 
them?  These  handsome  instruments  would 
cost  the  taxpayers  a  rate  of  5.4  or  5.5  percent, 
at  least  half  a  point  higher  than  the  rate  on 
regular  Treasury  borrowings. 

As  the  outraged  Republicans  point  out  in 
their  minority  report,  this  .5  percent  repre¬ 
sents  an  expense  of  $5  million  a  year  on  each 
$1  billion  of  participations  sold.  If  the  en¬ 
tire  authority  were  exercised,  the  cost  to  the 
people  would  approximate  $21  million  a  year. 
Over  an  average  maturity  of  10  years,  these 
higher  outlays  for  interest  would  amount  to 
something  in  excess  of  $200  million. 

Yet  the  cost  of  this  scheme  is  the  least  of 
the  objections  to  it.  The  purpose  of  this 
legislation  is  not  to  promote  private  credit. 
The  purpose  is  to  conceal  a  $4.2  billion  deficit 
by  entering  the  certificate  sales  as  a  “negative 
expenditure."  Where  has  the  deficit  gone? 
It  lies  under  the  third  shell  on  the  left.  If 
this  maneuver  works  for  1967,  we  may  never 
set  eyes  on  a  deficit  again,  for  federal  agen¬ 
cies  have  $33  billion  in  such  assets  to  slide  in 
Fannie  May’s  direction. 

By  the  same  token,  as  the  Republicans  re¬ 
mark,  the  federal  debt  limit  can  be  subjected 
to  hocus-pocus-dominocus.  Now  you  see  it, 
now  you  don’t.  If  the  proceeds  of  these  par¬ 
ticipations  are  applied  on  paper  to  debt  re¬ 
duction,  the  government’s  total  debt  will  not 
have  been  reduced  in  fact.  The  debt  will 
simply  have  been  transferred  to  the  debt  of 
FNMA,  which  is  outside  the  statutory  limit. 
In  the  course  of  this  vanishing  act,  govern¬ 
ment  Credit  would  be  used,  if  indirectly,  to 
effect  a  reduction  in  the  federal  debt.  This 
isn’t  done  with  dollars;  it’s  done  with  mirrors. 

Mr.  VIVIAN.  Mi’.  Chairman,  I  intend 
to  vote  against  the  Sales  Participation 
Act  before  us  today,  because  I  believe 
that  it  has  both  a  particular  fault  and 
an  undesirable  implication. 

First,  Mr.  Chairman,  the  principal 
effect  of  this  act  will  be  to  reduce  the 
apparent  national  debt.  By  so  doing,  the 
budget  for  the  year  will  appear  more  bal¬ 
anced  and,  thus,  the  American  people 
will  not  clearly  appreciate  the  true  dol¬ 
lar  cost  of  the  war  in  Vietnam.  Some 
seem  to  feel  that  the  extra  costs  of  the 
war  are  of  little  consequence.  Such  is 
not  the  case.  The  war  costs  over  a  bil¬ 
lion  dollars  a  month.  These  costs  must 
be  financed  either  with  additional  Fed¬ 
eral  loans,  implying  inflation,  or  by  a 
reduction  in  major  programs,  or  by  sig¬ 
nificant  additional  taxes.  We  must  face 
this  fact  objectively.  The  Sales  Partici- 
Ipation  Act  before  us  today  tends  to 
obscure  this  harsh  reality. 
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Second,  Mr.  Chairman,  I  might  have 
been  more  favorably  inclined  to  vote  for 
the  bill  if  the  amendment  had  passed 
which  was  proposed  which  would  have 
required  that  all  loans  sold  under  the  act 
be  sold  under  competitive  bids.  I  see  no 
justification  for  not  requiring  competi¬ 
tive  bidding  on  these  issues  and,  there¬ 
fore,  I  voted  for  the  amendment; 
regrettably,  it  failed. 

Mr.  CLEVELAND.  Mr.  Chairman,  I 
am  certainly  opposed  to  this  bill,  H.R. 
14544  the  Participation  Sales  Act  of  1966. 

This  bill — incredibly — makes  it  possi¬ 
ble  for  rich  people  to  purchase  Govern¬ 
ment  securities  bearing  an  interest-rate 
of  5.5  percent  or  more  while  the  little 
man  who  buys  U.S.  savings  bonds  can  get 
only  4.25  percent.  The  administration  is 
limiting  purchases  to  those  of  $5,000  and 
over. 

But  the  little  man  is  going  to  have  to 
furnish  most  of  the  taxes  to  pay  the  big 
boys  their  generous  rate. 

This  legislation  is  wholly  deceptive.  It 
would  not  have  come  to  us  if  the  admin¬ 
istration  were  able  to  manage  its  debt 
and  budget  policies  properly. 

Present  law  sets  a  limit  of  4.25  per¬ 
cent  interest  that  the  Government  may 
pay  on  its  ordinary  securities.  In  the 
terms  of  today’s  money  markets  and  the 
interest  rates  being  paid  there,  this  is  an 
unrealistic  level,  far  below  the  rates  be¬ 
ing  paid  commercially.  Naturally  the 
Government  is  having  a  hard  time  mar¬ 
keting  its  securities. 

But  rather  than  come  to  Congress  in  a 
straightforward  manner  and  seek  au¬ 
thority  to  raise  the  interest  rate,  the  ad¬ 
ministration  has  concocted  this  costly 
sham. 

END  RUN  AROUND  THE  LAW 

This  measure  is  an  endrun  around  the 
law.  It  proposes  that  all  Government 
agencies  that  make  loans,  pool  these 
loans  and  that  certificates  of  participa¬ 
tion  backed  by  these  loans  be  sold  to  a 
restricted  group  of  investors  and  finan¬ 
cial  institutions. 

Because  these  certificates  would  not 
be  issued  by  the  Treasury  but  rather  by 
the  Federal  National  Mortgage  Associa¬ 
tion,  they  would  not  be  subject  to  the 
4.5  percent  legal  limitation  on  interest. 
Nor  would  they  be  counted  as  part  of 
the  national  debt.  Nor  would  they  ap¬ 
pear  in  the  regular  Federal  budget. 

Thus,  by  bookkeeping  sleight-of-hand, 
the  President  will  be  enabled  to  increase 
spending  without  disturbing  the  budget 
figures.  With  this  bill  the  Government 
enters  the  banking  business  for  the  first 
time  since  President  Andrew  Jackson  led 
a  successful  fight  to  liquidate  the  U.S. 
Bank.  He  would,  I  believe,  be  horrified 
to  see  it  revived,  in  fact  if  not  in  name, 
by  another  Democratic  President. 

A  SHAME  AND  A  SHAM 

This  bill  is  both  a  shame  and  a  sham. 
It  is  a  shame  because  it  will  line  the 
pockets  of  the  rich  at  the  expense  of 
overburdened  low-  and  middle -income 
taxpayer.  It  is  a  shame  because  it  sets 
up  a  concealed  financial  operation  out¬ 
side  the  regular  budget  and  debt-man¬ 
agement  channels.  Only  3  hours  of  com¬ 
mittee  hearings — only  two  witnesses,  a 
sad  commentary. 


The  answer  to  our  financial  problems 
lies  not  in  this  wheeler-dealer  financial 
trickery.  It  is  to  be  found  in  sensible 
planning  by  which  Federal  spending  will 
be  governed  under  a  strict  order  of  pri¬ 
orities.  This  country  is  at  war  and  our 
defense  requirements  are  of  the  high¬ 
est  priority.  Spending  huge  amounts 
of  borrowed  money  on  domestic  projects 
that  could  be  deferred  or  which  should 
be  abandoned  creates  inflation,  drives 
up  the  cost  of  living,  and  inspires  such 
tricky  schemes  as  the  legislation  now 
before  us. 

I  strongly  urge  that  this  bill  be  de¬ 
feated. 

Mr.  BROCK.  Mr.  Chairman,  I  move 
to  strike  the  last  word. 

Gentlemen  and  ladies,  I  have  taken  the 
5  minutes  to  briefly  explain  the  motion  to 
recommit  which  will  be  offered  short¬ 
ly. 

As  some  may  recall,  I  stood  on  the 
floor  yesterday  in  my  first  speech  on  this 
bill  to  endorse  the  principle  of  the  bill. 
I  believe  in  the  subsequent  debate  we 
have  seen  a  vindication  of  the  commit¬ 
tee  process. 

If  the  Committee  on  Banking  and  Cur¬ 
rency  had  met  its  full  responsibilities, 
we  would  not  have  seen  the  acceptance 
by  both  sides  of  clarifying  amendments; 
we  would  not  have  seen  the  acceptance 
of  points  of  order  which  struck  language 
violating  the  Committee  on  Appropria¬ 
tions’  prerogatives  and  the  authorizing 
committee’s  prerogatives.  But  these 
amendments  and  points  of  order  have 
been  accepted.  We  have  improved  the 
bill  considerably.  We  have  eliminated 
the  revolving  fund  potential  which  was 
inherent  in  the  bill. 

There  is  one  particular  segment  of  the 
bill  which  remains  unimproved,  that  is, 
that  section  of  the  bill  which  will  have 
the  net  effect  of  increasing  interest  costs 
to  every  borrower  in  the  United  States. 
The  recommittal  motion  will  be  the 
amendment  offered  previously,  amend¬ 
ment  No.  6,  which  put  a  limit  of  4% 
percent  interest  on  the  interest  that 
could  be  charged  in  these  participation 
sales.  We  have  heard  the  esteemed 
Speaker  of  the  House,  the  chairman  of 
the  committee,  and  a  number  of  people 
on  both  sides  of  the  aisle  speaking  for 
the  veteran,  for  the  small  businessman, 
for  the  home  owner,  and  for  the  little 
man  of  this  country.  This  is  our  op¬ 
portunity  to  vindicate  our  statements 
with  deeds.  The  effect  of  this  amend¬ 
ment  will  be  to  protect  these  people. 

Mr.  ARENDS.  Mr.  Chairman,  will 
the  gentleman  yield? 

Mr.  BROCK.  I  am  glad  to  yield  to  the 
gentleman. 

Mr.  ARENDS.  Do  I  understand  cor¬ 
rectly  that  the  gentleman  is  attempting 
to  say  that  a  vote  against  the  motion  to 
recommit  is  a  vote  to  raise  interest  rates? 

Mr.  BROCK.  That  is  putting  it  as 
clearly  as  you  can. 

Mr.  ARENDS.  Thank  you.  I  thought 
I  understood  it. 

Mr.  BROCK.  The  chairman  said  that 
this  bill  does  not  relate  to  higher  inter¬ 
est  costs.  If  it  does  not,  then  support 
this  recommittal  motion  and  make  it 
clear.  Let  us  be  honest  about  it.  If 
it  will  increase  costs,  let  us  be  honest 


about  it  and  say  that  is  exactly  what  you 
are  voting  for  when  you  vote  for  the  bill 
as  it  is  written  today. 

Mr.  PATMAN.  Mr.  Chairman,  will  the 
gentleman  yield? 

Mr.  BROCK.  Yes.  Of  course. 

Mr.  PATMAN.  May  I  suggest  if  your 
amendment  is  written  as  the  amend¬ 
ment  proposed  was — and  I  assume  that 
is  correct. 

Mr.  BROCK.  In  essence,  yes. 

Mr.  PATMAN.  That  means  if  you 
cannot  get  the  money  that  way,  and  obvi¬ 
ously  you  cannot  because  the  market  will 
not  permit  it,  then  you  will  be  forced  to 
go  into  the  short-term  market  where  the 
rate  is  unlimited  and  it  could  be  even  10 
or  15  percent.  There  is  no  limit  or  no 
ceiling  at  all  on  it.  So  instead  of  forcing 
it  lower,  you  would  force  them  to  have 
higher  interest  rates. 

Mr.  BROCK.  The  gentleman  has  ap¬ 
parently  been  unable  to  find  a  copy  of  my 
amendment,  because  it  has  no  relation  at 
all  to  short  term  or  long  term. 

Mr.  PATMAN.  ,Yes.  The  Liberty 
Loan  Act. 

Mr.  BROCK.  It  limits  the  interest  rate 
to  4%  percent  whether  it  is  short  term 
or  long  term.The  effect  of  the  amend¬ 
ment  is  to  keep  participations — if  the 
gentleman  will  permit  me  to  continue — 
to  keep  this  Government  from  invading 
the  private  money  market  when  money  is 
so  tight  the  only  possible  impact  on  sell¬ 
ing  the  $4.2  billion  of  participations  here 
will  be  to  drive  up  the  interest  rate  a 
half  percent  or  more.  That  is  what  we 
are  trying  to  stop  with  this  amendment. 
It  has  no  effect  whatsoever  other  than  to 
limit  interest  paid  on  participation  sales 
to  4%  percent. 

Mr.  JONAS.  Mr.  Chairman,  will  the 
gentleman  yield? 

Mr.  BROCK.  I  yield  to  the  gentleman 
from  North  Carolina. 

Mr.  JONAS.  I  asked  the  gentleman  to 
yield  in  order  to  announce  that  I  intend 
to  ask  for  a  separate  vote  on  the  amend¬ 
ment  offered  by  the  gentleman  from 
Texas  [Mr.  Patman],  but  not  a  rollcall 
vote.  I  think  we  should  support  our 
House  conferees  in  their  effort  to  bring 
this  bill  back  as  we  amended  it. 

Mr.  BROCK.  I  thank  the  gentleman. 

Mr.  PATMAN.  Will  the  gentleman 
yield  to  me  now? 

Mr.  BROCK.  Let  me  complete  this 
one  thought,  if  the  gentleman  will. 

The  gentleman  from  Missouri  [Mr. 
Bolling],  made  perhaps  as  cogent  an 
argument  as  could  be  made  against  the 
bill  as  written  when  he  stood  up  on  the 
first  day  of  debate  and  said  that  this  bill 
is  right  in  principle  but  it  is  the  wrong 
time  and  the  wrong  way  of  doing  it.  It 
will  have  the  effect  of  increasing  interest 
costs.  Let  us  put  this  amendment  in  the 
bill  in  our  recommittal  motion  limiting 
the  interest  payable  so  that  the  Govern¬ 
ment  cannot  create  havoc  in  the  money 
market  and  drive  up  the  cost  of  home 
ownership  to  every  home  buyer  in  the 
United  States.  That  is  all  we  are  ask¬ 
ing  you  to  do  with  this  recommittal  mo¬ 
tion.  If  you  support  it,  you  are  support¬ 
ing  low  interest  rates.  If  you  vote  for 
the  bill  without  it,  you  are  going  to  vote 
for  a  high  interest  bill. 
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Mr.  PATMAN.  Mr.  Speaker,  I  ask 
unanimous  consent  to  proceed  for  2  min¬ 
utes. 

The  CHAIRMAN.  Without  objection, 
it  is  so  ordered. 

There  was  no  objection. 

Mr.  PATMAN.  Mr.  Chairman,  I  hope 
this  is  the  closing  of  the  debate,  and  I 
believe  it  is. 

Mr.  Chairman,  I  know  the  gentleman 
from  Tennessee  LMr.  Brock]  is  sincere 
about  his  proposal,  but  it  will  have  exact¬ 
ly  the  reverse  effect  from  what  he  says. 

Now,  Mr.  Chairman,  the  gentleman 
from  Tennessee  referred  to  the  Liberty 
Loan  Act.  That  is  an  act  under  which 
all  of  these  bonds  are  issued.  The  term, 
“long-term  bonds”  is  used  in  the  amend¬ 
ment.  So  that  means,  obviously,  if  we 
pass  this,  we  cannot  sell  the  certificates 
in  the  market,  because  the  market  is 
higher  than  that.  Being  unable  to  sell 
the  long  term,  they  will  be  compelled  to 
seek  the  short  term,  and  there  is  no  ceil¬ 
ing  at  all.  Short  term  is  for  a  period 
under  5  years. 

In  order  words,  there  is  no  ceiling  at 
all,  and  instead  of  it  compelling  us  to 
have  low  rates,  it  will  compel  us  to  go 
to  a  market  where  there  is  no  ceiling  and 
pay  higher  and  higher  and  higher  rates 
and  come  into  competition  with  other 
rates  and  the  price  of  interest  will  go  out 
of  the  roof.  It  is  highly  inflationary,  I 
will  state  to  my  friend,  the  gentleman 
from  Tennessee  [Mr.  Brock]. 

Mr.  BROCK.  Mr.  Chairman,  will  the 
gentleman  yield? 

Mr.  PATMAN.  I  yield  to  the  gentle¬ 
man  from  Tennessee. 

Mr.  BROCK.  The  amendment  does 
not  say  whether  they  should  be  in  the 
long-term  market  or  in  the  short-term 
market.  It  says  it  does  not  matter  where 
they  go,  they  cannot  go  beyond  4%  per¬ 
cent.  That  is  all  we  are  trying  to  do  is 
to  limit  the  amount  of  interest,  so  that 
we  do  not  disrupt  the  market.  The 
trouble  is  through  buying  in  the  short 
market  they  will  push  the  interest  rates 
up. 

Mr.  PATMAN.  But  the  gentleman  re¬ 
fers  to  the  Liberty  Loan  Act.  That  is  the 
act  under  which  we  have  the  long-term 
rates.  Therefore,  it  will  do  just  the 
opposite. 

Mr.  Chairman,  I  hope  my  friend  will 
reconsider  that  proposition  because  he 
will  put  himself  in  the  position  that  I  do 
not  believe  he  wants  to  be  in. 

The  CHAIRMAN.  The  time  of  the 
gentleman  from  Texas  has  expired. 

Under  the  rule,  the  Committee  rises. 

Accordingly,  the  Committee  rose;  and 
the  Speaker  having  resumed  the  chair, 
Mr.  Keogh,  Chairman  of  the  Committee 
of  the  Whole  House  on  the  State  of  the 
Union,  reported  that  that  Committee 
having  had  under  consideration  the  bill 
(H.R.  14544)  to  promote  private  financ¬ 
ing  of  credit  needs  and  to  provide  for  an 
efficient  and  orderly  method  of  liquidat¬ 
ing  financial  assets  held  by  Federal  cred¬ 
it  agencies,  and  for  other  purposes,  pur¬ 
suant  to  House  Resolution  852,  he  re¬ 
ported  the  bill  back  to  the  House  with 
sundry  amendments  adopted  by  the  Com¬ 
mittee  of  the  Whole. 

The  SPEAKER.  Under  the  rule,  the 
previous  question  is  ordered. 


Is  a  separate  vote  demanded  on  any 
amendment? 

Mr.  JONAS.  Mr.  Speaker,  I  ask  for  a 
separate  vote  on  the  committee  amend¬ 
ment,  as  amended  by  the  Patman  and 
Brock  amendments,  which  appears  on 
page  6,  beginning  on  line  22  of  the  bill. 

The  SPEAKER.  Is  a  separate  vote  de¬ 
manded  on  any  of  the  other  amend¬ 
ments? 

If  not,  the  Chair  will  put  them  en 
gros. 

The  amendments  were  agreed  to. 

The  SPEAKER.  The  Clerk  will  report 
the  amendment  on  which  a  separate  vote 
has  been  demanded. 

The  Clerk  read  as  follows : 

On  page  6,  beginning  in  line  9,  insert: 

“(4)  Beneficial  interest  or  participations 
shall  not  be  issued  for  the  account  of  any 
trustor  in  an  aggregate  principal  amount 
greater  than  is  authorized  with  respect  to 
such  trustor  in  an  appropriation  Act.  Any 
such  authorization  shall  remain  available 
only  for  the  fiscal  year  for  which  it  is  grant¬ 
ed  and  for  the  succeeding  fiscal  year. 

“(5)  The  Association,  as  trustee,  is  au¬ 
thorized  to  issue  and  sell  beneficial  interests 
or  participations  under  this  subsection,  not¬ 
withstanding  that  there  may  be  an  insuffi¬ 
ciency  in  aggregate  receipts  from  obligations 
subject  to  the  related  trust  to  provide  for 
the  payment  by  the  trustee  (on  a  timely  basis 
out  of  current  receipts  or  otherwise)  of  all 
interest  or  principal  on  such  interests  or  par¬ 
ticipations  (after  provision  for  all  costs  and 
expenses  incurred  by  the  trustee,  fairly  pro¬ 
rated  among  trustors) . 

“There  are  authorized  to  be  appropriated 
without  fiscal  year  limitation  such  sums  as 
may  be  necessary  to  enable  any  trustor  to 
pay  the  trustee  such  insufficiency  as  the  trus¬ 
tee  may  require  on  account  of  outstanding 
beneficial  interests  or  participations  author¬ 
ized  to  be  issued  pursuant  to  paragraph  (4) 
of  this  subsection. 

“Such  trustor  shall  make  timely  payments 
to  the  trustee  from  such  appropriations,  sub¬ 
ject  to  and  in  accord  with  the  trust  instru¬ 
ment.” 

The  SPEAKER.  The  question  is  on 
the  amendment. 

Tlie  question  was  taken ;  and  on  a  divi¬ 
sion  (demanded  by  Mr.  Jonas)  there 
were — ayes  192,  noes  0. 

So  the  amendment  was  agreed  to. 

The  SPEAKER.  The  question  is  on 
the  engrossment  and  third  reading  of  the 
bill. 

The  bill  was  ordered  to  be  engrossed 
and  read  a  third  time  and  was  read  the 
third  time. 

The  SPEAKER.  The  question  is  on 
the  passage  of  the  bill. 

Mr.  BROCK.  Mr.  Speaker,  I  offer  a 
motion  to  recommit. 

The  SPEAKER.  Is  the  gentleman  op¬ 
posed  to  the  bill? 

Mr.  BROCK.  I  am,  Mr.  Speaker. 

The  SPEAKER.  The  gentleman  qual¬ 
ifies. 

The  Clerk  will  report  the  motion  to  re¬ 
commit. 

The  Clerk  read  as  follows: 

Mr.  Brock  moves  to  recommit  the  bill,  H.R. 
14544,  to  the  Committee  on  Banking  and  Cur¬ 
rency,  with  instructions  to  report  the  same 
back  to  the  House  forthwith  with  the  fol¬ 
lowing  amendment: 

On  page  7,  immediately  after  line  6,  insert: 

“(6)  No  beneficial  interest  or  participa¬ 
tion  may  be  issued  pursuant  to  this  subsec¬ 
tion  after  the  enactment  of  this  paragraph 
bearing  an  interest  rate  in  excess  of  one- 


half  of  one  percentage  point  above  the  4% 
percent  maximum  interest  rate  specified  for 
long-term  bonds  of  the  United  States  in  the 
first  section  of  the  Second  Liberty  Bond 
Act  (31  U.S.C.  752)." 

The  previous  question  was  ordered. 

The  SPEAKER.  The  question  is  on 
the  motion  to  recommit. 

Mr.  GERALD  R.  FORD.  Mr.  Speak¬ 
er — 

Mr.  BROCK.  Mr.  Speaker - 

The  SPEAKER.  The  Chair  notes  both 
gentlemen  standing  and  seeking  recog¬ 
nition. 

Mr.  GERALD  R.  FORD.  Mr.  Speaker, 
I  will  defer  to  the  gentleman  from  Ten¬ 
nessee. 

Mr.  BROCK.  Mr.  Speaker,  I  demand 
the  yeas  and  nays  on  the  motion  to  re¬ 
commit. 

The  yeas  and  nays  were  ordered. 

The  question  was  taken;  and  there 
were— yeas  180,  nays  218,  not  voting  33, 
as  follows: 

[Roll  No.  106] 

YEAS — 180 


Abernethy 

Edwards,  Calif. 

Mosher 

Adair 

Erlenborn 

Nelsen 

Adams 

Findley 

O’Konski 

Addabbo 

Fino 

O’Neal,  Ga. 

Anderson,  Ill. 

Fisher 

Passman 

Andrews, 

Flynt 

Pelly 

George  W. 

Foley 

Pike 

Andrews, 

Ford,  Gerald  R. 

Pirnie 

Glenn 

Fountain 

Poff 

Andrews, 

Frelinghuysen 

Quie 

N.  Dak. 

Fulton,  Pa. 

Quillen 

Arends 

Gathings 

Race 

Ashbrook 

Goodell 

Randall 

Ashmore 

Green,  Oreg. 

Redlin 

Ayres 

Grider 

Reid,  HI. 

Bates 

Gross 

Reid,  N.Y. 

Battin 

Grover 

Reifel 

Belcher 

Gubser 

Reinecke 

Bell 

Gurney 

Rhodes,  Ariz. 

Berry 

Haley 

Robison 

Betts 

Hall 

Rogers,  Tex. 

Bolling 

Halleck 

Roudebush 

Bolton 

Halpern 

Roush 

Bow 

Harsha 

Roybal 

Bray 

Harvey,  Ind. 

Rumsfeld 

Brock 

Harvey,  Mich. 

Ryan 

Broomfield 

Henderson 

Satterfield 

Brown,  Calif. 

Hicks 

Saylor 

Brown,  Clar¬ 

Horton 

Schisler 

ence  J.,  Jr. 

Hosmer 

Schmidhauser 

Broyhill,  N.C. 

Hutchinson 

Schneebeli 

Broyhill,  Va. 

Johnson,  Pa. 

Schweiker 

Buchanan 

Jonas 

Selden 

Burleson 

Jones,  Mo. 

Shriver 

Burton,  Calif. 

Jones,  N.C. 

Skubitz 

Burton,  Utah 

Karth 

Smith,  Calif. 

Byrnes,  Wis. 

Kastenmeier 

Smith,  N.Y. 

Cahill 

Keith 

Springer 

Callaway 

King,  N.Y. 

Stafford 

Cederberg 

Kornegay 

Stalbaum 

Chamberlain 

Kunkel 

Stanton 

Clancy 

Kupferman 

Stratton 

Clausen, 

Laird 

Talcott 

Don  H. 

Langen 

Taylor 

Clawson,  Del 

Latta 

Teague,  Calif. 

Cleveland 

Lennon 

Teague,  Tex. 

Clevenger 

Lipscomb 

Thomson,  Wis. 

Conable 

McClory 

Tuck 

Conte 

McCulloch 

Utt 

Cramer 

McDade 

Vigorito 

Cunningham 

McEwen 

Walker,  Miss. 

Curtin 

Macdonald 

Watkins 

Curtis 

Mailliard 

Watson 

Dague 

Marsh 

Whalley 

Davis,  Wis. 

Martin,  Ala. 

Whitener 

Derwinski 

Martin,  Nebr. 

Whitten 

Devine 

May 

Widnall 

Dickinson 

Mink 

Wolff 

Dole 

Minshall 

Wyatt 

Duncan,  Tenn. 

Mize 

Wydler 

Dwyer 

Morse 

Yates 

Edwards,  Ala. 

Morton 

NAYS— 218 

Abbitt 

Bandstra 

Boland 

Albert 

Barrett 

Brademas 

Anderson, 

Beckworth 

Brooks 

Tenn. 

Bennett 

Burke 

Annunzio 

Bingham 

Byrne,  Pa. 

Ashley 

Blatnik 

Cabell 

AspinaU 

Boggs 

Callan 
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Cameron 

Hathaway 

Patman 

Carey 

Hawkins 

Patten 

Casey 

Hays 

Pepper 

Celler 

Hechler 

Perkins 

Chelf 

Helstoski 

Philbin 

Clark 

Herlong 

Pickle 

Cohelan 

Holifleld 

Poage 

Conyers 

Holland 

Pool 

Cooley 

Howard 

Price 

Corman 

Hull 

Pucinski 

Craley 

Hungate 

Purcell 

Culver 

Huot 

Rees 

Daddario 

Ichord 

Resnick 

Daniels 

Irwin 

Reuss 

Davis,  Ga. 

Jacobs 

Rhodes,  Pa. 

Dawson 

Jarman 

Rivers,  Alaska 

de  la  Garza 

Jennings 

Rivers,  S.C. 

Delaney 

Joelson 

Roberts 

Dent 

Johnson,  Calif. 

Rodino 

Denton 

Johnson,  Okla. 

Rogers,  Colo. 

Diggs 

Jones,  Ala. 

Rogers,  Fla. 

Dingell 

Karsten 

Ronan 

Donohue 

Kee 

Rooney,  Pa. 

Dorn 

Kelly 

Rosenthal 

Dow 

Keogh 

Rostenkowski 

Dowdy 

King,  Calif. 

St  Germain 

Downing 

King,  Utah 

St.  Onge 

Dulski 

Kirwan 

Scheuer 

Duncan,  Oreg. 

Kluczynski 

Secrest 

Dyal 

Landrum 

Senner 

Edmondson 

Long,  La. 

Shipley 

Edwards,  La. 

Long,  Md. 

Sickles 

Evans,  Colo. 

Love 

Sikes 

Everett 

McCarthy 

Sisk 

Evins,  Tenn. 

McDoweU 

Slack 

Fallon 

McFall 

Smith,  Iowa 

Farbstein 

McGrath 

Smith,  Va. 

Farnsley 

McMillan 

Staggers 

Farnum 

McVicker 

Steed 

Fasceli 

Machen 

Stephens 

Feighan 

Mackie 

Stubblefield 

Flood 

Madden 

Sullivan 

Ford, 

Mahon 

Sweeney 

William  D. 

Matsunaga 

Tenzer 

Fraser 

Matthews 

Thomas 

Friedel 

Meeds 

Thompson,  N.J. 

Fulton,  Tenn. 

Miller 

Thompson,  Tex. 

Fuqua 

Mills 

Todd 

Gallagher 

Minish 

Trimble 

Garmatz 

Moeller 

Tunney 

Gettys 

Monagan 

Tuten 

Giaimo 

Moorhead 

Udall 

Gibbons 

Morgan 

Ullman 

Gilbert 

Morris 

Van  Deerlin 

Gilligan 

Morrison 

Vanik 

Gonzalez 

Multer 

Vivian 

Grabowski 

Murphy,  HI. 

Waggonner 

Gray 

Murphy,  N.Y. 

Walker,  N.  Mex. 

Green,  Pa. 

Natcher 

Watts 

Greigg 

Nedzi 

Weltner 

Griffiths 

O’Brien 

White,  Idaho 

Hagen,  Calif. 

O’Hara,  HI. 

White,  Tex. 

Hamilton 

O’Hara,  Mich. 

Wright 

Hanley 

Olsen,  Mont. 

Young 

Hanna 

Hansen,  Iowa 
Hansen,  Wash. 

Olson,  Minn. 
O’Neill,  Mass. 
Ottinger 

Zablocki 

NOT  VOTING — 33 

Baring 

Leggett 

Rooney,  N.Y. 

Carter 

MacGregor 

Scott 

Collier 

Mackay 

Toll 

Colmer 

Martin,  Mass. 

Tupper 

Corbett 

Mathias 

Williams 

Ellsworth 

Michel 

Willis 

Fogarty 

Moore 

Wilson,  Bob 

Hagan,  Ga. 

Moss 

Wilson, 

Hansen,  Idaho 

Murray 

Charles  H. 

Hardy 

Hubert 

Krebs 

Nix 

Powell 

Roncalio 

Younger 

So  the  motion  to  recommit  was  re¬ 
jected. 

The  Clerk  announced  the  following 
pairs: 

On  this  vote: 

Mr.  Fogarty  for,  with.  Mr.  Rooney  of  New 
York  against. 

Mr.  Moore  for,  with  Mr.  Hebert  against. 

Mr.  Younger  for,  with  Mr.  Mackay  of 
Georgia  against. 

Mr.  Roncalio  for,  with  Mr.  Toll  against. 

Mr.  Collier  for,  with  Mr.  Krebs  against. 

Mr.  Abbitt  for,  with  Mr.  Moss  against. 

Mr.  Scott  for,  with  Mr.  Charles  H.  Wilson 
against. 

Mr.  Bob  Wilson  for,  with  Mr.  Nix  against. 

Mr.  Corbett  for,  with  Mr.  Powell  against. 

Mr.  Carter  for,  with  Mr.  Leggett  against. 


Until  further  notice: 

Mr.  Colmer  with  Mr.  Tupper. 

Mr.  Murray  with  Mr.  Ellsworth. 

Mr.  Hardy  with  Mr.  Martin  of  Massachu¬ 
setts. 

Mr.  Williams  with  Mr.  Hansen  of  Idaho. 

Mr.  Baring  with  Mr.  Michel. 

Mr.  Hagan  of  Georgia  with  Mr.  MacGregor. 

Mr.  Willis  with  Mr.  Mathias. 

Mr.  McDOWELL  changed  his  vote 
from  “yea”  to  “nay.” 

Mr.  RACE  changed  his  vote  from 
“nay”  to  “yea.” 

The  result  of  the  vote  was  announced 
as  above  recorded. 

The  SPEAKER.  The  question  is  on 
the  passage  of  the  bill. 

The  question  was  taken;  and  the 
Speaker  announced  that  the  “ayes”  ap¬ 
peared  to  have  it. 

Mr.  GERALD  R.  FORD.  Mr.  Speaker, 
I  ask  for  the  yeas  and  nays. 

The  yeas  and  nays  were  ordered. 

The  question  was  taken;  and  there 


were — yeas  206,  nays  190, 
as  follows: 

[Roll  No.  107] 
YEAS — 206 

not  voting  35, 

Albert 

Gettys 

Morris 

Anderson, 

Giaimo 

Morrison 

Tenn. 

Gibbons 

Multer 

Annunzio 

Gilligan 

Murphy,  HI. 

Ashley 

Gonzalez 

Murphy,  N.Y. 

Aspinall 

Grabowski 

Natcher 

Bandstra 

Gray 

O’Brien 

Barrett 

Green,  Pa. 

O’Hara,  HI. 

Beckworth 

Greigg 

O’Hara,  Mich. 

Bennett 

Griffiths 

Olsen,  Mont. 

Bingham 

Hagen,  Calif. 

Olson,  Minn. 

Blatnik 

Hamilton 

O’Neill,  Mass. 

Boggs 

Hanley 

Patman 

Boland 

Hanna 

Patten 

Brademas 

Hansen,  Iowa 

Pepper 

Brooks 

Hansen,  Wash. 

Perkins 

Burke 

Hathaway 

Philbin 

Byrne,  Pa. 

Hawkins 

Pickle 

Cabell 

Hays 

Poage 

Callan 

Hechler 

Pool 

Cameron 

Helstoski 

Price 

Carey 

Herlong 

Pucinski 

Casey 

Holifleld 

Purcell 

Celler 

Holland 

Rees 

Chelf 

Howard 

Resnick 

Clark 

Hull 

Reuss 

Cohelan 

Hungate 

Rhodes,  Pa. 

Cooley 

Ichord 

Rivers,  S.C. 

Corman 

Jacobs 

Rivers,  Alaska 

Craley 

Jarman 

Roberts 

Culver 

Jennings 

Rodino 

Daddario 

Joelson 

Rogers,  Colo. 

Daniels 

Johnson,  Calif. 

Rogers,  Fla. 

Davis,  Ga. 

Johnson,  Okla. 

Ronan 

Dawson 

Jones,  Ala. 

Rooney,  Pa. 

de  la  Garza 

Jones,  Mo. 

Rostenkowski 

Delaney 

Jones,  N.C. 

St  Germain 

Dent 

Karsten 

St.  Onge 

Denton 

Kee 

Scheuer 

Dingell 

Kelly 

Secrest 

Donohue 

Keogh 

Senner 

Dorn 

King,  Calif. 

Shipley 

Dowdy 

King,  Utah 

Sickles 

Downing 

Kirwan 

Sikes 

Duncan,  Oreg. 

Kluczynski 

Sisk 

Dyal 

Landrum 

Slack 

Edmondson 

Long,  La. 

Smith,  Iowa 

Edwards,  La. 

Love 

Smith,  Va. 

Evans,  Colo. 

McCarthy 

Staggers 

Everett 

McDowell 

Stalbaum 

Evins,  Tenn. 

McFall 

Steed 

Fallon 

McGrath  ' 

Stephens 

Farbstein 

McVicker 

Stubblefield 

Farnsley 

Macdonald 

Sullivan 

Farnum 

Machen 

Tenzer 

Fasceli 

Mackie 

Thomas 

Feighan 

Madden 

Thompson,  N.J. 

Fisher 

Mahon 

Thompson,  Tex. 

Flood 

Matsunaga 

Todd 

Ford, 

Matthews 

Trimble 

William  D. 

Meeds 

Tunney 

Fraser 

Miller 

Tuten 

Friedel 

Mills 

Van  Deerlin 

Fulton,  Tenn. 

Minish 

Vanik 

Fuqua 

Monagan 

Waggonner 

Gallagher 

Moorhead 

Walker,  N.  Mex. 

Garmatz 

Morgan 

Watts 

Weltner 

White,  Idaho 
White,  Tex. 

Wolff 

Wright 

Young 

NAYS— 190 

Zablocki 

Abernethy 

Edwards,  Ala. 

Mosher 

Adair 

Edwards,  Calif.  Nedzi 

Adams 

Erlenborn 

Nelsen 

Addabbo 

Findley 

O’Konski 

Anderson,  HI. 

Fino 

O’Neal,  Ga. 

Andrews, 

Flynt 

Ottinger 

George  W. 

Foley 

Passman 

Andrews, 

Ford,  Gerald  R.  Pelly 

Glenn 

Fountain 

Pike 

Andrews, 

Frelinghuysen 

Pirnie 

N.  Dak. 

Fulton,  Pa. 

Poff 

Arends 

Gathings 

Quie 

Ashbrook 

Gilbert 

Quillen 

Ashmore 

Goodell 

Race 

Ayres 

Green,  Oreg. 

Randall 

Bates 

Grider 

Redlin 

Battin 

Gross 

Reid,  Ill. 

Belcher 

Grover 

Reid,  N.Y. 

Bell 

Gubser 

Reifel 

Berry 

Gurney 

Reinecke 

Betts 

Haley 

Rhodes,  Ariz. 

Bolling 

Hall 

Robison 

Bolton 

Halleck 

Rogers,  Tex. 

Bow 

Halpern 

Rosenthal 

Bray 

Harsha 

Roudebush 

Brock 

Harvey,  Ind. 

Roush 

Broomfield 

Harvey,  Mich. 

Roybal 

Brown,  Calif. 

Henderson 

Rumsfeld 

Brown,  Clar¬ 

Hicks 

Ryan 

ence  J.,  Jr. 

Horton 

Satterfield 

Broyhill,  N.C. 

Hosmer 

Saylor 

Broyhill,  Va. 

Huot 

Schisler 

Buchanan 

Hutchinson 

Schmidhauser 

Burleson 

Irwin 

Schneebeli 

Burton,  Calif. 

Johnson,  Pa. 

Schweiker 

Burton,  Utah 

Jonas 

Selden 

Byrnes,  Wis. 

Karth 

Shriver 

Cahill 

Kastenmeier 

Skubitz 

Callaway 

Keith 

Smith,  Calif. 

Cederberg 

King,  N.Y. 

Smith,  N.Y. 

Chamberlain 

Kornegay 

Springer 

Clancy 

Kunkel 

Stafford 

Clausen, 

Kupferman 

Stanton 

Don  H. 

Laird 

Stratton 

Clawson,  Del 

Langen 

Sweeney 

Cleveland 

Latta 

Talcott 

Clevenger 

Lennon 

Teague,  Calif. 

Conable 

Lipscomb 

Teague,  Tex. 

Conte 

Long,  Md. 

Thomson,  Wis. 

Conyers 

McClory 

Tuck 

Cramer 

McCulloch 

Udall 

Cunningham 

McDade  . 

Ullman 

Curtin 

McEwen 

Utt 

Curtis 

McMillan 

Vigorito 

Dague 

Mailliard 

Vivian 

Davis,  Wis. 

Marsh 

Walker,  Miss. 

Derwinski 

Martin,  Ala. 

Watkins 

Devine 

Martin,  Nebr. 

Watson 

Dickinson 

May 

Whalley 

Diggs 

Mink 

Whitener 

Dole 

Minshall 

Whitten 

Dow 

Mize 

Widnall 

Dulski 

Moeller 

Wyatt 

Duncan,  Tenn. 

Morse 

Wydler 

Dwyer 

Morton 

Yates 

NOT  VOTING — 35 

Abbitt 

Krebs 

Roncalio 

Baring 

Leggett 

Rooney,  N.Y. 

Carter 

MacGregor 

Scott 

Collier 

Mackay 

Taylor 

Colmer 

Martin,  Mass. 

Toll 

Corbett 

Mathias 

Tupper 

Ellsworth 

Michel 

Williams 

Fogarty 

Moore 

Willis 

Hagan,  Ga. 

Moss 

Wilson,  Bob 

Hansen,  Idaho 

Murray 

Wilson, 

Hardy 

Nix 

Charles  H. 

Hebert 

Powell 

Younger 

So  the  bill  was  passed. 

The  Clerk  announced  the  following 
pairs : 

On  this  vote : 

Mr.  Rooney  of  New  York  for,  with  Mr. 
Fogarty  against. 

Mr.  Hebert  for,  with  Mr.  Moore  against. 

Mr.  Mackay  of  Georgia  for,  with  Mr. 
Younger  against. 

Mr.  Toll  for,  with  Mr.  Roncalio  against. 
Mr.  Krebs  for,  with  Mr.  Collier  against. 

Mr.  Moss  for,  with  Mr.  Scott  against. 

Mr.  Leggett  for,  with  Mr.  Abbitt  against. 

Mr.  Charles  H.  Wilson  for,  with  Mr.  Michel 
against. 
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Mr.  Nix  for,  with  Mr.  Bob  Wilson  against. 

Mr.  Powell  for,  with  Mr.  Corbett  against. 

Until  further  notice: 

Mr.  Williams  with  Mr.  Tupper. 

Mr.  Baring  with  Mr.  Ellsworth. 

Mr.  Colmer  with  Mr.  Martin  of  Massachu¬ 
setts. 

Mr.  Hardy  with  Mr.  Mathias. 

Mr.  Taylor  with  Mr.  Carter. 

Mr.  Willis  with  Mr.  MacGregor. 

Mr.  Hagan  of  Georgia  with  Mr.  Hansen  of 
Idaho. 

The  result  of  the  vote  was  announced 
as  above  recorded. 

A  motion  to  reconsider  was  laid  on  the 
table. 

PERMISSION  FOR  CLERK  TO  MAKE 
CORRECTIONS 

Mr.  PATMAN.  Mr.  Speaker,  I  ask 
unanimous  consent  that  the  Clerk  be  per¬ 
mitted  to  correct  section  numbers,  cross 
references  and  punctuation  in  the  bill, 
H.R.  14544  as  passed  by  the  House. 

The  SPEAKER/  Is  there  objection  to 
the  request  of  the  gentleman  from 
Texas? 

There  was  no  objection. 

Mr.  PATMAN.  Mr.  Speaker,  pursuant 
to  House  Resolution  852,  I  call  up  for 
immediate  consideration  the  bill  (S. 
3283)  to  promote  private  financing  of 
credit  needs  and  to  provide  for  an  effi¬ 
cient  and  orderly  method  of  liquidating 
financial  assets  held  by  Federal  credit 
agencies,  and  for  other  purposes. 

The  Clerk  read  the  title  of  the  Senate 
bill. 

Mr.  PATMAN.  Mr.  Speaker,  I  send  to 
the  Clerk’s  desk  an  amendment  to  strike 
out  all  after  the  enacting  clause  of  S. 
3283  and  insert  in  lieu  thereof  the  text 
of  H.R.  14544,  as  passed. 

The  SPEAKER.  The  Clerk  will  report 
the  amendment. 

The  Clerk  read  as  follows : 

Amendment  offered  by  Mr.  Patman  :  Strike 
out  all  after  the  enacting  clause  of  S.  3283 
and  insert  in  lieu  thereof  the  provisions  con¬ 
tained  in  H.R.  14544,  as  passed  by  the  House, 
as  follows: 

“That  this  Act  may  be  cited  as  the  ‘Partici¬ 
pation  Sales  Act  of  1966’. 

“Sec.  2.  (a)  Section  302(c)  of  the  Federal 
National  Mortgage  Association  Charter  Act 
is  amended — 

“  ( 1 )  by  inserting  ‘  ( 1 )  ’  immediately  follow¬ 
ing ‘(c)’; 

“(2)  by  inserting  after  ‘undertakings  and 
activities’  a  comma  and  ‘hereinafter  in  this 
subsection  called  “trusts”, 

“(3)  by  striking  ‘obligations  offered  to  it 
by  the  Housing  and  Home  Finance  Agency 
or  its  Administrator,  or  by  such  Agency’s 
constituent  units  or  agencies  or  the  heads 
thereof,  or  any  first  mortgages  in  which  the 
United  States  or  any  agency  or  instrumen¬ 
tality  thereof’  in  the  first  sentence  thereof 
and  inserting  ‘mortgages  or  other  types  of 
obligations  in  which  any  department  or 
agency  of  the  United  States  listed  in  para¬ 
graph  (2)  of  this  subsection’; 

“(4)  by  striking  out  the  third  sentence 
thereof  and  substituting  therefor  the  fol¬ 
lowing:  ‘Participations  or  other  instruments 
issued  by  the  Association  pursuant  to  this 
subsection  shall  to  the  same  extent  as  secu¬ 
rities  which  are  direct  obligations  of  or  obli¬ 
gations  guaranteed  as  to  principal  or  interest 
by  the  United  States  be  deemed  to  be  exempt 
securities  within  the  meaning  of  laws  ad¬ 
ministered  by  the  Securities  and  Exchange 
Commission.’;  and 

“(5)  by  striking  out  the  fourth  sentence 
thereof. 


“(b)  Section  302(c)  of  such  Act  is  further 
amended  by  adding  the  following: 

“‘(2)  Subject  to  the  limitations  provided 
in  paragraph  (4)  of  this  subsection,  one  or 
more  trusts  may  be  established  as  provided 
in  this  subsection  by  each  of  the  following 
departments  or  agencies: 

“‘(A)  The  Farmers  Home  Administration 
of  the  Department  of  Agriculture,  but  only 
with  respect  to  operating  loans,  direct  farm 
ownership  loans,  direct  housing  loans,  and 
direct  soil  and  water  loans.  Such  trusts  may 
not  be  established  with  respect  to  loans  for 
housing  for  the  elderly  under  sections  502 
and  515(a)  of  the  Housing  Act  of  1949,  nor 
with  respect  to  loans  for  nonfarm  recre¬ 
ational  development. 

“‘(B)  The  Office  of  Education  of  the  De¬ 
partment  of  Health,  Education,  and  Welfare, 
but  only  with  respect  to  loans  for  construc¬ 
tion  of  academic  facilities. 

“  ‘(C)  The  Department  of  Housing  and 
Urban  Development,  except  that  such  au¬ 
thority  may  not  be  used  with  respect  to 
secondary  market  operations  of  the  Federal 
National  Mortgage  Association. 

“  ‘(D)  The  Veterans’  Administration. 

“‘(E)  The  Export-Import  Bank. 

“  ‘(F)  The  Small  Business  Administration. 
The  head  of  each  such  department  or  agency, 
hereinafter  in  this  subsection  called  the 
“trustor”,  is  authorized  to  set  aside  a  part 
or  all  of  any  obligations  held  by  him  and 
subject  them  to  a  trust  or  trusts  and,  inci¬ 
dent  thereto,  shall  guarantee  to  the  trustee 
timely  payment  thereof.  The  trust  instru¬ 
ment  may  provide  for  the  issuance  and  sale 
of  beneficial  interests  or  participations,  by 
the  trustee,  in  such  obligations  or  in  the 
right  to  receive  interest  and  principal  col¬ 
lections  therefrom;  and  may  provide  for  the 
substitution  or  withdrawal  of  such  obliga¬ 
tions,  or  for  the  substitution  of  cash  for 
obligations.  The  trust  or  trusts  shall  be  ex¬ 
empt  from  all  taxation.  The  trust  instru¬ 
ment  may  also  contain  other  appropriate 
provisions  in  keeping  with  the  purposes  of 
this  subsection.  The  Association  shall  be 
named  and  shall  act  as  trustee  of  any  such 
trusts  and,  for  the  purposes  thereof,  the 
title  to  such  obligations  shall  be  deemed  to 
have  passed  to  the  Association  in  trust.  The 
trust  instrument  shall  provide  that  custody, 
control,  and  administration  of  the  obliga¬ 
tions  shall  remain  in  the  trustor  subjecting 
the  obligations  to  the  trust,  subject  to  trans¬ 
fer  to  the  trustee  in  event  of  default  or 
probable  default,  as  determined  by  the 
trustee,  in  the  payment  of  principal  and  in¬ 
terest  of  the  beneficial  interests  or  participa¬ 
tions.  Collections  from  obligations  subject 
to  the  trust  shall  be  dealt  with  as  provided 
in  the  instrument  creating  the  trust.  The 
trust  instrument  shall  provide  that  the 
trustee  will  promptly  pay  to  the  trustor  the 
full  net  proceeds  of  any  sale  of  beneficial 
interests  or  participations  to  the  extent  they 
are  based  upon  such  obligations  or  collec¬ 
tions.  Such  proceeds  shall  be  dealt  with  as 
otherwise  provided  by  law  for  sales  or  repay¬ 
ment  of  such  obligations.  The  effect  of  both 
past  and  future  sales  of  any  issue  of  bene¬ 
ficial  interests  or  participations  shall  be  the 
same,  to  the  extent  of  the  principal  of  such 
issue,  as  the  direct  sale  with  recourse  of  the 
obligations  subject  to  the  trust.  Any  trustor 
creating  a  trust  or  trusts  hereunder  is  au¬ 
thorized  to  purchase,  through  the  facilities 
of  the  trustee,  outstanding  beneficial  inter¬ 
ests  or  participations  to  the  extent  of  the 
amount  of  his  responsibility  to  the  trustee 
on  beneficial  interests  or  participations  out¬ 
standing,  and  to  pay  his  proper  share  of  the 
costs  and  expenses  incurred  by  the  Federal 
National  Mortgage  Association  as  trustee 
pursuant  to  the  trust  instrument. 

“  ‘(3)  When  any  trustor  guarantees  to  the 
trustee  the  timely  payment  of  obligations  he 
subjects  to  a  trust  pursuant  to  this  subsec¬ 
tion,  and  it  becomes  necessary  for  such 
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trustor  to  meet  his  responsibilities  under 
such  guranty,  he  is  authorized  to  fulfill  such 
guaranty. 

“  ‘(4)  Beneficial  interests  or  participations 
shall  not  be  issued  for  the  account  of  any 
trustor  in  an  aggregate  principal  amount 
greater  than  is  authorized  with  respect  to 
such  trustor  in  an  appropriation  Act.  Any 
such  authorization  shall  remain  available 
for  the  fiscal  year  for  which  it  is  granted 
and  for  the  succeeding  fiscal  year. 

“‘(5)  The  Association,  as  trustee,  is  au¬ 
thorized  to  issue  and  sell  beneficial  interests 
or  participations  under  this  subsection,  not¬ 
withstanding  that  there  may  be  an  insuffi¬ 
ciency  in  aggregate  receipts  from  obligations 
subject  to  the  related  trust  to  provide  for 
the  payment  by  the  trustee  (on  a  timely 
basis  out  of  current  receipts  or  otherwise) 
of  all  interest  or  principal  on  such  interests 
or  participations  (after  provision  for  all 
costs  and  expenses  incurred  by  the  trustee, 
fairly  prorated  among  trustors).  There  are 
authorized  to  be  appropriated  without  fiscal 
year  limitation  such  sums  as  may  be  neces¬ 
sary  to  enable  any  trustor  to  pay  the  trustee 
such  insufficiency  as  the  trustee  may  require 
on  acount  of  outstanding  beneficial  inter¬ 
ests  or  participations  authorized  to  be  is¬ 
sued  pursuant  to  paragraph  (4)  of  this  sub¬ 
section.  Such  trustor  shall  make  timely 
payments  to  the  trustee  from  such  appropria¬ 
tions,  subject  to  and  in  accord  with  the 
trust  instrument.’ 

“Sec.  3.  (a)  Section  305(c)  of  the  Federal 
National  Mortgage  Association  Charter  Act 
is  amended  by  deleting  ‘by  $450,000,000  on 
July  1,  1966,’. 

“(b)  Section  401(d)  of  the  Housing  Act 
of  1950  is  amended  by  deleting  ‘1968:’  im¬ 
mediately  preceding  the  first  proviso  and  by 
substituting  therefor  ‘1965,  and  1967  and 
1968:’. 

“Sec.  4.  (a)  Section  303(c)  of  title  III  of 
the  Higher  Education  Facilities  Act  of  1963 
is  amended  by  striking  out  the  first  nine 
words  in  the  second  sentence  and  substitut¬ 
ing  therefor  the  following:  ‘For  the  purpose 
of  making  payments  into  the  fund  estab¬ 
lished  under  section  305’. 

“(b)  Title  III  of  the  Higher  Education 
Facilities  Act  of  1963  is  further  amended  by 
adding  after  section  304  the  following  new 
section: 

“  ‘revolving  loan  fund 

“  ‘Sec.  305.  (a)  There  is  hereby  created 
within  the  Treasury  a  separate  fund  for 
higher  education  academic  facilities  loans 
(hereafter  in  this  section  called  ‘the  fund’) 
which  shall  be  available  to  the  Commissioner 
without  fiscal  year  limitation  as  a  revolving 
fund  for  the  purposes  of  this  title.  The 
total  of  any  loans  made  from  the  fund  in 
any  fiscal  year  shall  not  exceed  limitations 
specified  in  appropriation  Acts.  A  business- 
type  budget  for  the  fund  shall  be  prepared, 
transmitted  to  the  Congress,  considered,  and 
enacted  in  the  manner  prescribed  by  law 
(sections  102,  103,  and  104  of  the  Government 
Corporation  Control  Act  (31  U.S.C.  847-849) 
for  wholly  owned  Government  corporations. 

“  ‘(b)  (1)  The  Commissioner,  when  author¬ 
ized  by  an  appropriation  Act,  may  transfer 
to  the  fund  available  appropriations  pro¬ 
vided  under  section  303(c)  to  provide  capi¬ 
tal  for  the  fund.  All  amounts  received  by 
the  Commissioner  as  interest  payments  or  re¬ 
payments  of  principal  on  loans,  and  any 
other  moneys,  property,  or  assets  derived  by 
him  from  his  operations  in  connection  with 
this  title,  including  any  moneys  derived  di¬ 
rectly  or  indirectly  from  the  sale  of  assets, 
or  beneficial  interests  or  participations  in 
assets,  of  the  fund,  shall  be  deposited  in  the 
fund. 

“‘(2)  All  loans,  expenses,  and  payments 
pursuant  to  operations  of  the  Commissioner 
under  this  title  shall  be  paid  from  the  fund, 
including  (but  not  limited  to)  expenses  and 
payments  of  the  Commissioner  in  connection 
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with  sale,  under  section  302(c)  of  the  Fed¬ 
eral  National  Mortgage  Association  Charter 
Act,  of  participations  in  obligations  acquired 
under  this  title.  From  time  to  time,  and  at 
least  at  the  close  of  each  fiscal  year,  the 
Commissioner  shall  pay  from  the  fund  into 
the  Treasury  as  miscellaneous  receipts  inter¬ 
est  on  the  cumulative  amount  of  appropria¬ 
tions  paid  out  for  loans  under  this  title  or 
available  as  capital  to  the  fund,  less  the 
average  undisbursed  cash  balance  in  the  fund 
during  the  year.  The  rate  of  such  interest 
shall  be  determined  by  the  Secretary  of  the 
Treasury,  taking  into  consideration  the  aver¬ 
age  market  yield  during  the  month  preceding 
each  fiscal  year  on  outstanding  Treasury 
obligations  of  maturity  comparable  to  the 
average  maturity  of  loans  made  from  the 
fund.  Interest  payments  may  be  deferred 
with  the  approval  of  the  Secretary  of  the 
Treasury,  but  any  interest  payments  so  de¬ 
ferred  shall  themselves  bear  interest.  If  at 
any  time  the  Commisisoner  determines  that 
moneys  in  the  fund  exceed  the  present  and 
any  reasonably  prospective  future  require¬ 
ments  of  the  fund,  such  excess  may  be  trans¬ 
ferred  to  the  general  fund  of  the  Treasury.’ 

“Sec.  5.  Section  338(c)  of  the  Consolidated 
Farmers  Home  Administratoin  Act  of  1961  is 
amended  by  striking  in  the  second  sentence 
'and  (8)’  and  inserting  in  lieu  thereof  ‘(8) 
section  8  of  the  Watershed  Protection  and 
Flood  Prevention  Act,  as  amended  (16 
U.S.C.  1006a);  (9)  section  32(e)  of  the  Bank- 
head-Jones  Farm  Tenant  Act,  as  amended 
(7  U.S.C.  1011);  and  (10)’;  and  by  inserting 
in  the  fifth  sentence  after  ‘title,’  the  follow¬ 
ing:  ‘section  8  of  the  Watershed  Protection 
and  Flood  Prevention  Act,  as  amended,  and 
section  32(e)  of  the  Bankhead- Jones  Farm 
Tenant  Act,  as  amended,’. 

“Sec.  6.  (a)  Nothing  in  this  Act  shall  be 
construed  to  repeal  or  modify  the  provisions 
of  section  1820(e)  of  title  38,  United  States 
Code,  respecting  the  aathority  of  the  Admin¬ 
istrator  of  Veterans’  Affairs. 

"(b)  After  June  30,  1966,  no  department  or 
agency  listed  in  section  302(c)  (2)  of  the  Fed¬ 
eral  National  Mortgage  Association  Charter 
Act  may  sell  any  obligation  held  by  it  except 
as  provided  in  section  302(c)  of  that  Act,  or 
as  approved  by  the  Secretary  of  the  Treasury, 
except  that  this  prohibition  shall  not  apply 
to  secondary  market  operations  carried  on 
by  the  Federal  National  Mortgage  Associa¬ 
tion. 

“Sec.  7.  Paragraph  (7)  of  section  8  of  the 
Federal  Credit  Union  Act  (12  U.S.C.  1757)  is 
amended  to  read: 

“‘(7)  to  invest  its  funds  (A)  in  loans 
exclusively  to  members  (B)  in  obligations  of 
the  United  States  of  America,  or  securities 
fully  guaranteed  as  to  principal  and  interest 
thereby;  (C)  in  accordance  with  rules  and 
regulations  prescribed  by  the  Director,  in 
loans  to  other  credit  unions  in  the  total 
amount  not  exceeding  25  per  centum  of  its 
paid-in  and  unimpaired  capital  and  surplus; 
(D)  in  shares  or  accounts  of  savings  and  loan 
associations,  the  accounts  of  which  are  in¬ 
sured  by  the  Federal  Savings  and  Loan 
Insurance  Corporation;  (E)  in  obligations 
issued  by  banks  for  cooperatives.  Federal 
land  banks,  Federal  intermediate  credit 
banks,  Federal  home  loan  banks,  the  Federal 
Home  Loan  Bank  Board,  or  any  corporation 
designated  in  section  101  of  the  Government 
Corporation  Control  Act  as  a  wholly  owned 
Government  corporation;  or  in  obligations, 
participations,  or  other  instruments  of  or 
issued  by,  or  fully  guaranteed  as  to  principal 
and  interest  by,  the  Federal  National  Mort¬ 
gage  Association;  or  (F)  in  participation 
certificates  evidencing  beneficial  interests  in 
obligations,  or  in  the  right  to  receive  interest 
and  principal  collections  therefrom,  which 
obligations  have  been  subjected  by  one  or 
more  Government  agencies  to  a  trust  or 
trusts  for  which  any  executive  department, 
agency,  or  instrumentality  of  the  United 
States  (or  the  head  thereof)  has  been  named 
to  act  as  trustee;  ’. 


“Sec.  8.  The  Secretary  of  the  Treasury,  in 
consultation  with  heads  of  agencies  of  the 
United  States  carrying  on  direct  loan  pro¬ 
grams,  shall  conduct  a  study,  in  such  manner 
as  he  shall  determine,  on  the  feasibility, 
advantages,  and  disadvantages  of  direct  loan 
programs  compared  to  guaranteed  or  insured 
loan  programs  and  shall  report  his  findings 
together  with  specific  legislative  proposals  to 
the  Congress  not  later  than  six  months  after 
the  effective  date  of  this  Act.  There  are 
authorized  to  be  appropriated  such  sums  as 
necessary  for  the  purpose  of  this  section. 

“Sec.  9.  The  Federal  National  Mortgage 
Association  is  authorized  during  the  fiscal 
year  1966  to  sell — 

“(1)  additional  participations  in  the  Gov¬ 
ernment  Mortgage  Liquidation  Trust,  and 

“(2)  participations  in  a  trust  to  be  estab¬ 
lished  by  the  Small  Business  Administration, 
each  without  regard  to  the  provisions  of 
paragraph  (4)  of  section  302(c)  of  the  Fed¬ 
eral  National  Mortgage  Association  Charter 
Act.” 

The  amendment  was  agreed  to. 

The  Senate  bill  was  ordered  to  be  read 
a  third  time,  was  read  the  third  time,  and 
passed,  and  a  motion  to  reconsider  was 
laid  on  the  table. 

A  similar  House  bill,  H.R.  14544,  was 
laid  on  the  table. 
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STOCKPILl 

(Mr.  PHILBIN/asked  aqd  was  given 
permission  to  extend  his  remarks  at  this 
point  in  the  Record.) 

Mr.  PHIL  BIN.  Mr.  Speaker, 'today  the 
Armed  Services  Committee  is  reporting 
six  additional  stockpile  bills  to  the'House 
of  Representatives.  Each  of  theseSbills 
provides  for  the  disposal  of  quantities  of 
matenals  which  have  been  determini 
to  ) 6e  excess  to  stockpile  requirement; 
Tjfus  far  in  this  session,  the  administra- 
on  has  submitted  24  legislative  pro¬ 
posals  for  disposition  of  individual  items 
from  the  stockpile,  and  they  have  given 
a  favorable  report  on  1  bill  introduced 
by  a  Member  of  Congress  which  provides 
for  the  disposal  of  excess  materials  from 
the  stockpile.  Thus,  25  bills  have  been 
considered  by  a  subcommittee  of  the 
Armed  Services  Committee. 

Let  me  assure  you  as  chairman  of  that 
subcommittee,  that  we  have  not  only 
thoroughly  examined  into  the  stockpile 
requirement  but  we  have  assured  our¬ 
selves  based  on  testimony  from  members 
of  the  executive  branch  that  the  stock¬ 
pile  objective  is  adequate  for  national  de¬ 
fense  purposes.  In  addition,  we  have 
carefully  examined  the  proposed  rate 
and  quantity  of  disposal  so  as  to  insure 
that  such  disposal  actions  will  not  be 
disruptive  of  our  markets. 

We  have  adopted  a  policy  in  the  com¬ 
mittee  whereby  there  must  be  a  con¬ 
sensus  between  members  of  the  affected 
industry  and  Government  regarding  the 
method  of  disposition  from  the  stockpile. 
Where  we  have  been  unable  to  secure 


such  agreement,  the  committee  has  de-y 
ferred  action  on  these  bills.  Thus,  of  th£ 
25  bills  the  subcommittee  has  considers 
we  have  deferred  6  bills,  have  repo/ted 
19  to  the  full  committee,  and  13  of/ 
measures  have  been  enacted  into/iaw. 

Today,  we  bring  you  six  additional 
bills  calling  for  the  release  jsi  various 
commodities  from  the  stockpiles.  In 
these  six  bills,  there  will  be  some  losses 
to  the  Government  but  also  some  gains. 
In  the  overall  profit-ami-loss  picture,  if 
the  price  of  the  commodities  remains 
constant  over  the  period  of  disposal,  the 
Government  will  sj/and  to  net  approxi¬ 
mately  $22,145,000 

By  far,  the  largest  of  these  commodity 
bills  is  aluminum.  It  provides  for  the 
disposal  of  920,000  short  tons  of  alum¬ 
inum  from /the  national  stockpile  and 
represents/ the  disposal  of  all  surplus 
aluminuEO  under  terms  of  an  agreement 
•worked'  out  between  the  Government 
and  the  aluminum  producers.  We  are 
assy/ed  that  the  balance  of  aluminum 
in  the  stockpiles  meets  stockpile  re- 
irements. 

The  bills  relate  to  the  following  com¬ 
modities:  Aluminum;  crocidolite  asbes¬ 
tos;  celestite;  cordage  fiber,  sisal;  man¬ 
ganese,  metal;  and  opium. 

Because  I  have  a  rather  detailed  state¬ 
ment  concerning  the  release  of  each  of 
these  commodities  which  I  will  insert 
into  the  Record,  I  will  not  repeat  the  de¬ 
tails  in  this  general  statement. 

I  feel  that  the  subcommittee,  the 
House  Armed  Services  Committee,  and 
the  Congress  have  cooperated  fully  with 
the  executive  branch  of  the  Govern¬ 
ment  and  at  the  same  time  maintained 
congressional  control  as  envisioned  by 
the  law. 

I  am  most  grateful  for  the  help  and 
cooperation  of  my  outstanding  subcom¬ 
mittee  and  full  committee,  and  the  gen¬ 
erous  consideration  and  cooperation  ren¬ 
dered  us  by  the  Members  of  the  House. 


DISPOSAL  OF  CELESTITE 

Mr.  PHILBIN.  Mr.  Speaker,  I  ask 
unanimous  consent  for  the  present  con¬ 
sideration  of  the  bill  (H.R.  13768)  to  au- 
lorize  the  disposal  of  celestite  from  the 
supplemental  stockpile. 

le  Clerk  read  the  title  of  the  bill. 

Thk  SPEAKER.  Is  there  objection  to 
the  request  of  the  gentleman  from  Mas¬ 
sachusetts? 

There  was  no  objection. 

The  Clei'Vread  the  bill,  as  follows: 

H.R.  13768 

Be  it  enacted\y  the  Senate  and  House  of 
Representatives  of  the  United  States  of 
America  in  Ccmgrbss  assembled,  That  the 
Administrator  of  General  Services  is  hereby 
authorized  to  dispose' \of,  by  negotiation  or 
otherwise,  approximately  nine  thousand 
eight  hundred  and  sixtySfive  short  tons  of 
celestite  now  held  in  Nie  supplemental 
stockpile  established  pursuant  to  section 
104(b)  of  the  Agricultural  Tirade  Develop¬ 
ment  and  Assistance  Act  of  1954,  as  amended 
(7  U.S.C.  1704(b)).  Such  disposition  may 
be  made  without  regard  to  the  provisions  of 
section  3  of  the  Strategic  and  Critical  Ma¬ 
terials  Stock  Piling  Act  (50  U.S.C.  98b)  :  Pro¬ 
vided,  That  the  time  and  method  of  disposi¬ 
tion  shall  be  fixed  with  due  regard  tA.  the 
protection  of  the  United  States  against 
avoidable  loss  and  the  protection  of  pro- 
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ducers,  processors,  and  consumers  against 
avoidable  disruption  of  their  usual  markets. 

Mr.  PHI  LB  IN.  Mr.  Speaker,  H.R. 
13768  callfMor  the  disposal  of  9,865  short 
tons  of  celestite  from  the  supplemental 
stockpile.  \  \ 

At  the  present  time,  our  total  inven¬ 
tories  contain  50*944  short  tons  of  celes¬ 
tite  and  the  stockpile  objective  is  for  10,- 
300  short  tons.  Thus,  we  have  a  total 
excess  of  40,644  short  tons. 

The  average  acquistifcm  cost  of  celestite 
was  $46.46  per  short  ton\ 

Celestite  is  obtained  frofli  England  and 
Mexico. 

Celestite  is  strontium  sulfate  in  the 
form  of  friable  mineral,  whicnxis  usually 
coarsely  crystalline.  Concentration  to  a 
usable  ore  and  the  chemical  manufacture 
of  strontium  compounds  is  usually  re¬ 
quired  for  end  use.  \ 

The  principal  uses  of  the  commodity: 
Strontium  compounds  produce  a  dense 
red  flame  with  high  brilliance  and  visi¬ 
bility  range.  Compounds  are  used  for 
pyrotechnics,  such  as  tracer  ammunition, 
military  flares,  and  marine  distress  sig¬ 
nals.  Minor  uses  include  glass  and  ce¬ 
ramics,  lubricants,  sugar  refining,  lumi¬ 
nescent  paints,  drilling  muds,  electrolytic 
zinc  refining,  welding-rod  coating  and 
caustic  soda. 

It  is  estimated  that  the  disposal  will 
take  from  4  to  10  years.  If  the  market 
price  remains  constant  over  the  period 
of  the  disposal,  the  Government  is  likely 
to  lose  $40,000  from  the  disposal  of  this 
item. 

The  bill  was  ordered  to  be  engrossed 
and  read  a  third  time,  was  read  the  third 
time,  and  passed,  and  a  motion  to  recon¬ 
sider  was  laid  on  the  table. 


DISPOSAL  OF  CORDAGE  FIBER 

Mr.  PHILBIN.  Mr.  Speaker,  I  ask 
unanimous  consent  for  the  present  con¬ 
sideration  of  the  bill  (H.R.  13769)  to 
authorize  the  disposal  of  cordage  fiber — 
sisal — from  the  national  stockpile. 

The  Clerk  read  the  title  of  the  bill. 

The  SPEAKER.  Is  there  objection  to 
the  request  of  the  gentleman  from  Mass¬ 
achusetts? 

There  was  no  objection. 

The  Clerk  read  the  bill,  as  follows : 

H.R.  13769 

Be  it  enacted  by  the  Senate  and  Hodse  of 
Representatives  of  the  United  States  of 
America  in  Congress  assembled,  Thy the  Ad¬ 
ministrator  of  General  Services /is  hereby 
authorized  to  dispose  of,  by  negotiation  or 
otherwise,  approximately  one  hundred  mil¬ 
lion  pounds  of  cordage  fiber  (/isal)  now  held 
in  the  national  stockpile  Established  pur¬ 
suant  to  the  Strategic  and/Critical  Materials 
Stock  Piling  Act  (50  V.afc.  98-98h) .  Such 
disposition  may  be  mape  without  regard  to 
the  provisions  of  section  3  of  the  Strategic 
and  Critical  Materials  Stock  Piling  Act:  Pro¬ 
vided,  That  the  time  and  method  of  dis¬ 
position  shall  by fixed  with  due  regard  to 
the  protection  yl  the  United  States  against 
avoidable  los y  and  the  protection  of  pro¬ 
ducers,  processors,  and  consumers  against 
avoidable  disruption  of  their  usual  markets. 

Mr.  JPHILBIN.  Mr.  Speaker,  H.R. 
13769  is  a  bill  calling  for  disposal  of  ap¬ 
proximately  100  million  pounds  of  cord- 
aga'  fiber — sisal — now  held  in  the  na¬ 
tional  stockpile. 


At  the  present  time,  we  have  300  mil¬ 
lion  pounds  in  our  stockpile  but  this  ex¬ 
cludes  the  quantities  authorized  for  sale 
but  not  yet  sold  under  Public  Law'  88- 
617,  enacted  October  2,  1964.  The  ex¬ 
cess  of  cordage  fiber  excluding  that  re¬ 
maining  unsold,  is  100  million  pounds. 

The  average  acquisition  cost  of  this 
commodity  was  13  %  cents  per  pound  and 
thus  far,  the  average  return  to  the  Gov¬ 
ernment  based  on  all  sales  has  been  11 
cents  per  pound.  I  understand  the  pres- 
est  market  value  of  fresh  sisal  is  approx¬ 
imately  10%  cents  per  pound. 

Sisal  is  obtained  from  Portuguese  Af¬ 
rica,  Tanzania,  and  Brazil.  Sisal  fiber 
is  stripped  from  the  large  leaves  of  the 
tropical  plant  Agave  sisalana. 

Sisal  is  used  principally  for  rope,  baler, 
binder,  and  wrapping  twine,  upholstery 
and  padding,  wire  rope  centers,  and  re¬ 
inforcement  for  paper  and  plastics. 

Some  of  this  sisal  has  been  in  storage 
for  9  years  or  longer,  and  rotation 
^costing  about  4.3  cents  per  pound,  has 
ipt  been  undertaken  since  April  1962. 

It  is  contemplated  that  the  disposal 
plak  will  take  from  4  to  8  years,  and  if, 
the  market  price  remains  firm  the  toti 
loss  to\the  Government  will  be  approxi¬ 
mately  $3,500,000. 

The  bill  was  ordered  to  be  engv6ssed 
and  read  a  \hird  time,  was  read  the  third 
time,  and  parsed,  and  a  motion  J/6  recon¬ 
sider  was  laidVm  the  table. 


AUTHORIZING  THE  /DISPOSAL  OF 

CROCIDOLITE  ASBESTOS  (HARSH) 

from  the  Supplemental 

STOCKPILE 

Mr.  PHILBIN.  /Mr.  Speaker,  I  ask 
unanimous  consent  for  the\present  con¬ 
sideration  of  Juie  bill  H.R.  13770  to 
authorize  the/aisposal  of  cromlolite  as¬ 
bestos — har^n — from  the  supplemental 
stockpile. 

The  ClXrk  read  the  title  of  the  Bill. 

The  /SPEAKER.  Is  there  objection 
to  tlu?  request  of  the  gentleman  fr^m 
Massachusetts  ? 

There  was  no  objection. 
rThe  Clerk  read  the  bill,  as  follows: 
H.R.  13770 

Be  it  enacted  by  the  Senate  and  House 
of  Representatives  of  the  United  States  of 
America  in  Congress  assembled.  That  the 
Administrator  of  General  Services  is  hereby 
authorized  to  dispose  of,  by  negotiation  or 
otherwise,  approximately  forty-five  thousand 
nine  hundred  and  ninety-two  short  tons  of 
crocidolite  asbestos  (harsh)  now  held  in  the 
supplemental  stockpile  established  pursuant 
to  section  104(b)  of  the  Agricultural  Trade 
Development  and  Assistance  Act  of  1954,  as 
amended  (7  U.S.C.  1704(b)).  Such  disposi¬ 
tion  may  be  made  without  regard  to  the  pro¬ 
visions  of  section  3  of  the  Strategic  and 
Critical  Materials  Stock  Piling  Act  (50  U.S.C. 
98b)  :  Provided,  That  the  time  and  method 
of  disposition  shall  be  fixed  with  due  regard 
to  the  protection  of  the  United  States  against 
avoidable  loss  and  the  protection  of  pro¬ 
ducers,  processors,  and  consumers  against 
avoidable  disruption  of  their  usual  markets. 

Mr.  PHILBIN.  Mr.  Speaker,  H.R. 
13770  provides  for  the  disposal  of  45,992 
short  tons  of  crocidolite  asbestos — 
harsh — now  held  in  the  supplemental 
stockpile. 

At  the  present  time,  we  have  no  stock¬ 


pile  objective,  it  having  been  remove 
from  the  list  on  September  27,  1960, 
we  have  a  total  inventory  of  45,992  sfyffrt 
tons,  all  of  which  is  excess. 

The  average  acquisition  cost  of  tne  ma¬ 
terial  for  disposal  was  approximately 
$259  per  short  ton,  and  the  present  mar¬ 
ket  value  is  approximately  $?J0  per  short 
ton. 

This  type  of  asbestos  is  obtained  from 
the  Republic  of  South  Africa,  Australia, 
and  Bolivia,  and  there  i&mo  mine  produc¬ 
tion  of  this  type  in  tl>e  United  States  or 
Canada. 

In  1964,  Congress  authorized  the  dis¬ 
posal  of  1,567  slmrt  tons  of  this  type  of 
asbestos  but,  a§/yet,  there  have  been  no 
disposals. 

Crocidolito'asbestos  is  a  fibrous  amphi- 
bole  mineral  of  the  hornblende  group. 
Crocidolite  is  the  blue  asbestos  of  com¬ 
merce.  /The  most  important  advantage 
of  crocidolite  is  its  superior  resistance  to 
attaok  by  acids.  Its  texture  varies  from 
sofp  to  harsh,  with  good  flexibility  and 
f^U’  spinnability.  It  is  used  principally  in 
le  manufacture  of  asbestos  cement  pipe, 
"packing,  and  gaskets. 

It  is  anticipated  that  the  disposal  will 
take  from  5  to  10  years  and  if  the  market 
price  remains  constant  during  that  pe¬ 
riod,  the  Government  will  stand  to  gain 
approximately  $483,000. 

The  bill  was  ordered  to  be  engrossed 
and  read  a  third  time,  was  read  the  third 
time,  and  passed,  and  a  motion  to  recon¬ 
sider  was  laid  on  the  table. 


AUTHORIZING  THE  DISPOSAL  OF 
METALLURGICAL  GRADE  MANGA¬ 
NESE  ORE  FROM  THE  NATIONAL 
STOCKPILE  AND  THE  SUPPLE¬ 
MENTAL  STOCKPILE 

Mr.  PHILBIN.  Mr.  Speaker,  I  ask 
unanimous  consent  for  the  present  con¬ 
sideration  of  the  bill  (H.R.  13772)  to  au¬ 
thorize  the  disposal  of  metallurgical 
grade  manganese  ore  from  the  national 
stockpile  and  the  supplemental  stock¬ 
pile. 

The  Clerk  read  the  title  of  the  bill. 
The  SPEAKER.  Is  there  objection  to 
le  request  of  the  gentleman  from  Mas¬ 
sachusetts? 

^ere  was  no  objection. 

Th\Clerk  read  the  bill,  as  follows  : 
H.R.  13772 

Be  it  enacted  by  the  Senate  and  House  of 
Representatives  of  the  United  States  of 
America  in  Congress  assembled,  That  the  Ad¬ 
ministrator  ok  General  Services  is  hereby 
authorized  to  oppose  of,  by  negotiation  or 
otherwise,  approximately  one  million  nine 
hundred  thousandSshort  dry  tons  of  metal¬ 
lurgical  grade  manganese  ore  now  held  in 
the  national  stockp ilk  established  pursuant 
to  the  Strategic  and  Critical  Materials  Stock 
Piling  Act  (50  U.S.C.  9!Py98h)  and  the  sup¬ 
plemental  stockpile  established  pursuant  to 
section  104(b)  of  the  Agttcultural  Trade 
Development  and  Assistance'^ct  of  1954,  as 
amended  (7  U.S.C.  1704(b) ).  >Such  disposi¬ 
tion  may  be  made  without  regartl  to  the  pro¬ 
visions  of  section  3  of  the  Strategic  and 
Critical  Materials  Stock  Piling  Act:> Provided, 
That  the  time  and  method  of  disposition 
shall  be  fixed  with  due  regard  to  the  protec¬ 
tion  of  the  United  States  against  avoidable 
loss  and  the  protection  of  producers,  pr 
essors,  and  consumers  against  avoidable  dis¬ 
ruption  of  their  usual  markets. 
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>rsion  of  participation 


SENATE 

1.  APPROPRIATION^.  Agreed  to  the  conference  report  on  H.  R.  14215,  the  Interior 
and  related  agencies  appropriation  bill,  including  Forest  Service  i\ems.  This 
bill  wil]/now  be  sent  to  the  President.  pp.  10532-41 

The  /Appropriations  Committee  reported  with  amendments  H.  R.  14266,  hhe  Trea 
sury-yPost  Office-Executive  Office  appropriation  bill  (S.  Rept.  1178).  p) 
10471-2 


2 


\ 


2.  PARTICIPATION  SALES.  Began  debate  on  a  motion  by  Sen.  Muskie  to^concur^in^ the 


House  version  of  S.  3283,  the  participation  sales  bill. 


pp, 


3.  FOREIGN  TRADE.  Passed  without  amendment  H.  R.  8376,  to  make  permanent  the  d{*ty- 
free  treatment  for  certain  corkboard  insulation,  which  had  been  reporte  wi 
out  amendment  earlier  in  the  day  by  the  Finance  Committee  (S.  Rept.  ' • 

This  bill  will  now  be  sent  to  the  President,  pp.  10487,  10463 
\  Passed  without  amendment  H.  R.  12864,  to  make  permanent  the  duty-free  treat¬ 
ment  of  personal  and  household  effects  brought  into  the  U.  S.  un  r  oNrerptnen 
orders,  which  had  been  reported  without  amendment  earlier  in  the  day  y/t  e 
Finance  Committee  (S.  Rept.  1176).  This  bill  will  now  be  sent  to  the/Presi- 

dent.Xnp.  10488-9,  10463  /  . 

Sen,  Rlbicof f  inserted  an  address  by  R.  C.  Fenton,  "Investment  Abroa  an 
the  Balance  of  Payments."  pp.  10507-9 


4. 


EXPOSITION.  Received  a  Commerce  Department  report  on  U.  S.  p* 
Inter-American  \ultural  and  Trade  Center,  p.  10467 


^icipation  j.n  the 


PERSONNEL.  Receive\from  the  Civil  Service  Commission  a/£roposed  bill  to  amenc 
Sec.  1310  of  the  Supplemental  Appropriation  Act,  195  ^/restricting  promotions 
and  transfers;  to  Post\Office  and  Civil  Service  Comnvfctee.  p. 


10467 


6.  FORESTRY.  The  Agriculture\and  Forestry  Coircnittee/reported  without  amendment 
S.  2264,  to  authorize  this  Department  to  accept/a  cash  equalization  of  ex¬ 
changes  for  its  lands  (S.  Rept.  1181),  and  Hy'R.  10366,  to  establish  the  Mount 
Rogers  National  Recreation  Arkk,  Jefferson  National  Forest,  Va.  (S.  Rept.  1182), 
p.  10472 

Received  a  Calif.  Legislature  r^solut/fon  favoring  additional  fire  protection 
on  the  national  forests,  p.  10468 


7.  RURAL  DEVELOPMENT.  The  Agriculture/kndXorestry  Committee  reported  with  amend¬ 
ments  S.  902,  to  authorize  this  Department  to  cooperate  with  States  and  other 
public  agencies  in  planning  for/changes  in\the  use  of  agricultural  land  in 
rapidly  expanding  urban  areas/and  in  other  nb^i- agricultural  use  areas  (S.  Rept^ 
1180).  p.  10472 


8.  ELECTRIFICATION.  Sen.  Miller  spoke  in  favor  of  S.N3337,  to  provide  for  supple¬ 
mental  REA  financing,  but  said  he  understood  the  administration  version  would 
not  be  introduced  in  the  Senate.  Agreed  to  Sen.  Coopqr’s  request  that  the  bill 
be  held  at  the  desk/until  May  20  for  addition  of  cosponsors.  pp.  10484-5 


9.  EDUCATION.  Sen.  Xuchel  recommended  continuation  of  educational  assistance  for 
federally  impaled  areas.  pp.  10498-9 


10.  FARM  PRICESy'  Sen.  Carlson  said  farmers  are  not  to  blame  for  inflation  and  in¬ 
serted  an/article  on  this  subject.  p.  10500 


11.  SCHOOL /MILK.  Sen.  Proxmire  spoke  against  budget  cuts  in  the  school  mi^k  pro¬ 
gram/  p.  10506 


ADJOURNED  until  Mon. ,  May  23.  p.  10557 
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ie  trouble  is  that  we  have  been  lost  in  a 
semantic  jungle  for  too  long.  We  have  come 
to  identify  “security”  with  exclusively  mili¬ 
tary  phenomena;  and  most  particularly  with 
military  hardware. 

But  it  jd£t  isn’t  so.  And  we  need  to  ac- 
commodateN?  the  facts  of  the  matter,  if  we 
want  to  see  s^urity  survive  and  grow  in  the 
southern  half  of  the  globe. 

Development  Paeans  economic,  social,  and 
political  progress's.  It  means  a  reasonable 
standard  of  living\and  the  word  “reason¬ 
able”  in  this  context. requires  continual  re¬ 
definition.  What  is  “reasonable”  in  an  ear¬ 
lier  stage  of  development  will  become  “un¬ 
reasonable”  in  a  later  stafe. 

As  development  progresses,  security  pro¬ 
gresses;  and  when  the  people  of  a  nation 
have  organized  their  own  hun\an  and  natu¬ 
ral  resources  to  provide  then^selves  with 
what  they  need  and  expect  out  nf  life — and 
have  learned  to  compromise  Peacefully 
among  competing  demands  in  tne  larger 
national  interest — then,  their  resistance  to 
disorder  and  violence  will  be  enormously 
increased. 

Conversely,  the  tragic  need  of  desperl 
men  to  resort  to  force  to  achieve  the  inn< 
imperatives  of  human  decency  will  diminish. 

Now  I  have  said  that  the  role  of  the  United 
States  is  to  help  provide  security  to  these 
modernizing  nations — providing  they  need 
and  request  our  help;  and  are  clearly  willing 
and  able  to  help  themselves. 

But  what  should  our  help  be? 

Clearly,  it  should  be  help  towards  devel¬ 
opment.  In  the  military  sphere,  that  in¬ 
volves  two  broad  categories  of  assistance. 

We  should  help  the  developing  nation 
with  such  training  and  equipment  as  is  nec¬ 
essary  to  maintain  the  protective  shield  be¬ 
hind  which  development  can  go  forward. 

The  dimensions  of  that  shield  vary  from 
country  to  country;  but  what  is  essential  is 
that  it  should  be  a  shield,  and  not  a  capacity 
for  external  aggression. 

TRAINING  IN  CIVIC  ACTION 

The  second — and  perhaps  less  understood 
category  of  military  assistance  in  a  modern¬ 
izing  nation — is  training  in  civil  action. 

“Civic  Action”  is  another  one  of  those 
semantic  puzzles.  To  few  Americans — and 
too  few  officials  in  developing  nations — really 
comprehend  what  military  civic  action 
means. 

Essentially,  it  means  using  indigenous 
military  forces  for  non-traditionai  military 
projects — projects  that  are  useful  to  the 
local  population  in  fields  such  as  education, 
public  works,  health,  sanitation,  agricul¬ 
ture — indeed,  anything  connected  with 
economic  or  social  progress. 

It  has  had  some  impressive  results.  In  tl 
past  four  years,  the  United  States-assis/ed 
civic  action  program,  worldwide,  has  iCon- 
structed  or  repaired  more  than  lO.OOf/uniles 
of  roads;  built  over  1,000  schools,  hundreds 
of  hospitals  and  clinics;  and  has/provided 
medical  and  dental  care*to  approximately 
four  million  people. 

What  is  important  is  that  al/this  was  done 
by  indigenous  men  in  uniforjn.  Quite  apart 
from  the  developmental  projects  themselves, 
the  program  powerfully  alters  the  negative 
image  of  the  military  mm,  as  the  oppressive 
preserver  of  the  stagnant  status  quo. 

But  assistance  in  th€  purely  military  sphere 
is  not  enough.  Economic  assistance  is  also 
essential.  The  President  is  determined  that 
our  aid  should  he  hardheaded  and  rigorously 
realistic:  that  it  should  deal  directly  with  the 
roots  of  underdevelopment,  and  not  merely 
attempt  to  alleviate  the  symptoms.  His  bed¬ 
rock  principle  is  that  United  States  eco¬ 
nomic  atd — no  matter  what  its  magnitude — 
is  futile  unless  the  country  in  question  is 
resolve  in  making  the  primary  effort  itself. 
ThaJr  will  be  the  criterion,  and  that  will  be 
thp  crucial  condition  for  all  our  future 
sistance. 


Only  the  developing  nations  themselves 
can  take  the  fundamental  measures  that 
make  outside  assistance  meaningful.  These 
measures  are  often  unpalatable — and  fre¬ 
quently  call  for  political  courage  and  de¬ 
cisiveness.  But  to  fail  to  undertake  painful, 
but  essential,  reform  inevitably  leads  to  far 
more  painful  revolutionary  violence.  Our 
economic  assistance  is  designed  to  offer  a 
■reasonable  alternative  to  that  violence.  It 
is  designed  to  help  substitute  peaceful  prog¬ 
ress  for  tragic  internal  conflict. 

The  United  States  intends  to  be  com¬ 
passionate  and  generous  in  this  effort,  but 
it  is  not  an  effort  it  can  carry  exclusively 
by  itself.  And  thus  it  looks  to  those  nations 
who  have  reached  the  point  of  self-sustain¬ 
ing  prosperity  to  increase  their  contribu¬ 
tion  to  the  development — and,  thus,  to  the 
security — of  the  modernizing  world. 

And  that  brings  me  to  the  second  set  of 
relationships  that  I  underscored  at  the  out¬ 
set;  it  is  the  policy  of  the  United  States  to 
encourage  and  achieve  a  more  effective  part¬ 
nership  with  those  nations  who  can,  and 
should,  share  international  peace-keeping 
responsibilities. 

THE  HIGHEST  PROPORTION 

America  has  devoted  a  higher  proportion 
its  gross  national  product  to  its  military 
establishment  than  any  other  major  free 
worki  nation.  This  was  true  even  beforj 
our  increased  expenditures  in  Southeast  As; 

Weiiave  had,  over  the  last  few  years/ as 
many  men  in  uniform  as  all  the  nations  of 
Western  Europe  combined — even  thouan  they 
have  a  population  half  again  greajrer  than 
our  own. 

Now,  the  American  people  ar/’  not  going 
to  shirk  theirVibligations  in  Any  part  of 
the  world,  but  vhey  clearly  /annot  be  ex¬ 
pected  to  bear  a  disproportiq/ate  share  of  the 
common  burden  inoefiniti 

If,  for  example,  otfaer/nations  genuinely 
believe — as  they  say  th/y  do — that  it  is  in 
the  common  interest  iroNleter  the  expansion 
of  Red  China’s  econ/mic'and  political  con¬ 
trol  beyond  its  mftional  boundaries,  then 
they  must  take  a  inore  active  aple  in  guarding 
the  defense  perimeter. 

Let  me  be  perfectly  clear:  This  is  not  to 
question  the/ policy  of  neutralists  or  non- 
alignment  pi  any  particular  nation.  But  it 
is  to  emphasize  that  the  independence  of 
such  nations  can — in  the  end — be  full\  safe¬ 
guarded  only  by  collective  agreements  an^ong 
them/elves  and  their  neighbors. 

ie  plain  truth  is  the  day  is  coming  whi 
i \cf  single  nation,  however  powerful,  cai 
(mdertake  by  itself  to  keep  the  peace  out¬ 
ride  its  own  borders,  Regional  and  inter¬ 
national  organizations  for  peace-keeping 
purposes  are  as  yet  rudimentary;  but  they 
must  grow  in  experience  and  be  strengthened 
by  deliberae  and  practical  cooperative  action. 

In  this  matter,  the  example  of  Canada  is 
a  model  for  nations  everywhere.  As  Prime 
Minister  Pearson  pointed  out  eloquently  in 
New  York  just  last  week;  Canada  “is  as 
deeply  involved  in  the  world’s  affairs  as  any 
country  of  its  size.  We  accept  this  because 
we  have  learned  over  50  years  that  isolation 
from  the  policies  that  determine  war  does  not 
give  us  immunity  from  the  bloody,  sacrificial 
consequences  of  their  failure.  We  learned 
that  in  1914  and  again  in  1939.  .  .  .  That  is 
why  we  have  been  prpud  to  send  our  men 
to  take  part  in  every  peace-keeping  opera¬ 
tion  of  the  United  Nations — in  Korea,  and 
Kashmir,  and  the  Suez,  and  the  Congo,  and 
Cyprus." 

The  organization  of  the  American  states 
in  the  Dominican  Republic,  the  more  than 
30  nations  contributing  troops  or  supplies 
to  assist  the  Government  of  South  Vietnam, 
indeed  even  the  parallel  efforts  of  the  United 
States  and  the  Soviet  Union  in  the  Pakistan- 
India  conflict— these  efforts,  together  with 
those  of  the  United  Nations,  are  the  first 
attempts  to  substitute  multinational  for  uni¬ 


lateral  policing  of  violence.  They  point  to 
the  peace-keeping  patterns  of  the  future. 

We  must  not  merely  applaud  the  idea.  We 
must  dedicate  talent,  resources,  and  Ijard 
practical  thinking  to  its  implementation 

In  Western  Europe — an  area  whosp  bur¬ 
geoning  economic  vitality  stands  as  a/ monu¬ 
ment  to  the  wisdom  of  the  Marshall  Plan — - 
the  problems  of  security  are  neither  static 
nor  wholly  new.  FundamentaVchanges  are 
under  way,  though  certain  inescapable  real¬ 
ities  remain. 

NUCLEAR  BACKDROB^  NEEDED 

The  conventional  forced  of  NATO,  for  ex¬ 
ample,  still  require  a  rfuclear  backdrop  far 
beyond  the  capability/of  any  Western  Euro¬ 
pean  nation  to  supply,  and  the  United  States 
is  fully  committed^/)  provide  that  major  nu¬ 
clear  deterrent. 

However,  tha/European  members  of  the 
alliance  have A  natural  desire  to  participate 
more  actively  in  nuclear  planning.  A  cen¬ 
tral  task  op  She  alliance  today  is,  therefore, 
to  work  pat  the  relationships  and  institu¬ 
tions  through  which  shared  nuclear  plan¬ 
ning  cjm  be  effective.  We  have  made  a  prac- 
ticaLand  promising  start  in  the  special  com- 
mij/ee  of  NATO  defense  ministers. 

Common  planning  and  consultation  are 
Essential  aspects  of  any  sensible  substitute 
rto  the  unworkable  and  dangerous  alterna¬ 
tive  of  independent  national  nuclear  forces 
within  the  alliance. 

And  even  beyond  the  alliance,  we  must 
find  the  means  to  prevent  the  proliferation 
of  nuclear  weapons.  That  is  a  clear  im¬ 
perative.  /■'" 

There  are,  of  course,  risks  in  nonprolifera¬ 
tion  arrangements;  but  they  cannot  be  com¬ 
pared  with  the  indefinitely  greater  risks  that 
would  arise  out  of  the  increase  in  national 
nuclear  stockpiles. 

In  the  calculus  of  risk,  to  proliferate  inde¬ 
pendent  national  nuclear  forces  is  not  a  mere 
arithmetical  addition  of  danger.  We  would 
not  be  merely  adding  up  risks.  We  would  be 
insanely  multiplying  them. 

If  we  seriously  intend  to  pass  on  a  world 
to  our  children  that  is  not  threatened  by 
nuclear  holocaust,  we  must  come  to  grips 
with  the  problem  of  proliferation. 

A  reasonable  nonproliferation  agreement 
is  feasible.  For  there  is  no  adversary  with 
whom  we  do  not  share  a  common  interest 
in  avoiding  mutual  destruction  triggered  by 
an  irresponsible  nth  power. 

That  brings  me  to  the  third  and  last  set 
of  relationships  the  United  States  must  deal 
with.  Those  with  nations  who  might  be 
tempted  to  take  up  arms  against  us. 

These  relationships  call  for  realism.  But 
realism  is  not  a  hardened,  inflexible,  un¬ 
imaginative  attitude.  The  realistic  mind  is 
a  rAtlessly  creative  mind — free  of  naive  de¬ 
lusions,  but  full  of  practical  alternatives. 

Therk are  practical  alternatives  to  our  cur¬ 
rent  relationships  with  both  the  Soviet  Union 
and  Communist  China. 

A  vast  ideological  chasm  separates  us  from 
them — and  t\a  degree,  separates  them  from 
one  another. 

There  is  notding  to  be  gained  from  our 
seeking  an  ideological  rapprochement;  but 
breaching  the  isolation  of  great  nations  like 
Red  China,  even  when  that  isolation  is 
largely  of  its  own  making,  reduces  the  dan¬ 
ger  of  potentially  catastrophic  misunder¬ 
standings,  and  increases^  the  incentive  on 
both  sides  to  resolve  disputes  by  reason 
rather  than  by  force. 

TRADE  AND  DIPLOMACY 

There  are  many  ways  in  which  we  can 
build  bridges  toward  nations  whoswould  cut 
themselves  off  from  meaningful  contact  with 
us.  We  can  do  so  with  properly  balanced 
trade  relations,  diplomatic  contacts,  And  in 
some  cases  even  by  exchanges  of  miHfary 
observers. 

We  have  to  know  where  it  is  we  want 
place  this  bridge;  what  sort  of  traffic  We  wanb 
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'tp  travel  over  it;  and  on  what  mutual  foun¬ 
dations  the  whole  structure  can  be  de¬ 
signed. 

There  are  no  one-cliff  bridges.  If  you  are 
going  ^o  span  a  chasm,  you  have  to  rest 
the  structure  on  both  cliffs. 

Now  cilffs,  generally  speaking,  are  rather 
hazardous 'places.  Some  people  are  afraid 
even  to  lookbver  the  edge.  But  in  a  thermo¬ 
nuclear  world\we  cannot  afford  any  political 
acrophobia. 

President  Johnson  has  put  the  matter 
squarely.  By  building  bridges  to  those  who 
make  themselves  our  adversaries  ‘‘we  can 
help  gradually  to  create  a  community  of  in¬ 
terest,  a  community  ofNfrust,  and  a  commu¬ 
nity  of  effort.” 

With  respect  to  a  “conUnunity  of  effort” 
let  me  suggest  a  concrete  proposal  for  our 
own  present  young  generation  in  the  United 
States. 

It  is  a  committed  and  dedicated  gen¬ 
eration:  It  has  proven  that  in\  its  enor¬ 
mously  impressive  performance  in  the  Peace 
Corps  overseas;  and  in  its  willingness  to 
volunteer  for  a  final  assault  on  such  poverty 
and  lack  of  opportunity  that  still  remafcp  in 
our  own  country. 

As  matters  stand,  our  present  Selects 
systems  draws  on  only  a  minority  of  eligible 
young  men. 

That  is  an  inequity. 

It  seems  to  me  that  we  could  move  toward 
remedying  that  inequity  by  asking  every 
young  person  in  the  United  States  to  give 
two  years  of  service  to  his  country — whether 
in  one  of  the  military  services,  in  the  Peace 
Corps  or  in  some  other  volunteer  develop¬ 
mental  work  at  home  or  abroad. 

We  could  encourage  other  countries  to  do 
the  same;  and  we  could  work  out  exchange 
programs — much  as  the  Peace  Corps  is  al¬ 
ready  planning  to  do. 

While  this  is  not  an  altogether  new  sug¬ 
gestion,  it  has  been  criticized  as  inappro¬ 
priate  while  we  are  engaged  in  a  shooting 
war. 

But  I  believe  precisely  the  opposite  is 
the  case.  It  is  more  appropriate  now  than 
ever.  For  it  would  underscore  what  our 
whole  purpose  is  in  Vietnam — and  indeed 
anywhere  in  the  world  where  coercion,  or 
injustice,  or  lack  of  decent  opportunity  still 
holds  sway. 

It  would  make  meaningful  the  central 
concept  of  security:  A  world  of  decency  and 
development — where  every  man  can  feel 
that  his  personal  horizon  is  rimmed  with 
hope. 

Mutual  interest — mutual  trust — mutual 
effort;  those  are  the  goals.  Can  we  achieve 
those  goals  with  the  Soviet  Union,  and  witl 
Communist  China?  Can  they  achieve  the; 
with  one  another? 

The  answer  to  these  questions  lie/  in 
the  answer  to  an  even  more  fundamental 
question. 

Who  is  man? 

Is  he  a  rational  animal? 

If  he  is,  then  the  goals  can  yftimately  be 
achieved. 

If  he  is  not,  then  there  i^little  point  in 
making  the  effort. 

All  the  evidence  of  history  suggests  that 
man  is  indeed  a  rational  animal — but  with 
a  near  infinite  capacity  for  folly.  His  his¬ 
tory  seems  largely  a /halting,  but  persistent, 
effort  to  raise  his  reason  above  his  animality. 

He  draws  blueprints  for  utopia.  But 
never  quite  get/  it  built.  In  the  end,  he 
plugs  away  ob/inately  with  the  only  build¬ 
ing  material/really  ever  at  hand:  His  own 
part-comic/  part-tragic,  part-cussed,  but 
part-glorj/us  nature. 

I,  foyone,  would  not  count  a  global  free 
society  out. 

Coercion,  after  all,  merely  captures  man. 
reedom  captivates  him. 

Thank  you  very  much. 


CONCLUSION  OF  MORNING 
BUSINESS 

Mr.  MUSKIE.  Mr.  President,  is  there 
further  morning  business? 

The  PRESIDING  OFFICER  (Mr. 
Simpson  in  the  chair) .  Is  there  further 
morning  business?  If  not,  morning 
business  is  closed. 


PARTICIPATION  SALES  ACT  OF 
1966 

The  PRESIDING  OFFICER  laid  be¬ 
fore  the  Senate  the  amendment  of  the 
House  of  Representatives  to  the  bill  (S. 
3283)  to  promote  private  financing  of 
credit  needs  and  to  provide  for  an  effi¬ 
cient  and  orderly  method  of  liquidating 
financial  assets  held  by  Federal  credit 
agencies,  and  for  other  purposes,  which 
was,  to  strike  out  all  after  the  enacting 
clause  and  insert: 

That  this  Act  may  be  cited  as  the  “Partici¬ 
pation  Sales  Act  of  1966”. 

Sec.  2.  (a)  Section  302(c)  of  the  Federal 
National  Mortgage  Association  Charter  Act 
is  amended — 

( 1 )  by  inserting  “  ( 1 )  ”  immediately  follow¬ 
ing  "(c)”; 

(2)  by  inserting  after  “undertakings  and 
activities”  a  comma  and  “hereinafter  in  this 
subsection  called  ‘trusts’,”; 

(3)  by  striking  “obligations  offered  to  it 
by  the  Housing  and  Home  Finance  Agency  or 
its  Administrator,  or  by  such  Agency’s  con¬ 
stituent  units  or  agencies  or  the  heads  there¬ 
of,  or  any  first  mortgages  in  which  the 
United  States  or  any  agency  or  instrumen¬ 
tality  thereof”  in  the  first  sentence  thereof 
and  inserting  “mortgages  or  other  types  of 
obligations  in  which  any  department  or 
agency  of  the  United  States  listed  in  para¬ 
graph  (2)  of  this  subsection”; 

(4)  by  striking  out  the  third  sentence 
thereof  and  substituting  therefor  the  follow¬ 
ing:  “Participations  or  other  instruments  is¬ 
sued  by  the  Association  pursuant  to  this  sub¬ 
section  shall  to  the  same  extent  as  securities 
which  are  direct  obligations  of  or  obligations 
guaranteed  as  to  principal  or  interest  by  the 
United  States  be  deemed  to  be  exempt  secu¬ 
rities  within  the  meaning  of  laws  adminis¬ 
tered  by  the  Securities  and  Exchange  Com¬ 
mission.”;  and 

(5)  by  striking  out  the  fourth  sentence 
thereof. 

(b)  Section  302(c)  of  such  Act  is  further 
amended  by  adding  the  following: 

“(2)  Subject  to  the  limitations  provided 
in  paragraph  (4)  of  this  subsection,  one  or 
more  trusts  may  be  established  as  provided 
in  this  subsection  by  each  of  the  following 
departments  or  agencies: 

“(A)  The  Farmers  Home  Administration 
of  the  Department  of  Agriculture,  but  only 
with  respect  to  operating  loans,  direct  farm 
ownership  loans,  direct  housing  loans,  and 
direct  soil  and  water  loans.  Such  trusts  may 
not  be  established  with  respect  to  loans  for 
housing  for  the  elderly  under  secitons  502 
and  515(a)  of  the  Housing  Act  of  1949,  nor 
with  respect  to  loans  for  nonfarm  recrea¬ 
tional  development. 

“(B)  The  Office  of  Education  of  the  De¬ 
partment  of  Health,  Education,  and  Welfare, 
but  only  with  respect  to  loans  for  construc¬ 
tion  of  academic  facilities. 

"(C)  The  Department  of  Housing  and 
Urban  Development,  except  that  such  au¬ 
thority  may  not  be  used  with  respect  to 
secondary  market  operations  of  the  Federal 
National  Mortgage  Association. 

"(D)  The  Veterans’  Administration. 

“(E)  The  Export-Import  Bank. 

“(F)  The  Small  Business  Administration. 
The  head  of  each  such  department  or  agency. 
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hereinafter  in  this  subsection  called  the 
‘trustor’,  is  authorized  to  set  aside  a  part  or 
all  of  any  obligations  held  by  him  and  sub¬ 
ject  them  to  a  trust  or  trusts  and,  incident 
thereto,  shall  guarantee  to  the  trustee  timely 
payment  thereof.  The  trust  instrument  may 
provide  for  the  issuance  and  sale  of  bene¬ 
ficial  interests  or  participations,  by  the  trus¬ 
tee,  in  such  obligations  or  in  the  right  to 
.receive  interest  and  principal  collections 
therefrom;  and  may  provide  for  the  substi¬ 
tution  or  withdrawal  of  such  obligations,  or 
for  the  substitution  of  cash  for  obligations. 
The  trust  or  trusts  shall  be  exempt  from  all 
taxation.  The  trust  instrument  may  also 
contain  other  appropriate  provisions  in  keep¬ 
ing  with  the  purposes  of  this  subsection. 
The  Association  shall  be  named  and  shall  act 
as  trustee  of  any  such  trusts  and,  for  the 
purposes  theerof ,  the  title  to  such  obligations 
shall  be  deemed  to  have  passed  to  the  Asso¬ 
ciation  in  trust.  The  trust  instrument  shall 
provide  that  custody,  control,  and  adminis¬ 
tration  of  the  obligations  shall  remain  in 
the  trustor  subjecting  the  obligations  to  the 
trust,  subject  to  transfer  to  the  trustee  in 
event  of  default  or  probable  default,  as  de¬ 
termined  by  the  trustee,  in  the  payment  of 
principal  tnd  interest  of  the  beneficial  in¬ 
terests  or  participations.  Collections  from 
obligations  subject  to  the  trust  shall  be  dealt 
with  as  provided  in  the  instrument  creating 
the  trust.  The  trust  instrument  shall  pro¬ 
vide  that  the  trustee  will  promptly  pay  to 
the  trustor  the  full  net  proceeds  of  any  sale 
of  beneficial  interests  or  participations  to  the 
extent  they  are  based  upon  such  obligations 
or  collections.  Such  proceeds  shall  be  dealt 
with  as  otherwise  provided  by  law  for  sales 
or  repayment  of  such  obligations.  The  effect 
of  both  past  and  future  sales  of  any  issue 
of  beneficial  interests  or  participations  shall 
be  the  same,  to  the  extent  of  the  principal 
of  such  issue,  as  the  direct  sale  with  recourse 
of  the  obligations  subject  to  the  trust.  Any 
trustor  creating  a  trust  or  trusts  hereunder 
is  authorized  to  purchase,  through  the  facili¬ 
ties  of  the  trustee,  outstanding  beneficial 
interests  or  participations  to  the  extent  of 
the  amount  of  his  responsibility  to  the  trus¬ 
tee  on  beneficial  interests  or  participations 
outstanding,  and  to  pay  his  proper  share  of 
the  costs  and  expenses  incurred  by  the  Fed¬ 
eral  National  Mortgage  Association  as  trus¬ 
tee  pursuant  to  the  trust  instrument. 

“(3)  When  any  trustor  guarantees  to  the 
trustee  the  timely  payment  of  obligations 
he  subjects  to  a  trust  pursuant  to  this  sub¬ 
section,  and  it  becomes  necessary  for  such 
trustor  to  meet  his  responsibilities  under 
such  guaranty,  he  is  authorized  to  fulfill 
such  guaranty. 

“(4)  Beneficial  interests  or  participations 
shall  not  be  issued  for  the  account  of  any 
trustor  in  an  aggregate  principal  amount 
greater  than  is  authorized  with  respect  to 
such  trustor  in  an  appropriation  Act.  Any 
such  authorization  shall  remain  available 
only  for  the  fiscal  year  for  which  it  is  granted 
and  for  the  succeeding  fiscal  year. 

"(5)  The  Association,  as  trustee,  is  author¬ 
ized  to  issue  and  sell  beneficial  interests  or 
participations  under  this  subsection,  not¬ 
withstanding  .that  there  may  be  an  insuffi¬ 
ciency  in  aggregate  receipts  from  obligations 
subject  to  the  related  trust  to  provide  for  the 
payment  by  the  trustee  (on  a  timely  basis 
out  of  current  receipts  or  otherwise)  of  all 
interest  or  principal  on  such  interests  or 
participations  (after  provision  for  all  costs 
and  expenses  incurred  by  the  trustee,  fairly 
prorated  among  trustors) .  There  are  au¬ 
thorized  to  be  appropriated  without  fiscal 
year  limitation  such  sums  as  may  be  neces¬ 
sary  to  enable  any  trustor  to  pay  the  trustee 
such  insufficiency  as  the  trustee  may  require 
on  account  of  outstanding  beneficial  interests 
or  participations  authorized  to  be  issue  pur¬ 
suant  to  paragraph  (4)  of  this  subsection. 
Such  trustor  shall  make  timely  payments  to 
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the  trustee  from  such  appropriations,  sub¬ 
ject  to  and  in  accord  with  the  trust  instru¬ 
ment.” 

Sec.  3.  (a)  Section  305(c)  of  the  Federal 
National  Mortgage  Association  Charter  Act 
is  amended  by  deleting  “by  $450,000,000  on 
July  1,  1966,”. 

(b)  Section  401(d)  of  the  Housing  Act  of 
1950  is  amended  by  deleting  “1968:’’  immedi¬ 
ately  preceding  the  first  proviso  and  by  sub¬ 
stituting  therefor  “1965,  and  1967  and  1968:”. 

Sec.  4.  (a)  Section  303(c)  of  title  III  of 
the  Higher  Education  Facilities  Act  of  1963 
is  amended  by  striking  out  the  first  nine 
words  in  the  second  sentence  and  substi¬ 
tuting  therefor  the  following:  “For  the  pur¬ 
pose  of  making  payments  into  the  fund 
established  under  section  305”. 

(b)  Title  III  of  the  Higher  Education 
Facilities  Act  of  1963  is  further  amended  by 
adding  after  section  304  the  following  new 
section :  ' 

“REVOLVING  LOAN  FUND 

“Sec.  305.  (a)  There  is  hereby  created 
within  the  Treasury  a  separate  fund  for 
higher  education  academic  facilities  loans 
(hereafter  in  this  section  called  ‘the  fund’) 
which  shall  be  available  to  the  Commis¬ 
sioner  without  fiscal  year  limitation  as  a 
revolving  fund  for  the  purposes  of  this  title. 
The  total  of  any  loans  made  from  the  fund 
in  any  fiscal  year  shall  not  exceed  limitations 
specified  in  appropriation  Acts.  A  business- 
type  budget  for  the  fund  shall  be  prepared, 
transmitted  to  the  Congress,  considered,  and 
enacted  in  the  manner  prescribed  by  law 
(sections  102,  103,  and  104  of  the  Govern¬ 
ment  Corporation  Control  Act  (31  U.S.C. 
847-849) )  for  wholly  owned  Government 
corporations. 

“(b)  (1)  The  Commissioner,  when  author¬ 
ized  by  an  appropriation  Act,  may  transfer 
to  the  fund  available  appropriations  pro¬ 
vided  under  section  303(c)  to  provide  capital 
for  the  fund.  All  amounts  received  by  the 
Commissioner  as  interest  payments  or  repay¬ 
ments  of  principal  on  loans,  and  any  other 
moneys,  property,  or  assets  derived  by  him 
from  his  operations  in  connection  with  this 
title,  including  any  moneys  derived  directly 
or  indirectly  from  the  sale  of  assets,  or  bene¬ 
ficial  interests  or  participations  in  assets,  of 
the  fund,  shall  be  deposited  in  the  fund. 

“(2)  All  loans,  expenses,  and  payments 
pursuant  to  operations  of  the  Commissioner 
under  this  title  shall  be  paid  from  the  fund, 
including  (but  not  limited  to)  expenses  and 
payments  of  the  Commissioner  in  connection 
with  sale,  under  section  302(c)  of  the  Federal 
National  Mortgage  Association  Charter  Act, 
of  participations  in  obligations  acquired  un¬ 
der  this  title.  From  time  to  time,  and  at 
least  at  the  close  of  each  fiscal  year,  the 
Commissioner  shall  pay  from  the  fund  into 
the  Treasury  as  miscellaneous  receipts  in¬ 
terest  on  the  cumulative  amount  of  appro¬ 
priations  paid  out  for  loans  under  this  title 
or  available  as  capital  to  the  fund,  less  the 
average  undisbursed  cash  balance  in  the  fund 
during  the  year.  The  rate  of  such  interest 
shall  be  determined  by  the  Secretary  of  the 
Treasury,  taking  into  consideration  the  aver¬ 
age  market  yield  during  the  month  preceding 
each  fiscal  year  on  outstanding  Treasury 
obligations  of  maturity  comparable  to  the 
average  maturity  of  loans  made  from  the 
fund.  Interest  payments  may  be  deferred 
with  the  approval  of  the  Secretary  of  the 
Treasury,  but  any  interest  payments  so  de¬ 
ferred  shall  themselves  bear  interest.  If  at 
any  time  the  Commissioner  determines  that 
moneys  in  the  fund  exceed  the  present  and 
any  reasonably  prospective  future  require¬ 
ments  of  the  fund,  such  excess  may  be  trans¬ 
ferred  to  the  general  fund  of  the  Treasury.” 

Sec.  5.  Section  338(c)  of  the  Consolidated 
Farmers  Home  Administration  Act  of  1961  is 
amended  by  striking  in  the  second  sentence 
“and  (8)”  and  inserting  in  lieu  thereof  “(8) 
section  8  of  the  Watershed  Protection  and 


Flood  Prevention  Act,  as  amended  (16  U.S.C. 
1006a):  (9)  section  32(e)  of  the  Bankhead- 
Jones  Farm  Tenant  Act,  as  amended  (7  U.S.C. 
1011);  and  (10)”;  and  by  inserting  in  the 
fifth  sentence  after  “title,”  the  following: 
“section  8  of  the  Watershed  Protection  and 
Flood  Prevention  Act,  as  amended,  and  sec¬ 
tion  32(e)  of  the  Bankhead-Jones  Farm 
Tenant  Act,  as  amended,”. 

Sec.  6.  (a)  Nothing  in  this  Act  shall  be 
construed  to  repeal  or  modify  the  provisions 
of  section  1820(e)  of  title  38,  United  States 
Code,  respecting  the  authority  of  the  Admin¬ 
istrator  of  Veterans'  Affairs. 

(b)  After  June  30,  1966,  no  department 
or  agency  listed  in  section  302(c)  (2)  of  the 
Federal  National  Mortgage  Association  Char¬ 
ter  Act  may  sell  any  obligation  held  by  it 
except  as  provided  in  section  302(c)  of  that 
Act,  or  as  approved  by  the  Secretary  of  the 
Treasury,  except  that  this  prohibition  shall 
not  apply  to  secondary  market  operations 
carried  on  by  the  Federal  National  Mortgage 
Association. 

Sec.  7.  Paragraph  (7)  of  section  8  of  the 
Federal  Credit  Union  Act  (12  U.S.C.  1757)  is 
amended  to  read : 

“(7)  to  invest  its  funds  (A)  in  loans  ex¬ 
clusively  to  members;  (B)  in  obligations  of 
the  United  States  of  America,  or  securities 
fully  guaranteed  as  to  principal  and  inter¬ 
est  thereby;  (C)  in  accordance  with  rules 
and  regulations  prescribed  by  the  Director, 
in  loans  to  other  credit  unions  in  the  total 
amount  not  exceeding  25  percentum  of  its 
paid-in  and  unimpaired  capital  and  surplus; 
(D)  in  shares  or  accounts  of  savings  and  loan 
associations,  the  accounts  of  which  are  in  • 
sured  by  the  Federal  Savings  and  Loan  In¬ 
surance  Corporation;  (E)  in  obligations  is¬ 
sued  by  banks  for  cooperatives,  Federal  land 
banks,  Federal  intermediate  credit  banks. 
Federal  home  loan  banks,  the  Federal  Home 
Loan  Bank  Board,  or  any  corporation  desig¬ 
nated  in  section  101  of  the  Government  Cor¬ 
poration  Control  Act  as  a  wholly  owned  Gov¬ 
ernment  corporation;  or  in  obligations,  par¬ 
ticipations,  or  other  instruments  of  or  issued 
by,  or  fully  guaranteed  as  to  principal  and 
interest  by,  the  Federal  National  Mortgage 
Association;  or  (F)  in  participation  certifi¬ 
cates  evidencing  beneficial  interests  in  obli¬ 
gations,  or  in  the  right  to  receive  interest 
and  principal  collections  therefrom,  which 
obligations  have  been  subjected  by  one  or 
more  Government  agencies  to  a  trust  or 
trusts  for  which  any  executive  department, 
agency,  or  instrumentality  of  the  United 
States  (or  the  head  thereof)  has  been  named 
to  act  as  trustee;  ” 

Sec.  8.  The  Secretary  of  the  Treasury,  in 
consultation  with  heads  of  agencies  of  the 
United  States  carrying  on  direct  loan  pro¬ 
grams,  shall  conduct  a  study,  in  such  man¬ 
ner  as  he  shall  determine,  on  the  feasibility, 
advantages,  and  disadvantages  of  direct  loan 
programs  compared  to  guaranteed  or  insured 
loan  programs  and  shall  report  his  findings 
together  with  specific  legislative  proposals 
to  the  Congress  not  later  than  six  months 
after  the  effective  date  of  this  act.  There 
are  authorized  to  be  appropriated  such  sums 
as  necessary  for  the  purpose  of  this  section. 

Sec.  9.  The  Federal  National  Mortgage  As¬ 
sociation  is  authorized  during  the  fiscal  year 
1966  to  sell — 

(1)  additional  participations  in  the  Gov¬ 
ernment  Mortgage  Liquidation  Trust,  and 

(2)  participations  in  a  trust  to  be  estab¬ 
lished  by  the  Small  Business  Administration, 
each  without  regard  to  the  provisions  of 
paragraph  (4)  of  section  302(c)  of  the  Fed¬ 
eral  National  Mortgage  Association  Charter 
Act. 

PRIVILEGE  OF  THE  FLOOR 

Mr.  MUSKIE.  Mr.  President,  I  ask 
unanimous  consent  that  members  of  the 
staff  of  the  Committee  on  Banking  and 
Currency  may  have  the  privilege  of  the 


floor  during  consideration  of  the  pend¬ 
ing  bill. 

The  PRESIDING  OFFICER.  With¬ 
out  objection,  it  is  so  ordered. 

Mr.  WILLIAMS  of  Delaware.  Mr. 
President,  will  the  Senator  from  Maine 
yield? 

Mr.  MUSKIE.  I  am  glad  to  yield  to 
the  Senator  from  Delaware. 

Mr.  WILLIAMS  of  Delaware.  I  be¬ 
lieve  it  would  be  well  for  the  Senator  to 
explain  the  differences  between  the 
House  version  and  the  Senate  version. 

I  am  hoping  that  the  Senator  is  not 
planning  on  pushing  the  bill  to  a  vote 
today  because  I  have  been  advised  that 
there  is  but  one  copy  of  the  conference 
report  in  the  Senate  Chamber,  and  there¬ 
fore  only  one  copy  available.  This  bill 
is  of  such  importance  that  all  Senators 
should  have  an  opportunity  to  examine 
overnight  what  changes  may  have  been 
made  by  the  House. 

Mr.  MUSKIE.  Let  me  say  to  the  Sen¬ 
ator  that  I  will  undertake  to  explain  the 
differences  between  the  House  and  Sen¬ 
ate  versions.  It  is  our  desire  to  get  the 
bill  to  a  vote  today.  I  trust  that  the 
explanation  and  such  discussion  as  we 
may  have  will  clarify  the  questions  which 
the  Senator  from  Delaware  may  have  at 
that  point. 

Mr.  President,  I  ask  unanimous  con¬ 
sent  to  place  in  the  Record  at  this  point 
the  text  of  the  bill  as  passed  by  the  Sen¬ 
ate  on  May  5  and  a  brief  explanation  of 
the  principal  differences  between  the 
Senate  and  House  versions  of  the  bill. 

There  being  no  objection,  the  bill  and 
explanation  were  ordered  to  be  printed 
in  the  Record,  as  follows: 

Explanation  of  Principal  Differences 

The  House  changes  were  mainly  of  a  clari¬ 
fying  or  technical  nature.  There  are  three 
principal  substantive  differences  between  the 
Senate  and  House  versions  of  the  bill: 

(1)  Section  2(b)  of  the  bill  specifies  the 
departments  or  agencies  which  may  estab¬ 
lish  trusts  under  this  Act.  The  House  bill 
amends  the  Senate  language  applying  to 
the  Farmers  Home  Administration  to  de¬ 
scribe  more  precisely  the  programs  to  be 
included.  The  House  amendment  adds  di¬ 
rect  soil  and  water  loans  to  the  included 
programs.  The  House  also  specifies  certain 
types  of  loans  within  the  included  programs 
on  which  trusts  may  not  be  established. 

(2)  The  House  amendments  added  a  sub¬ 
section  (b)  to  Section  6  of  the  bill,  which 
provides  that  no  department  or  agency  listed 
in  this  bill  may  sell  any  obligations  except 
as  provided  by  this  bill  or  as  approved  by  the 
Secretary  of  the  Treasury. 

The  effect  of  this  provision  is  to  assure 
effective  coordination  of  all  asset  sales  by 
the  various  departments  and  agencies  of  the 
Government. 

(3)  The  House  version  omits  section  8(b) 
of  the  Senate  version,  which  would  require 
the  Secretary  of  the  Treasury  to  make  an 
annual  report  to  the  Congress  giving  cer¬ 
tain  specified  information  regarding  asset 
sales  and  related  matters. 

The  Treasury  Department  has  indicated 
that  it  will  provide  such  a  report,  whether 
or  not  there  is  a  statutory  requirement. 


S.  3283 

Be  it  enacted,  by  the  Senate  and  House 
of  Representatives  of  the  United  States  of 
America  in  Congress  assembled,  That  this 
Act  may  be  cited  as  the  “Participation  Sales 
Act  of  1966”. 

Sec.  2.  (a)  Section  302(c)  of  the  Federal 
National  Mortgage  Association  Charter  Act 
is  amended — 
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(1)  by  Inserting  “(1)”  immediately  fol¬ 
lowing  “(c)”; 

(2)  by  inserting  after  "undertakings  and 
activities”  a  comma  and  “hereinafter  in  this 
subsection  called  ‘trusts’,”; 

(3)  by  striking  out  the  words  "offered  to 
it  by  the  Housing  and  Home  Finance  Agency 
or  its  Administrator,  or  by  such  Agency’s 
constituent  units  or  agencies  or  the  heads 
thereof,  or  any  first  mortgages  in  which  the 
United  States  or  any  agency  or  instru¬ 
mentality  thereof”  in  the  first  sentence 
thereof  and  by  inserting  “and  other  types 
of  securities,  including  any  instrument  com¬ 
monly  known  as  a  security,  hereinafter  in 
this  subsection  called  ‘obligations,’  in  which 
any  department  or  agency  of  the  United 
States  listed  in  section  302(c)  of  this  Act,”; 

(4)  by  striking  out  the  third  sentence 
thereof  and  substituting  therefor  the  fol¬ 
lowing;  “Participations  or  other  instru¬ 
ments  issued  by  the  Association  pursuant 
to  this  subsection  shall  to  the  same  extent 
as  securities  which  are  direct  obligations 
of  or  obligations  guaranteed  as  to  principal 
or  interest  by  the  United  States  be  deemed 
to  be  exempt  securities  within  the  meaning 
of  laws  administered  by  the  Securities  and 
Exchange  Commission.”;  and 

(5)  by  striking  out  the  fourth  sentence 
thereof. 

(b)  Section  302(c)  of  such  Act  is  further 
amended  by  adding  the  following: 

“(2)  Subject  to  the  limitations  provided 
in  paragraph  (4)  of  this  subsection,  one  or 
more  trusts  may  be  established  as  herein 
provided  by  each  of  the  following  depart¬ 
ments  or  agencies : 

"Department  of  Agriculture :  Farmers 
Home  Administration  (with  respect  only  to 
loans  for  land  acquisition,  rural  housing,  and 
crop  production) ; 

“Department  of  Health,  Education,  and 
Welfare:  Office  of  Education  (with  respect 
to  loans  for  construction  of  academic 
facilities) ; 

“Department  of  Housing  and  Urban  De¬ 
velopment  (including  the  Federal  National 
Mortgage  Association) ; 

“Veterans’  Administration; 

“Export- Import  Bank; 

“Small  Business  Administration. 

The  head  of  each  such  department  or  agency, 
hereinafter  in  this  subsection  called  the 
‘trustor’,  is  authorized  to  set  aside  a  part  or 
all  of  any  obligations  held  by  him  and  sub¬ 
ject  them  to  a  trust  or  trusts  and,  incident 
thereto,  shall  guarantee  to  the  trustee  timely 
payment  thereof.  The  trust  instrument  may 
provide  for  the  issuance  and  sale  of  bene¬ 
ficial  interests  or  participations,  by  the 
trustee,  in  such  obligations  or  in  the  right 
to  receive  interest  and  principal  collections 
therefrom;  and  may  provide  for  the  substi¬ 
tution  or  withdrawal  of  such  obligations, 
or  for  the  substitution  of  cash  for  obliga¬ 
tions.  The  trust  or  trusts  shall  be  exempt 
from  all  taxation.  The  trust  instrument 
may  also  contain  other  appropriate  provi¬ 
sions  in  keeping  with  the  purposes  of  this 
subsection.  The  Association  may  be  named 
and  may  act  as  trustee  of  any  such  trusts 
and,  for  the  purposes  thereof,  the  title  to 
such  obligations  shall  pass  to  the  Associa¬ 
tion  in  trust:  Provided,  That  the  trust  in¬ 
strument  shall  provide  that  custody,  control, 
and  administration  of  the  obligations  shall 
remain  in  the  trustor  subjecting  the  obliga¬ 
tions  to  the  trust,  subject  to  transfer  to  the 
trustee  in  event  of  default  or  probable  de¬ 
fault,  as  determined  by  the  trustee,  in  the 
payment  of  principal  and  interest  of  the 
beneficial  interests  or  participations.  Col¬ 
lections  from  obligations  subject  to  the  trust 
shall  be  dealt  with  as  provided  in  the  in¬ 
strument  creating  the  trust.  The  trust  in¬ 
strument  shall  provide  that  the  trustee  will 
promptly  pay  to  the  trustor  the  full  net 
proceeds  of  any  sale  of  beneficial  interests 
or  participations  to  the  extent  they  are 


based  upon  such  obligations  or  collections. 
Such  proceeds  shall  be  dealt  with  as  other¬ 
wise  provided  by  law  for  sales  or  repayment 
of  such  obligations.  The  effect  of  both  past 
and  future  sales  of  any  issue  of  beneficial 
interests  or  participations  shall  be  the  same, 
to  the  extent  of  the  principal  of  such  issue, 
as  the  direct  sale  of  the  obligations  subject 
to  the  trust.  Any  trustor  creating  a  trust 
or  trusts  hereunder  is  authorized  to  pur¬ 
chase,  through  the  facilities  of  the  trustee, 
outstanding  beneficial  interests  or  participa¬ 
tions  to  the  extent  of  the  amount  of  his 
responsibility  to  the  trustee  on  beneficial  in¬ 
terests  or  participations  outstanding,  and 
to  pay  his  proper  share  of  the  costs  and  ex¬ 
penses  incurred  by  the  Association  as  trustee 
pursuant  to  the  trust  instrument,  and  for 
these  purposes  may  use  any  appropriated 
funds  or  other  amounts  available  to  him 
for  the  general  purposes  or  programs  to 
which  the  obligations  subjected  to  the  trust 
are  related. 

“(3)  When  any  trustor  guarantees  to  the 
trustee  the  timely  payment  of  obligations  he 
subjects  to  a  trust  pursuant  to  this  subsec¬ 
tion,  and  it  becomes  necessary  for  such 
trustor  to  meet  his  responsibilities  under 
such  guaranty,  he  is  authorized  to  fulfill 
such  guaranty  by  using  any  appropriated 
funds  or  other  amounts  available  to  him  for 
the  general  purposes  or  programs  to  which 
the  obligations  subjected  to  the  trust  are 
related. 

“(4)  Beneficial  interests  or  participations 
shall  not  be  issued  for  the  account  of  any 
trustor  in  an  aggregate  principal  amount 
greater  than  is  authorized  with  respect  to 
such  trustor  in  an  appropriation  Act.  Any 
such  authorization  shall  remain  available 
only  for  the  fiscal  year  for  which  it  is 
granted  and  for  the  succeeding  fiscal  year. 

“(5)  The  Association,  as  trustee,  is  author¬ 
ized  to  issue  and  sell  beneficial  interests  or 
participations  under  this  subsection,  not¬ 
withstanding  that  there  may  be  an  insuffi¬ 
ciency  in  aggregate  receipts  from  obligations 
subject  to  the  related  trust  to  provide  for 
the  payment  by  the  trustee  (on  a  timely 
basis  out  of  current  receipts  or  otherwise)  of 
all  interest  or  principal  on  such  interests  or 
participations  (after  provision  for  all  costs 
and  expenses  incurred  by  the  trustee,  fairly 
prorated  among  trustors) .  Whenever  the 
issuance  of  an  aggregate  principal  amount  is 
authorized  pursuant  to  paragraph  (4)  of  this 
subsection,  such  an  authorization  in  an 
appropriation  Act  shall  establish  on  the 
books  of  the  Treasury  as  appropriations  such 
sums  as  may  be  necessary  from  time  to  time 
to  enable  the  trustor  to  pay  the  trustee  such 
insufficiency  as  the  trustee  may  require  on 
account  of  outstanding  beneficial  interests 
or  participations.  Such  trustor  shall  make 
timely  payments  to  the  trustee  from  such 
appropriations,  subject  to  and  in  accord  with 
the  trust  instrument.” 

Sec.  3.  (a)  Section  305(c)  of  the  Federal 
National  Mortgage  Association  Charter  Act 
is  amended  by  deleting  “by  $450,000,000  on 
July  1,  1966,”. 

(b)  Section  401(d)  of  the  Housing  Act  of 
1950  is  amended  by  deleting  “1968:”  imme¬ 
diately  preceding  the  first  proviso  and  by 
substituting  therefor  “1965,  and  1967  and 
1968:”. 

Sec.  4.  (a)  Section  303(c)  of  title  III  of 
the  Higher  Education  Facilities  Act  of  1963 
is  amended  by  striking  out  the  first  nine 
words  in  the  second  sentence  and  substitut¬ 
ing  therefor  the  following:  “For  the  purpose 
of  making  payments  into  the  fund  estab¬ 
lished  under  section  305”. 

(b)  Title  III  of  the  Higher  Education  Fa¬ 
cilities  Act  of  1963  is  further  amended  by 
adding  after  section  304  the  following  new 
section : 

“revolving  loan  fund 

“Sec.  305.  (a)  There  is  hereby  created  with¬ 
in  the  Treasury  a  separate  fund  for  higher 
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education  academic  facilities  loans  (hereafter 
in  this  section  called  ‘the  fund’)  which  shall 
be  available  to  the  Commissioner  without 
fiscal-year  limitation  as  a  revolving  fund  for 
the  purposes  of  this  title.  The  total  of  any 
loans  made  from  the  fund  in  any  fiscal  year 
shall  not  exceed  limitations  specified  in  ap¬ 
propriation  Acts. 

“(b)(1)  The  Commissioner  is  authorized 
to  transfer  to  the  fund  available  appropria¬ 
tions  provided  under  section  303(c)  to  pro¬ 
vide  capital  for  the  fund.  All  amounts  re¬ 
ceived  by  the  Commissioner  as  interest  pay¬ 
ments  or  repayments  of  principal  on  loans, 
and  any  other  moneys,  property,  or  assets  de¬ 
rived  by  him  from  his  operations  in  connec¬ 
tion  with  this  title,  including  any  moneys 
derived  directly  or  indirectly  from  the  sale  of 
assets,  or  beneficial  interests  or  participations 
in  assets,  of  the  fund,  shall  be  deposited  in 
the  fund. 

“(2)  All  loans,  expenses,  and  payments 
pursuant  to  operations  of  the  Commissioner 
under  this  title  shall  be  paid  from  the  fund, 
including  (but  not  limited  to)  expenses  and 
payments  of  the  Commissioner  in  connection 
with  the  sale,  under  section  302(c)  of  the 
Federal  National  Mortgage  Association  Char¬ 
ter  Act,  of  participations  in  obligations  ac¬ 
quired  under  this  title.  From  time  to  time 
and  at  least  at  the  close  of  each  fiscal  year, 
the  Commissioner  shall  pay  from  the  fund 
into  the  Treasury  as  miscellaneous  receipts 
interest  on  the  cumulative  amount  of  appro¬ 
priations  paid  out  for  loans  under  this  title 
or  available  as  capital  to  the  fund,  less  the 
average  undisbursed  cash  balance  in  the  fund 
during  the  year.  The  rate  of  such  interest 
shall  be  determined  by  the  Secretary  of  the 
Treasury,  taking  into  consideration  the  aver¬ 
age  market  yield  during  the  month  preced¬ 
ing  such  fiscal  year  on  outstanding  Treasury 
obligations  of  maturity  comparable  to  the 
average  maturity  of  loans  made  from  the 
fund.  Interest  payments  may  be  deferred 
with  the  approval  of  the  Secretary  of  the 
Treasury,  but  any  interest  payments  so  de¬ 
ferred  shall  themselves  bear  interest.  If  at 
any  time  the  Commissioner  determines  that 
moneys  in  the  fund  exceed  the  present  and 
any  reasonably  prospective  future  require¬ 
ments  of  the  fund,  such  excess  may  be  trans¬ 
ferred  to  the  general  fund  of  the  Treasury.” 

Sec.  5.  Section  338(c)  of  the  Consolidated 
Farmers  Home  Administration  Act  of  1961 
is  amended  by  striking  in  the  second  sen¬ 
tence  “and  (8)”  and  inserting  in  lieu  thereof 
“(8)  section  8  of  the  Watershed  Protection 
and  Flood  Prevention  Act,  as  amended  (16 
U.S.C.  1006a);  (9)  section  32(e)  of  the 

Bankhead-Jones  Farm  Tenant  Act,  as 
amended  (7  U.S.C.  1011);  and  (10)”;  and  by 
inserting  in  the  fifth  sentence  after  "title,” 
the  following:  “section  8  of  the  Watershed 
Protection  and  Flood  Prevention  Act,  as 
amended,  and  section  32(e)  of  the  Bank¬ 
head-Jones  Farm  Tenant  Act,  as  amended,”. 

Sec.  6.  Nothing  in  this  Act  shall  be  con¬ 
strued  to  repeal  or  modify  the  provisions  of 
section  1820(e)  of  title  38,  United  States 
Code,  respecting  the  authority  of  the  Ad¬ 
ministrator  of  Veterans’  Affairs. 

Sec.  7.  Paragraph  (7)  of  section  8  of  the 
Federal  Credit  Union  Act  (12  U.S.C.  1757)  is 
amended  to  read: 

“(7)  to  invest  its  funds  (A)  in  loans  ex¬ 
clusively  to  members;  (B)  in  obligations  of 
the  United  States  of  America,  or  securities 
fully  guaranteed  as  to  principal  and  interest 
thereby;  (C)  in  accordance  with  rules  and 
regulations  prescribed  by  the  Director,  in 
loans  to  other  credit  unions  in  the  total 
amount  not  exceeding  25  per  centum  of  its 
paid-in  and  unimpaired  capital  and  surplus; 
(D)  in  shares  or  accounts  of  savings  and 
loan  associations,  the  accounts  of  which  are 
insured  by  the  Federal  Savings  and  Loan 
Insurance  Corporation;  (E)  in  obligations 
issued  by  banks  for  cooperatives.  Federal 
land  banks.  Federal  intermediate  credit 
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banks.  Federal  home  loan  banks,  the  Fed¬ 
eral  Home  Loan  Bank  Board  or  any  corpora¬ 
tion  designated  in  section  101  of  the  Govern¬ 
ment  Corporation  Control  Act  as  a  wholly 
owned  Government  corporation;  or  in  obliga¬ 
tions,  participations,  or  other  instruments  of 
or  issued  by,  or  fully  guaranteed  as  to  prin¬ 
cipal  and  interest  by,  the  Federal  National 
Mortgage  Association;  or  (F)  in  participation 
certificates  evidencing  beneficial  interests  in 
obligations,  or  in  the  right  to  receive  interest 
and  principal  collections  therefrom,  which 
obligations  have  been  subjected  by  one  or 
more  Government  agencies  to  a  trust  or 
trusts  for  which  any  executive  department, 
agency,  or  instrumentality  of  the  United 
States  (or  the  head  thereof)  has  been  named 
to  act  as  trustee;  ”, 

Sec.  8.  (a)  The  Secretary  of  the  Treasury, 
In  consultation  with  heads  of  agencies  of 
the  United  States  carrying  on  direct  loan 
programs,  shall  conduct  a  study,  in  such 
manner  as  he  shall  determine,  on  the  feasi¬ 
bility,  advantages,  and  disadvantages  of  di¬ 
rect  loan  programs  compared  to  guaranteed 
or  insured  loan  programs  and  shall  report 
his  findings  together  with  specific  legislative 
proposals  to  the  Congress  not  later  than  six 
months  after  the  effective  date  of  this  Act. 
There  are  authorized  to  be  appropriated  such 
sums  as  necessary  for  the  purpose  of  this 
section. 

(b)  The  Secretary  of  the  Treasury  shall 
each  year  make  a  report  to  the  Senate  and 
House  of  Representatives  setting  forth — 

(1)  the  net  increase  or  decrease  during 
the  preceding  fiscal  year  (A)  in  the  aggregate 
principal  amount  of  obligations  acquired  by 
the  executive  departments,  agencies,  and  in¬ 
strumentalities  of  the  United  States  which 
may  be  subjected  to  a  trust  under  section 
302(c)  of  the  Federal  National  Mortgage  As¬ 
sociation  Charter  Act,  and  (B)  in  the  total 
amount  of  outstanding  beneficial  interests  or 
participations  in  such  obligations;  and 

(2)  the  extent  to  which  the  sale  of  such 
beneficial  interests  or  participations  reduced 
the  deficit  or  increased  the  surplus  realized 
by  the  Government  in  its  operations  during 
the  preceding  fiscal  year. 

Sec.  9.  The  Federal  National  Mortgage  As¬ 
sociation  is  authorized  during  fiscal  year 
1966  to  sell  (1)  additional  participations  in 
the  Government  Mortgage  Liquidation  Trust, 
and  (2)  participations  in  a  trust  to  be  estab¬ 
lished  by  the  Small  Business  Administration, 
each  without  regard  to  the  provisions  of 
paragraph  (4)  of  section  302(c)  of  the  Fed¬ 
eral  National  Mortgage  Association  Charter 
Act,  as  added  by  this  Act. 

Mr.  WILLIAMS  of  Delaware.  But  the 
Senator  knows  that  we  are  dealing  with 
a  rather  far-reaching  proposal  here. 
While  not  for  one  moment  do  I  distrust 
the  sincerity  of  the  Senator  from  Maine, 
I  am  not  unmindful  of  the  fact  that  the 
administration  which  is  sponsoring  the 
proposed  legislation  tried  to  sneak 
through  a  bill  granting  it  authority  to 
sell  $33  billion  worth  of  our  assets.  After 
they  were  caught  with  their  hands  in  the 
cookie  jar  we  were  able  to  reduce  that 
amount  down  to  approximately  $11  bil¬ 
lion.  But  the  principle  is  wrong,  and  I 
want  to  make  sure  we  are  not  selling  the 
Washington  Monument — I  would  not  put 
that  past  the  administration  if  it  could 
get  away  with  it.  I  welcome  the  ex¬ 
planation  of  the  Senator,  but  I  wish  to 
reserve  the  right  to  examine  this  bill  very 
carefully  before  the  Senate  votes  to  see 
exactly  what  little  gimmicks,  if  any,  the 
administration  may  have  slipped  in. 

Therefore,  in  the  interests  of  orderly 
procedure  I  shall  ask  that  it  go  over  un¬ 
til  next  week.  I  am  sure  we  will  move 


along  much  faster  if  the  bill  is  not  pushed 
to  a  vote  this  afternoon. 

That  is  a  friendly  suggestion. 

Mr.  MUSKIE.  In  friendly  response  to 
the  Senator  from  Delaware,  let  me  say 
to  him  that  of  course  I  do  not  agree  with 
his  description  of  the  procedure  which 
we  undertook  in  presenting  the  original 
administration  bill.  I  do  not  believe 
there  was  anything  sneaky  about  it,  but 
of  course  the  Senator  is  entitled  to  his 
own  opinion.  In  any  case,  let  me  say 
that  the  point  the  Senator  has  just  made 
is  the  same  one  we  discussed  when  the 
bill  was  recently  before  the  Senate; 
namely,  whether  in  principle  this  is  a 
sound  thing  to  do.  That  question  was 
resolve  in  two  record  votes  on  this  side 
in  the  Capitol. 

The  changes  made  by  the  House  do 
not  raise  that  issue  and  do  not  go  to  it. 
The  fact  is,  the  changes  made  by  the 
House  tend  to  tighten  the  bill  in  the 
direction  in  which  the  Senator  from 
Delaware  would  like  it  to  go,  so  that  I  am 
sure  he  would  approve  of  the  House 
changes,  by  and  large — I  will  not  pre¬ 
sume  to  make  that  judgment,  but  I  be¬ 
lieve  that  he  would. 

In  any  case,  I  will  undertake  to  explain 
the  differences  and  we  can  see  where  we 
go  from  there. 

Mr.  President,  a  few  days  ago,  the 
Senate  considered  and  passed  S.  3283, 
the  Participation  Sales  Act  of  1966. 

Yesterday  the  House  considered  and 
passed  H.R.  14544,  which  was  the  House 
version  of  the  same  legislation. 

The  bill  as  amended  by  the  House  is 
now  before  us  and  has  now  been  laid 
down,  and  I  would  like,  at  the  proper 
time,  to  make  a  motion  that  we  accept 
the  amended  bill  as  it  is  before  us. 

The  amendments  which  were  adopted 
in  the  House  and  which  make  it  different 
from  the  Senate  version  are  largely  tech¬ 
nical  and  clarifying  amendments. 

There  are  three,  however,  which.  I 
think  ought  to  be  brought  to  the  atten¬ 
tion  of  the  Senate  so  it  may  know  what 
they  are. 

The  first  which  I  undertake  to  bring 
to  the  attention  of  the  Senate  has  to  do 
with  the  list  of  programs  which  would 
be  covered  by  the  legislation  if  enacted. 

The  Senate  will  recall  that  in  the  con¬ 
sideration  by  the  Senate  of  this  legisla¬ 
tion  the  program  was  narrowed,  as  indi¬ 
cated  by  the  distinguished  Senator  from 
Delaware  [Mr.  Williams],  from  some 
$33  billion  to  some  $11  billion. 

The  amendment  adopted  by  the  Sen¬ 
ate  which  accomplished  that,  listed  the 
programs  and  agencies  which  would  be 
covered  by  the  legislation. 

The  language  which  was  adopted  by 
the  Senate  has  been  clarified  by  the 
House.  In  order  to  indicate  the  nature 
of  that  clarification,  I  will  read  first  the 
Senate  language,  and  then  the  House 
language  as  it  relates  to  the  difference 
between  the  2  versions. 

The  Senate  language  reads  as  follows : 

2.  Subject  to  the  limitations  provided  in 
paragraph  (4)  of  this  subsection,  one  or 
more  trusts  may  be  established  as  herein 
provided  by  each  of  the  following  Depart¬ 
ments  or  Agencies: 

The  Department  of  Agriculture:  Farmers 


Home  Administration  (with  respect  only 
to  loans  for  land  acquisition,  rural  housing, 
and  crop  production). 

The  House  language  or  version  reads  as 
follows : 

The  Farmers  Home  Administration  of  the 
Department  of  Agriculture,  but  only  with  re¬ 
spect  to  operating  loans,  direct  farm  owner¬ 
ship  loans,  direct  housing  loans,  and  direct 
soil  and  water  loans.  Such  trusts  may  not 
be  established  with  respect  to  loans  for 
housing  for  the  elderly  under  sections  502 
and  515(a)  of  the  Housing  Act  of  1949,  nor 
with  respect  to  loans  for  non-farm  recrea¬ 
tional  development. 

The  Senate  will  recall  that  the  Senate 
language  was  modified  in  respect  to  ques¬ 
tions  raised  by  the  distinguished  Sena¬ 
tor  from  Florida  [Mr.  Holland],  who  was 
disturbed  that  the  language  as  it  then 
stood  in  the  Senate  bill  would  be  too 
comprehensive  with  respect  to  the  Farm¬ 
ers  Home  Administration  programs  and 
would  include  programs  that  ought  not  to 
be  included. 

The  House  has  further  refined  the  lan¬ 
guage  adopted  by  the  Senate.  The  House 
language  has  been  reviewed  by  the  dis¬ 
tinguished  Senator  from  Florida  [Mr. 
Holland],  and  he  raises  no  objection  to 
it. 

I  shouldlike  to  ask  the  Senator  from 
Delaware  [Mr.  Williams],  if  he  would 
like  to  direct  any  questions  now  to  this 
difference  between  the  House  and  Senate 
version. 

Mr.  WILLIAMS  of  Delaware.  No.  I 
merely  want  to  have  a  written  copy  to  see 
for  myself  what  the  differences  are. 

Did  I  understand  the  Senator  correct¬ 
ly  to  say  that  he  intends  to  move  that 
the  Senate  adopt  H.R.  14544? 

Mr.  MUSKIE.  That  is  my  intention. 

I  shall  be  happy  to  show  the  Senator 
the  language  I  have  just  read. 

Mr.  WILLIAMS  of  Delaware.  Mr. 
President,  I  would  like  to  direct  a  parlia¬ 
mentary  inquiry  to  the  Chair.  I  under¬ 
stand  the  Senator  from  Maine  intends  to 
move  that  the  Senate  adopt  the  House 
bill,  H.R.  14544.  That  bill  is  not  on  the 
Senate  Calendar.  The  Senate  originally 
passed  a  bill  (S.  3283)  which  went  to  the 
House,  and  the  House  amendment  to  the 
Senate  bill  is  now  before  us.  But  H.R. 
14544  as  such  is  not  before  the  Senate. 

I  ask  the  Chair  if  it  is  in  order  to  con¬ 
sider  a  bill  that  has  not  been  before  the 
Senate. 

Mr.  MUSKIE.  Mr.  President,  will  the 
Senator  yield? 

Mr.  WILLIAMS  of  Delaware.  I  yield. 

Mr.  MUSKIE.  I  was  not  as  precise  in 
stating  what  my  intention  was  as  I 
should  have  been. 

The  PRESIDING  OFFICER.  The 
matter  before  the  Senate  is  to  concur  in 
the  House  amendment,  which  is  a  sub¬ 
stitute  for  the  Senate  bill. 

Mr.  WILLIAMS  of  Delaware.  That  is 
my  understanding,  and  that  is  the  rea¬ 
son  why  I  raised  the  question.  Perhaps 
the  Senator  from  Maine  misstated  what 
he  intended.  I  understood  him  to  say 
he  was  going  to  move  that  the  Senate 
adopt  H.R.  14544,  which  is  a  House  bill. 
I  do  not  think  it  would  be  in  order  if  such 
a  motion  were  made,  and  I  shall  make  a 
point  of  order  at  the  proper  time. 
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Mr.  MUSKIE.  Mr.  President,  I  did  not 
at  that  point  make  a  motion.  I  indicated 
my  intention.  I  did  not  indicate  it  as 
precisely  as  I  should  have  from  a  parlia¬ 
mentary  point  of  view.  I  regret  I  was 
not  more  precise.  But  at  the  proper 
time  I  shall  undertake  to  make  a  motion 
that  is  parliamentarily  correct. 

The  second  difference  between  the  two 
versions  of  the  bill  which  I  would  like  to 
bring  to  the  attention  of  the  Senate  is  a 
requirement  added  by  the  House  bill 
which  was  not  included  in  the  Senate 
bill. 

The  requirement  which  has  been  added 
to  the  House  bill  is  to  the  effect  that  with 
respect  to  direct  sales  of  these  obligations 
outside  the  authority  of  the  bill  or  par¬ 
ticipation  sales  outside  the  authority  of 
the  bill,  such  sales  could  not  take  place 
without  direct  approval  by  the  Secretary 
of  the  Treasury.  Clearly,  the  effect  of 
this  requirement  in  the  House  bill  is  to 
bring  the  entire  operation  with  respect 
to  these  obligations  under  the  supervi¬ 
sion  of  the  Secretary  of  the  Treasury. 

This  requirement  appears  to  be  im¬ 
portant  from  the  standpoint  of  managing 
sales  of  Government  paper,  whether  di¬ 
rect  Treasury  borrowings,  participation 
sales  or  direct  sales  under  any  program. 
It  appears  to  make  sense  and  is  in  fact 
in  conformity  with  existing  practices  and 
I  see  no  difficulty  in  the  requirement 
which  has  been  provided  by  the  House 
bill. 

The  third  difference  between  the  two 
bills  deals  with  an  amendment  initially 
offered  by  the  Senator  from  Utah  [Mr. 
Bennett],  subsequently  cosponsored  by 
the  Senator  from  Utah  and  myself,  which 
established  a  requirement  for  an  annual 
report. 

The  language  reads  as  follows: 

(b)  the  Secretary  of  the  Treasury  shall 
each  year  make  a  report  to  the  Senate  and 
House  of  Representatives  setting  forth— 

( 1 )  the  net  increase  or  decrease  during  the 
preceding  fiscal  year  (A)  in  the  aggregate 
principal  amount  of  obligations  acquired  by 
the  executive  departments,  agencies,  and  in¬ 
strumentalities  of  the  United  States  which 
may  be  subjected  to  a  trust  under  section 
302(c)  of  the  Federal  National  Mortgage  As¬ 
sociation  Charter  Act;  and  (B)  in  the  total 
amount  of  outstanding  beneficial  interests 
or  participations  in  such  obligations;  and 

(2)  the  extent  to  which  the  sale  of  such 
beneficial  interests  or  participations  reduced 
the  deficit  or  increased  the  surplus  realized  by 
the  Government  in  its  operations  during  the 
preceding  fiscal  year. 

This  language  was  not  included  in  the 
House  version  of  the  bill  because,  as  I 
understand,  it  was  not  offered  in  the 
House. 

The  Under  Secretary  of  the  Treasury, 
Mr.  Joseph  W.  Barr,  has  been  in  touch 
with  the  distinguished  Senator  from 
Utah  [Mr.  Bennett]  and  has  advised 
the  Senator  that  he  will  send  him  a  let¬ 
ter  accepting  the  obligation  or  responsi¬ 
bility  which  was  imposed  by  the  Senate 
version  of  the  bill.  So  the  annual  report 
contemplated  by  the  language  that  I  have 
just  read  will  be  made,  notwithstanding 
the  fact  that  it  is  not  included  in  the 
House  version  of  the  bill  and  may  not  be 
included  in  the  bill  as  enacted  by  Con¬ 
gress. 

Mr.  WILLIAMS  of  Delaware.  Mr. 
President,  will  the  Senator  yield? 


Mr.  MUSKIE.  I  yield. 

Mr.  WILLIAMS  of  Delaware.  In  the 
event  that  Mr.  Barr  leaves  the  Treasury 
Department  and  someone  else  takes  his 
place,  would  the  person  who  succeeds 
him  be  bound  by  anything  that  was 
promised  by  Mr.  Barr? 

Mr.  MUSKIE.  The  commitment  is  by 
the  Secretary  of  the  Treasury  as  an  of¬ 
fice,  not  as  an  individual. 

Mr.  WILLIAMS  of  Delaware.  I  would 
like  to  read  such  a  commitment,  because 
it  is  my  understanding  that  one  Secre¬ 
tary  of  the  Treasury  cannot  bind  a  suc¬ 
ceeding  Secretary  of  the  Treasury  any 
more  than  one  Congress  can  bind  an¬ 
other. 

Does  the  Senator  have  the  text  of  the 
letter  so  that  it  can  be  read  to  the  Sen¬ 
ate  at  this  time? 

Mr.  MUSKIE.  The  Senator  from 
Utah  [Mr.  Bennett]  conducted  the  dis¬ 
cussions  with  the  Under  Secretary  of  the 
Treasury.  The  Senator  from  Utah  is  in 
a  better  position  to  reassure  the  Senator 
from  Delaware  than  is  the  Senator  from 
Maine. 

I  have  received  this  commitment  from 
the  representatives  of  the  Secretary  of 
the  Treasury  with  whom  I  have  talked. 
They  have  informed  me  that  such  a  re¬ 
port  will  be  made  and  that  it  is  not  de¬ 
pendent  upon  the  verbal  commitment  of 
any  individual  who  is  now  an  employee 
of  the  Treasury  Department.  I  have  re¬ 
ceived  this  commitment. 

The  record  that  is  being  made  here 
also  commits  the  Secretary  of  the  Treas¬ 
ury  or  the  Treasury  Department  to  this 
obligation.  I  see  no  doubt  about  it. 

If  the  Senator  from  Delaware  desires 
additional  reassurance,  I  suggest  that  he 
discuss  it  with  the  Senator  from  Utah. 

Mr.  WILLIAMS  of  Delaware.  Is  the 
Senator  now  speaking  of  a  verbal  com¬ 
mitment? 

Mr.  MUSKIE.  I  did  not  discuss  this 
question  with  the  Secretary  of  the 
Treasury.  My  understanding  is  that  the 
Secretary  of  the  Treasury  promised  to 
send  Senator  Bennett  a  letter  in  which 
the  commitment  would  be  made.  I  do 
not  know  whether  that  letter  has  been 
delivered  to  the  Senator  from  Utah. 

My  understanding  is  that  the  Senator 
from  Utah  received  the  verbal  assurance 
of  the  Under  Secretary  of  the  Treasury 
that  such  a  letter  would  be  sent  to  the 
Senator.  I  undertook  to  establish  that 
fact.  If  my  understanding  is  incorrect, 
I  desire  to  be  told.  My  understanding  is 
that  the  Senator  from  Utah  has  been 
reassured  that  the  Treasury  Department 
is  committed  to  make  such  a  report.  I 
have  no  reason  to  believe  that  the  Sena¬ 
tor  from  Utah  has  not  been  reassured. 

If  the  Senator  from  Delaware  is  not 
reassured,  then  by  all  means  the  Sena¬ 
tor  from  Delaware  should  take  whatever 
steps  appeal  to  him  to  obtain  such 
assurance. 

Mr.  WILLIAMS  of  Delaware.  I  am 
trying  to  learn  whether  the  Senator  from 
Maine  has  received  a  verbal  commitment 
or  a  written  commitment. 

Mr.  MUSKIE.  I  attempted  to  describe 
to  the  Senator  from  Delaware,  in  as  pre¬ 
cise  language  as  I  could,  what  it  is  I 
have. 

Mr.  President,  these  are  the  three 
principal  differences  between  the  Senate 


version  and  the  House  version  of  the 
legislation.  It  is  my  opinion  that  they 
are  reasonable  and  that  the  Senate 
would  be  well  advised  to  accept  them. 

Mr.  WILLIAMS  of  Delaware.  Mr. 
President,  I  suggest  the  absence  of  a 
quorum. 

The  PRESIDING  OFFICER.  The 
clerk  will  call  the  roll. 

The  legislative  clerk  called  the  roll, 
and  the  following  Senators  answered  to 
their  names: 


Anderson 

Bartlett 

Bennett 

Bible 

Boggs 

Carlson 

Church 

Clark 

Douglas 

Eastland 

Fong 

Gore 

Griffin 

Harris 
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Hartke 

Hill 

Holland 

Javlts 

Kuchel 

Long,  Mo. 

Metcalf 

Mondale 

Monroney 

Montoya 

Morton 

Moss 

Murphy 

Muskie 


Pastore 

PeU 

Prouty 

Randolph 

Riblcoff 

Robertson 

Simpson 

Sparkman 

Talmadge 

WiUlams,  N.J 

Williams,  Del. 

Yarborough 


Mr.  LONG  of  Louisiana.  I  announce 
that  the  Senator  from  North  Dakota 
[Mr.  Burdick],  the  Senator  from  Con¬ 
necticut  [Mr.  Dodd],  the  Senator  from 
North  Carolina  [Mr.  Ervin],  the  Senator 
from  Michigan  [Mr.  Hart],  the  Senator 
from  New  York  [Mr.  Kennedy]  ,  the  Sen¬ 
ator  from  Montana  [Mr.  Mansfield],  the 
Senator  from  Wyoming  [Mr.  McGee], 
the  Senator  from  South  Dakota  [Mr. 
McGovern],  the  Senator  from  South 
Carolina  [Mr.  Russell],  and  the  Sena¬ 
tor  from  Florida  [Mr.  Smathers]  are 
necessarily  absent.  • 

I  also  announce  that  the  Senator  from 
Tennessee  [Mr.  Bass],  the  Senator  from 
Arkansas  [Mr.  Fulbright],  and  the  Sen¬ 
ator  from  Oregon  [Mr.  Morse]  are  ab¬ 
sent  on  official  business. 

Mr.  KUCHEL.  I  announce  that  the 
Senator  from  Illinois  [Mr.  Dirksen]  is 
absent  because  of  illness. 

The  Senator  from  New  Hampshire 
[Mr.  Cotton],  the  Senators  from  Ne¬ 
braska  [Mr.  Curtis  and  Mr.  Hruska], 
the  Senator  from  Idaho  [Mr.  Jordan], 
the  Senator  from  Kansas  [Mr.  Pearson], 
the  Senator  from  Pennsylvania  [Mr. 
Scott]  ,  and  the  Senator  from  Texas  [Mr. 
Tower]  are  necessarily  absent. 

The  PRESIDING  OFFICER  (Mr. 
Mondale  in  the  chair) .  A  quorum  is  not 
present. 

Mr.  MUSKIE.  Mr.  President,  I  move 
that  the  Sergeant  at  Arms  be  directed  to 
request  the  attendance  of  absent  Sen¬ 
ators. 

The  PRESIDING  OFFICER.  The 
question  is  on  agreeing  to  the  motion  of 
the  Senator  from  Maine. 

The  motion  is  agreed  to,  and  the  Ser¬ 
geant  at  Arms  will  execute  the  order  of 
the  Senate. 

After  a  little  delay,  the  following  Sena¬ 
tors  entered  the  Chamber  and  answered 
to  their  names: 


Aiken 

Allott 

Bayh 

Brewster 

Byrd,  Va. 

Byrd,  W.  Va. 

Cannon 

Case 

Cooper 

Dominick 

Ellender 

Fannin 

Gruening 


Hayden 

Hickenlooper 

Inouye 

Jackson 

Kennedy,  Mass. 

Lausche 

Long,  La. 

Magnuson 

McCarthy 

McClellan 

McIntyre 

Miller 

Mundt 


Nelson 

Neuberger 

Proxmire 

Russell,  Ga. 

Saltonstall 

Scott 

Smith 

Stennis 

Symington 

Thurmond 

Ty  dings 

Young,  N.  Dak. 

Young,  Ohio 
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The  PRESIDING  OFFICER.  A 
quorum  is  present. 

*  Mr.  MUSKIE.  Mr.  President,  I  move 
that  the  Senate  concur  in  the  House 
amendment  to  the  Senate  bill. 

The  PRESIDING  OFFICER.  Tire 
question  is  on  .agreeing  to  the  motion. 

UNANIMOUS -CONSENT  AGREEMENT 
Mr.  MUSKIE.  atr.  President,  I  ask 
unanimous  consent  chat  upon  the  fur¬ 
ther  consideration  of  che  pending  ques¬ 
tion  on  Monday  next,  immediately  after 
the  conclusion  of  morninV  business,  de¬ 
bate  on  said  motion  be  limited  to  1  hour, 
to  be  equally  divided  and  controlled  by 
the  Senator  from  Delaware  ISMr.  Wil¬ 
liams],  and  the  junior  Senator  from 

Maine  [Mr.  Muskie]. _  \ 

The  PRESIDING  OFFICER.  IsNJiere 
objection?  The  Chair  hears  none.'qnd 
it  is  so  ordered.  \ 

The  unanimous-consent  agreement 
subsequently  reduced  to  writing,  is  as 
follows : 

Unanimous-Consent  Agreement 

Ordered,  Tliat  after  the  conclusion  of 
morning  business  on  Monday,  May  23,  fur¬ 
ther  debate  on  the  motion  to  concur  in  the 
amendment  of  the  House  of  Representatives 
to  the  bill  S.  3283,  to  promote  private  financ¬ 
ing  of  credit  needs  and  to  provide  for  an 
efficient  and  orderly  method  of  liquidating 
financial  assets  held  by  Federal  credit  agen¬ 
cies,  and  for  other  purposes,  shall  be  limited 
to  1  hour  to  be  equally  divided  and  controlled 
by  the  Senator  from  Maine  [Mr.  Muskie] 
and  the  Senator  from  Delaware  [Mr. 
Williams]  . 

May  19,  1966. 

CONVEYANCE  OF  CERTAIN  LANDS 
TO  THE  STATE  OF  UTAH— CON¬ 
FERENCE  REPORT 
Mr.  MOSS.  Mr.  President,  I  submit 
a  report  of  the  committee  of  conference 
on  the  disagreeing  votes  of  the  two 
Houses  on  the  amendments  of  the  House 
to  the  bill  (S.  265)  to  authorize  convey¬ 
ance  of  certain  lands  to  the  State  of 
Utah  based  upon  fair  market  value.  I 
ask  unanimous  consent  for  the  present 
consideration  of  the  report. 

The  PRESIDING  OFFICER.  The  re 
port  will  be  read  for  the  information 
the  Senate.  / 

The  legislative  clerk  read  the  report. 
(For  conference  report,  see  /House 
proceedings  of  May  18,  1966,  pnc  10375- 
10376,  Congressional  Record^/ 

The  PRESIDING  OFFICES'  Is  there 
objection  to  the  present  consideration  of 
the  report?  / 

There  being  no  objection,  the  Senate 
proceeded  to  consider  >Hie  report. 

Mr.  KUCHEL.  Mr  President,  I  am 
informed  that  the/Qistinguished  senior 
Senator  from  Utah  [Mr.  Bennett]  de¬ 
sires  to  be  in  thq/Chamber  as  this  matter 
is  presented.  . 

Under  thosffe  circumstances  I  suggest 
the  absence/of  a  quorum. 

The  PRESIDING  OFFICER.  The 
clerk  wilt  call  the  roll. 

The/legislative  clerk  proceeded  to  call 
the  ntfll. 

Jly.  KUCHEL.  Mr.  President,  I  ask 
r<animous  consent  that  the  order  for 
re  quorum  call  be  rescinded. 


The  PRESIDING  OFFICER.  With¬ 
out  objection,  it  is  so  ordered. 

Mr.  MOSS.  Mr.  President,  the  basic 
problem  of  the  Great  Salt  Lake  stems 
from  the  geology  of  the  great  basin  area 
of  which  western  Utah  is  a  part.  The 
Great  Salt  Lake  lies  in  a  broad  shallow 
■basin  and  the  surrounding  land  is  flat. 
Thus  the  situation  is  much  like  that  of  a 
vast  flat  plain  which  is  periodically 
under  water.  During  wet  cycles,  such 
as  the  one  which  hopefully  we  are  be¬ 
ginning,  the  water  flows  out  over  the 
level  land,  inundating  thousands  of  acres 
with  each  rise  of  a  few  inches  of  water. 
During  dry  cycles,  the  lake  drops,  ex¬ 
posing  equally  large  areas  of  mudflats. 

For  a  long  period  of  time  the  fluctua¬ 
tions  of  this  dead  sea  were  of  interest 
'only  to  academicians  and  local  resi¬ 
dents.  But  recently  the  extremely  saline 
brines  of  the  lake  have  been  discovered 
as  a  rich  source  of  magnesium  and  other 
minerals.  To  develop  these  minerals 
large  evaporation  ponds  are  necessary 
'hich  will  make  use  of  the  heretofore 
..  jrthless  mudflats.  It  was  at  this  point 
that  a  problem  arose.  The  companies 
wishing  to  evaporate  the  brines  needed 
a  cleak  lease  to  the  mudflats  before  they 
could  start  developing  this  new  indus¬ 
try.  The.  State,  which  owns  the/lake, 
since  it  was  navigable  at  statehood,  had 
always  assuteed  these  lands  belonged  to 
it.  The  Federal  Government' had  also 
assumed  the  State  owned  /hese  lands 
and  had  even  bteight  a  portion  of  the 
lands  to  use  for  \  wildlife  refuge.  In 
1961  the  Department  of' the  Interior  did 
an  about-face  and  inVsolicitor’s  opinion 
decided  that  these  yfrere  Federal  lands 
under  the  commoi*  law  ^doctrine  of .  ac¬ 
cretion  and  reliction  adjacent  to  naviga¬ 
ble  waters.  Sitffce  the  lands  around  the 
lake  are  largjfly  public  donisrin,  as  the 
lake  receded'  the  exposed  lairds  would, 
under  thi /  theory,  become  puVjlic  do¬ 
main.  Then  as  the  lake  rose  thhriands 
would  inagically  become  State  property 
again/as  the  water  edged  over  tn^m. 
The/State  disputes  that  the  doctrine \f 
rejection  has  any  relevance  in  a  situa 
jn  of  fluctuating  waters  such  as  this. 
This  dispute  is  obviously  a  legal  ques¬ 
tion.  But  until  some  adjustment  is 
made,  no  clear  lease  can  be  given  to  this 
land  and  a  new  industry,  which  will 
benefit  both  the  State  and  the  Nation,  is 
(stymied.  This  compromise  bill  seeks 
to  solve  that  problem  by  allowing  the 
State  to  administer  these  lands  as  it  has 
done  since  statehood,  but  now  as  a 
trustee.  The  legal  dispute  will  be  solved 
either  by  negotiation  between  the  Sec¬ 
retary  of  Interior  and  the  State  of  Utah, 
or  at  the  option  of  the  State,  the  Su¬ 
preme  Court  will  settle  the  problem. 

It  should  be  made  perfectly  clear,  Mr. 
President,  that  Congress  is  not  passing 
judgment  on  the  legal  claim  of  the 
United  States  or  the  State  of  Utah.  The 
Justice  Department  and  the  Interior  De¬ 
partment  feel  that  under  one  legal  doc¬ 
trine  they  can  claim  this  land.  The 
State  of  Utah  feels  that  the  doctrine 
proposed  by  these  Departments  has  no 
validity  with  respect  to  the  Great  Salt 
Lake.  Congress  has  made  provision  in 
the  bill  for  a  negotiated  settlement  to  be 
worked  out  between  the  interested  par¬ 


ties.  This  has  necessarily  involved  set¬ 
ting  standards  of  payment  by  the  party 
getting  possession  of  the  disputed  lar 
This  should  not  be  interpreted  as  in  ahy 
way  declaring  the  claims  of  the  U/fited 
States  to  these  lands  are  valid.  /These 
provisions  are  merely  a  methods  of  en¬ 
abling  the  parties  to  avoid  the  expense 
and  delay  of  a  suit  before  thfe  Supreme 
Court,  nothing  more.  / 

There  are  some  consecrations  that 
are  assumed  by  the  conferees,  however, 
that  are  not  spelled  ouj/in  the  bill.  The 
first  of  these  is  the  right  of  the  State  to 
use  their  right  to  sections  numbered  2, 
16,  32,  and  36  in'  these  lands,  the  so- 
called  school  sections,  as  a  value  to  be 
traded  off  in  ariy  fair  market  value  type 
exchange.  It  is  understood  that  the 
State  owns/  the  school  sections  even 
under  the/theory  of  Interior,  so  in  re¬ 
serving  ^mineral  rights  to  the  United 
States/as  we  did  in  the  bill,  we  could  not 
include  the  minerals  under  these  school 
sections.  The  time-honored  right  of  the 
State  to  that  part  of  the  public  domain 

not  impaired.  I  am  sure  that  it  will 
be  to  the  benefit  of  both  Utah  and  the 
United  States  to  transfer  all  mineral 
rights  to  one  government  or  the  other  for 
administrative  convenience.  We  en¬ 
vision  a  trade  of  this  kind  occurring  in 
case  a  fair  market  value  exchange  de¬ 
velops. 

Another  provision  deleted  from  the 
final  bill  in  the  interests  of  simplification 
and  freedom  of  negotiations  was  the  one 
directing  that  the  State’s  ownership  of 
the  waters  of  the  lake  be  considered  in 
valuing  the  otherwise  almost  worthless 
mudflats.  The  purpose  of  this  provision 
was  to  make  clear  that  the  mudflats  in 
dispute  are  not  to  be  assigned  a  high 
value  because  of  their  use  in  connection 
with  a  resource,  the  brines  of  the  lake, 
solely  owned  by  the  State.  The  lands 
are  valuable  to  the  owner  of  the  waters 
of  the  lake,  but  they  are  practically 
worthless  to  anyone  else.  Since  only 
small  sections  of  these  disputed  lands 
will  be  used  for  evaporation  ponds,  the 
value  of  these  vast  mudflats  should  not 
be  valued  as  if  all  were  to  be  used  for 
'this  purpose,  nor  indeed  should  the  value 
bk,  inflated  because  of  potential  use. 

The  most  obvious  fact  about  this  bill, 
Mr.  president,  is  that  it  was  designed  to 
solve  use  fluctuating  boundary  line  prob¬ 
lem  caused  by  the  rise  and  fall  of  the 
Great  Sait  Lake  but  this  bill  does  not 
solve  thisNdifficulty.  I  should  say  it 
solves  only\one-half  of  the  problem. 
Under  the  bilhbefore  the  Senate,  all  sur¬ 
face  rights  to  lands  below  the  meander 
line — the  boundary  fixed  in  the  bill — 
will  pass  to  the  State,  but  there  will  be  a 
reservation  of  minerals  in  the  Govern¬ 
ment  of  the  Unirad  States — except 
school  sections.  Since\he  State  of  Utah 
owns  the  waters  of  the  lake  and  the  bed 
and  subsoil  beneath  theseNvaters,  as  the 
waters  rise  or  fall,  there  \rill  result  a 
change  of  ownership  in  the  mineral 
estate,  assuming  that  the  Uni«;d  States 
is  held  or  admitted  to  be  fee  owner  of 
the  relicted  lands.  \ 

Under  earlier  drafts  of  this  bill  whhad 
considered  requiring  a  survey  of  \he 
waterline  of  the  lake  as  of  the  date  ^ 
enactment.  This  could  then  have  beer 
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the’  boundary  for  the  mineral  interests 
reserved  to  the  United  States.  We  elim¬ 
inated'  this  provision  in  the  hope  that  it 
would  fipt  be  necessary.  A  survey  of 
the  wateHine  was  estimated  to  cost  in 
the  neighborhood  of  half  a  million  dol¬ 
lars.  It  was  in  the  hope  that  a  final 
settlement  will  render  this  boundary 
question  moot  that  we  eliminated  this 
provision.  \ 

Specifically,  we  envision  that  the  min¬ 
eral  rights  underneath  the  waters  of  the 
lake,  which  the  State,  owns,  can  be  ex¬ 
changed  for  the  surface  rights  of  the 
relicted  lands — if  these  We  held  to  be¬ 
long  to  the  Federal  Government.  This 
will  solve  the  boundary  problem.  All 
surface  rights  below  the  meander  line 
would  then  belong  to  the  State  and  all 
the  subsurface  mineral  rights  would  then 
belong  to  the  Federal  Government  Thus 
the  fluctuations  of  the  waters  of  thV lake 
would  no  longer  affect  either  title.  NWe 
eliminated  from  the  bill  any  wording 
compelling  the  parties  to  exchange  mim 
eral  for  surface  rights,  but  unless  this’ 
course  is  adopted,  an  expensive  survey 
will  still  have  to  be  authorized  later  in 
order  to  have  some  boundary  line  for 
the  mineral  estate. 

If  there  is  no  boundary  fine  then  the 
mineral  reservation,  so  carefully  pre¬ 
served  to  the  United  States  at  the  in¬ 
sistence  of  the  Justice  Department,  will 
be  practically  worthless  since  no  one  will 
accept  a  lease  that  reads  “valid  only 
until  the  land  is  inundated  by  rising 
waters.”  It  is  to  make  perfectly  clear 
that  the  conferees  are  aware  that  we 
have  solved  only  half  of  the  problem  that 
I  am  making  this  detailed  statement. 
The  solution  is  as  I  have  just  expounded. 
If  the  United  States  has  any  interest  in 
these  disputed  lands,  then  there  must 
be  a  trade  of  mineral  interests  for  sur¬ 
face  rights  in  order  to  solve  the  fluctu¬ 
ating  boundary.  If  not,  then  sometime 
in  the  future  there  must  be  new  legisla¬ 
tion,  authorizing  a  survey  and  desig¬ 
nating  this  new  survey  as  the  boundary 
between  the  respective  mineral  estates. 

This  has  been  a  very  laborious  and 
taxing  dispute  for  both  Houses  of  Con¬ 
gress.  It  has  taken  a  much  larger  ex¬ 
penditure  of  effort  than  any  of  us 
thought  would  be  necessary.  Hopeful^ 
ly,  it  will  be  the  beginning  of  new  ii 
dustry  on  the  shores  of  this  lake  with 
new  jobs  and  new  revenues  to  blister 
our  economy. 

I  think  it  is  most  important /hat  the 
negotiation  and  transfer  of  lana  author¬ 
ized  in  this  bill  take  place  hr  a  spirit  of 
cooperation  and  fairness.  /We  have  re¬ 
quired  the  State  of  Utah  to  pay  fair  mar¬ 
ket  value  for  the  Federal  interests  in 
the  relicted  lands  whether  negotiated  or 
declared  by  the  Supreme  Court.  But  the 
words  “fan  market/value”  are  a  relative 
term  and  an  extremely  vague  standard 
for  land  that  h/s  rarely  been  traded  on 
the  open  marltet.  The  values  determined 
for  the  disputed  land  will  necessarily  be 
based  on  subjective,  not  objective  consid¬ 
erations.  An  view  of  this,  I  would  warn 
that  either  party  to  the  negotiations,  by 
being /obdurate  or  unrealistic,  could 
frustrate  the  congressional  intent.  I 
thtek  it  most  important  that  both  sides 
consider  the  common  problem,  their 


common  purpose  to  administer  the  lands 
for  the  benefit  of  the  people,  and  their 
mandate  from  this  body.  If  this  is  done, 
I  am  sure  that  further  legislation  will 
not  be  needed.  Instead,  this  most  per¬ 
plexing  problem  will  become  an  exam¬ 
ple  of  the  ability  of  the  State  and  Na¬ 
tional  Government  to  work  together  in 
our  federal  system. 

Mr.  JACKSON.  Mr.  President,  the  re¬ 
port  of  the  Conferees  on  S.  265,  the  Great 
Salt  Lake  Relicted  Lands  bill,  is  a  true 
compromise  between  the  differing  ver¬ 
sions  of  the  two  Houses. 

The  Members  of  the  Senate  will  recall 
that  the  subject  of  this  measure  is  the 
title  to  and  development  of  several  hun¬ 
dred  thousand  acres  of  land  which  once 
were  beneath  the  waters  of  the  Great 
Salt  Lake  but  which  now  are  upland  flats. 
These  lands  are  of  great  potential  value 
for  industrial  purposes  in  connection 
with  the  development  of  the  mineral  re¬ 
sources  of  the  lake,  for  waterfowl  habitat, 
and  for  other  recreational  purposes. 
With  respect  to  industrial  uses,  the  com- 
ittee  was  informed  that  there  has  been 
something  of  a  “break-through”  in  re¬ 
cent  years  with  respect  to  extraction  of 
magnesium,  lithium,  potash,  and  othbr 
minerals  in  the  brines.  Such  develop¬ 
ment,  however,  requires  the  use  of  large 
areas  of  land  relatively  near  the  ivaters. 

Both  tnh  State  and  Federal  yGovern- 
ments  claimed  title  to  they  relicted 
lands:  The  Stette  claimed  under  theory 
that  when  Utah  became  a  State  in  1896, 
ownership  of  thevbeds  of  an  inland  navi¬ 
gable  waters  within  /ts  boundaries 
passed  to  it. 

The  Federal  Gdvbrnment’s  claim, 
which  was  firmly  asx/nsed  by  the  Depart¬ 
ment  of  Justice,  tl/e  Department  of  the 
Interior,  and  a \y  other 'administrative 
agencies,  was  based  on  thetime-honored 
common  law  theory  of  reliction — that  as 
the  undisputed  owner  of  the  uplands,  the 
lands  addea  by  recession  of  the  waters 
became  the  property  of  the  \ipland 
owner,  in  this  case  the  Federal  Govern¬ 
ment/ This  theory  has  been  upheld  in 
v  the  federal  courts. 

re  applicability  of  this  long-estat 
lj/hed  common  law  principle  to  situ-1 
tions  similar  to  that  of  the  Great  Salt 
Lake  lands  was  upheld  as  recently  as 
1961  by  the  Ninth  Circuit  Court  of  Ap¬ 
peals  in  the  case  of  United  States  against 
State  of  Washington  by  a  decision  which 
the  Supreme  Court  of  the  United  States 
refused  to  upset. 

The  Senate  Interior  Committee,  after 
long  and  careful  study,  amended  S.  265 
to  conform  to  the  position  of  the  Circuit 
and  Supreme  Courts,  and  that  of  the  De¬ 
partment  of  Justice  and  other  agencies, 
by  recognizing  Federal  ownership  of  the 
lands  but  authorizing  their  sale  to  the 
State  at  fair  market  value.  The  minerals 
in  these  lands,  necessarily  being  of  un¬ 
known  and  indeterminable  value,  were 
reserved  to  the  United  States.  Since  the 
committee  was  informed  by  the  Gover¬ 
nor  of  Utah  and  other  State  officials  that 
there  was  an  urgent  need  for  prompt 
action,  we  provided  for  immediate  trans¬ 
fer  of  title  to  the  State,  so  that  develop¬ 
ment  could  begin,  and  with  the  amount 
and  manner  of  compensation  to  be 
worked  out  later. 


The  House  version  left  the  question  of/ 
title  to  the  relicted  lands  open  to  judicia 
determination  by  directing  the  Attorney 
General  of  the  United  States  to  institute 
a  suit  in  a  court  of  competent  jurisdic¬ 
tion.  Possession  would  have  parsed  to 
the  State  only  after  fulfillment  of  cer¬ 
tain  conditions  precedent.  Off  and  gas 
rights,  rather  than  all  mineral  rights, 
in  whatever  lands  were  determined  to 
belong  to  the  United  Stages  would  have 
been  reserved. 

The  report  of  the  conferees  combines 
the  best  features  of/ooth  of  these  ver¬ 
sions.  That  is,  the/Secretary  of  the  In¬ 
terior  is  directed /to  convey  title  to  the 
relicted  lands  to  the  State,  such  title 
being  subject  to  fulfillment  of  conditions 
subsequent.  .The  State  then  has  a  choice 
of  two  alternative  courses  of  action :  One 
is  to  have/the  Secretary  of  the  Interior 
determine  the  amount  and  manner  of 
compensation  as  of  the  date  of  comple¬ 
tion  A f  the  survey,  thus  bringing  to  a 
speedy  end  the  entire  controversy.  The 
other  is  to  institute  an  action  in  the  Su- 
•eme  Court  of  the  United  States  to  ob¬ 
tain  judicial  determination  of  the  pres¬ 
ent  right,  title,  and  interest  of  the  United 
States.  After  completion  of  the  Court 
action,  the  Secretary  then  will  determine 
fair  market  value  as  of  the  time  of  the 
Court’s  decision. 

Thus,  it  well  could  be  that  if  the  State 
elected  to  go  to  the  Supreme  Court  on 
the  question  of  title,  and  the  Court  af¬ 
firms  the  legal  position  of  the  United 
States,  the  price  Utah  would  have  to  pay 
for  the  lands  might  be  substantially 
higher.  This  would  result  because  at 
that  point  in  time  the  values  received  by 
the  State  will  probably  be  much  greater. 
All  of  the  minerals  in  the  relicted  lands 
are  reserved  to  the  Federal  Government 
and  are  withdrawn  from  development 
under  the  mining  laws,  except  those  in 
solution  in  the  brines  or  precipitated  or 
extracted  from  brines,  all  of  which  are 
conveyed  to  the  State  for  their  fair  mar¬ 
ket  value. 

Thus,  Mr.  President,  it  will  be  seen 
that  the  measure  reported  by  the  con¬ 
ferees  is  a  true  compromise.  Under  it, 
the  State  of  Utah  can  proceed  immedi¬ 
ately  to  issue  leases  and  permits  for  the 
iKdustrial  development  of  the  lands  and 
th\  minerals  in  the  waters  of  the  Great 
SalNUake.  At  the  same  time,  the  in¬ 
terest  of  the  Federal  Government  are 
fully  protected,  as  are  whatever  private 
rights  th^re  may  be  in  the  lands.  The 
State  has\  free  and  full  choice  with  re¬ 
spect  to  having  the  Supreme  Court  de¬ 
cide  the  titlX  question,  or  of  laying  at 
rest  the  controversy  promptly. 

I  ask  unanimous  consent  that  a  sec- 
tion-by-section  analysis  of  the  confer¬ 
ence  report  be  insXded  at  this  point  as 
a  part  of  my  remarks^ 

Section-by -Section  Analysis  op  Conferees 
Report  on  N  265 

Section  1  directs  the  completion  of  the 
public  land  survey,  begun  inSl855  and  con¬ 
tinued  intermittently,  aroundVthe  lake  by 
closing  the  present  meander  rine-  Thus, 
there  will  be  no  question  as  toXuist  what 
lands  are  sold  and  conveyed  to  the  TEtate. 

Section  2  directs  the  Secretary  ofvhe  In¬ 
terior  to  quitclaim  to  the  State  the  lanqs  be¬ 
low  the  meander  line  as  soon  as  it  is  clWsed 
in  accordance  with  section  1  and  the  St^e 
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agfees  to  assume  responsibility  for  adminis¬ 
tration  as  a  trustee  of  the  lands  until  com¬ 
pensation  is  determined.  A  proviso  specifi¬ 
cally  protect  existing  private  rights,  if  any, 
in  the  nuids,  and  exempts  the  lands  in  the 
Weber  B;5in  Federal  reclamation  project  and 
the  Bear  River  Migratory  Bird  Refuge. 

Section  3  directs  reservation  to  the  Federal 
government  o^,  all  minerals  in  the  conveyed 
lands,  except  t\ose  in  brines  or  precipiated 
or  extracted  frofh  brines.  The  minerals  so 
reserved  are  withdrawn  from  appropriation 
under  the  mining  ihws,  but  at  the  discretion 
of  the  Secretary  theNieposits  may  be  devel¬ 
oped  under  the  mineral,  leasing  laws.  A  pro¬ 
viso  makes  State  use  ofNHae  lands  the  domi¬ 
nant  use.  \ 

Section  4  provides  that  \s  a  condition  of 
the  conveyance  of  the  landh  below  the  me¬ 
ander  line,  the  State  in  its  turn  shall  quit¬ 
claim  to  the  Federal  government  its  inter¬ 
ests  in  the  lands  above  or  upland  from  the 
meander  line.  These  interests  Vre  those 
based  on  the  fact  that  such  lands  might 
at  one  time  have  been  covered  by  the  wa¬ 
ters  of  the  lake,  or  that  they  may  be  s\>  cov¬ 
ered  sometime  in  the  future.  A  secondWo- 
vision  requires  that  the  State  agree  to  pay 
the  fair  market  value  of  the  lands  conveye«h 
including  the  minerals  in  the  brines  or  pre^ 
cipitated  or  extracted  from  the  brines.  In 
lieu  of  money  alone,  the  Secretary  may  ac¬ 
cept  as  payment  or  part  payment  property 
or  rights  to  property  of  the  State,  including 
mineral  rights,  and  the  relinquishment  of 
the  State’s  right  to  select  certain  public 
lands. 

Section  5  confers  on  the  State  the  choice, 
to  be  made  within  9  months  of  enactment, -of 
alternative  actions  with  respect  to  settle¬ 
ment  of  the  amount  of  compensation.  First, 
it  may  request  the  Secretary  to  determine 
the  fair  market  value  of  the  lands  and 
minerals  conveyed  as  of  the  date  of  com¬ 
pletion  of  the  survey. 

Or,  as  an  alternative,  the  State  may  initiate 
an  action  in  the  Supreme  Court  of  the 
United  States  for  a  judicial  determination 
of  the  extent  of  the  Federal  government’s 
rights,  title  and  interest  in  the  lands  con¬ 
veyed.  Consent  to  joinder  of  the  United 
States  as  a  defendant  in  such  an  action  is 
expressly  given. 

Within  two  years  of  the  completion  of  the 
court  action,  the  Secretary  shall  determine 
the  fair  market  value  of  the  lands  and  min¬ 
erals  conveyed  which  are  found  to  have  been 
owned  by  the  United  States  prior  to  the 
conveyance.  The  values  shall  be  determined 
as  of  the  date  of  the  Court’s  decision,  rather 
than  at  the  time  of  the  closing  of  the  me¬ 
ander  line,  as  provided  by  the  first  alter  • 

native.  / 

Failure  of  the  State  to  elect  one  of/the 
foregoing  two  alternative  actions  within/nine 
months  of  the  date  of  enactment  wjn  nul¬ 
lify  the  conveyance.  Under  the  fipt  alter¬ 
native,  the  Secretary  must  transmit  his  find¬ 
ings  as  to  fair  market  value  within  two  years 
after  the  request,  and  the  StaJ/e  must  make 
payment  within  two  years  aftjer  receiving  the 
determination.  / 

Under  the  second  alternative  also  the  State 
must  make  payment  with  in  two  years  of  re¬ 
ceiving  the  Secretary’s/determination,  based 
on  the  Supreme  Court's  decision. 

Section  6  authorizes  the  State  to  issue 
leases,  permits  on/licenses  for  utilization  of 
the  conveyed  lands  and  resources  immedi¬ 
ately  after  it  agrees  to  assume  the  obligation 
to  administei/the  lands  as  a  trustee,  pending 
settlement j 61  the  amount  and  manner  of  the 
compensation  to  be  paid  to  the  Federal  gov¬ 
ernment:  Revenues  received  by  the  State 
from  such  development  shall  be  paid  to  the 
United  States  for  the  credit  of  the  State, 
unl/fl  the  full  amount  of  the  compensation 
been  paid.  In  the  event  the  State  adopts 
tie  second  alternative  and  the  Supreme 


Court  finds  the  United  States  had  no  prop¬ 
erty  rights  in  the  lands  conveyed,  then  such 
revenues  shall  be  returned  to  the  State  with¬ 
out  interest. 

The  second  paragraph  of  section  6  provides 
that  if  the  conveyance  becomes  null  and 
void  for  any  reason,  then  the  leases,  licenses 
or  permits  issued  by  the  State  under  the  au¬ 
thority  of  this  section  shall  be  deemed  in¬ 
struments  issued  by  the  Federal  government 
and  shall  be  administered  by  the  Secretary 
in  accordance  with  their  terms. 


Mr.  BENNETT.  Mr.  President,  as  the 
original  sponsor  of  the  Great  Salt  Lake 
Shoreline  legislation  in  the  87th  Con¬ 
gress,  I  am  much  pleased  to  see  that  this 
long  controversy  is  about  to  be  resolved. 

I  recommend  that  the  Senate  adopt  the 
Senate-House  conference  report  as 
quickly  as  possible  so  that  the  bill  can  be 
prepared  for  the  President’s  signature. 

Now  that  this  longstanding  conflict  is 
about  to  be  resolved,  the  State  of  Utah 
will  be  able  to  move  ahead  and  plan  for 
the  early  development  of  hitherto  un¬ 
tapped  natural  resources  around  and  in 
Great  Salt  Lake.  One  provision  in  the 
conference  report  calls  for  action  by  the 
Utah  State  Legislature,  and  I  am  pleased 
tb  report  that  as  soon  as  this  bill  become; 
laW  the  legislature,  which  is  currently/ln 
special  session,  can  dispose  of  the/bill 
quickly  itself. 

I  am\also  pleased  to  see  that  tjrfe  Sen- 
ate-Homse  conferees  generally  have 
agreed  that  Utah’s  claim  to/the  lands 
around  theSlake  will  be  protected  as  will 
the  rights  ol  the  Federa}/ Government 
and  of  the  private  individuals  or  groups 
who  own  land  around  the  lake. 

The  conference  committee  has  rec¬ 
ommended  an  ameWIment  in  the  nature 
of  a  substitute  foAthe  House  amend¬ 
ment  to  the  Senate  bin.  The  substitute 
contains  features  from\both  the  Senate 
and  the  Housjz  versions  and  provides  for 
conveyance/to  the  State  of  Utah  of  the 
interests  oa  the  United  States  in  relicted 
lands  surrounding  Great  SalvLake  below 
the  established  meander  line*,  for  the 
surveys  necessary  to  close  the  lina.  for  the 
protection  of  valid  existing  rights  in 
tblrd  parties,  for  the  United  States  sore-  T 
in  ownership  of  lands  it  now  Irqlds  J 
within  the  Bear  River  Migratory  BVd 
Refuge  and  the  Weber  Basin  Federal  red 
lamation  project,  for  payment  by  the 
State  to  the  United  States  in  cash  or 
equivalent  of  the  fair  market  value  of  the 
interests  transferred  to  it  by  the  United 
States,  for  the  State  to  manage  the  lands 
pending  final  resolution  of  questions  of 
ownership  or  compensation,  and  for  the 
State  to  relinquish  any  claim  to  lands 
lying  above  the  meander  line  which  may 
heretofore  or  may  hereafter  become  sub¬ 
merged  by  the  water  in  the  lake. 

Mr.  President,  the  conference  commit¬ 
tee  has  solved  the  differences  between 
the  two  versions  by  requiring  the  State 
of  Utah  to  elect  whether  to  pay  the  fair 
market  value  of  the  land  transferred  to 
it  or  to  institute  suit  in  the  Supreme 
Court  to  test  the  United  States  claim  of 
title. 

This  election  must  be  made  within  9 
months  after  the  Secretary  of  Interior 
completes  the  closing  of  the  meander 
line. 

In  addition,  the  conference  report  pro¬ 


vides  that  if  the  State  elects  to  pay  fair 
market  value,  the  Secretary  of  Interior/ 
shall  determine  that  value  as  of  the 
of  the  completed  survey.  If  the  St/te 
elects  to  sue  and  the  judgment  is  in 
favor  of  the  United  States,  the  State  will 
be  bound  to  pay  the  fair  market  value 
as  of  the  date  of  judgment  as  determined 
by  the  Secretary.  If  payment  is  not 
made  within  2  years  after  receipt  of  the 
Secretary’s  determinatioiy  the  convey¬ 
ance  becomes  null  and  vc 

The  bill  also  provides  that  the  con¬ 
veyance  shall  reserve  to  the  United 
States  all  minerals/"  except  brines  and 
minerals  in  solution  in  the  brines  or  pre¬ 
cipitated  or  extracted  therefrom.”  The 
value  of  the  latter  will  be  a  part  of  the 
total  fair  nwket  value  to  be  paid  by 
the  State.  / The  mineral  reservation  ex¬ 
tends  to  jjwhatever  Federal  lands  there 
may  be, /below  the  meander  line  of  the 
Great  ,Salt  Lake.” 

Met  President,  legislation  is  nothing 
more  than  compromise,  and  it  is  my 
feeling  that  the  compromise  we  have  be- 
ore  us  today  will  resolve  the  long¬ 
standing  question  of  who  owns  the  land. 
Before  the  passage  of  this  bill  and  be¬ 
cause  of  the  nature  of  the  lake  it  was 
conceivable  that  a  firm  on  the  shores  of 
the  lake  “would  find  itself  one  day  under 
jurisdiction  of  the  Federal  Government 
and  the  next  under  jurisdiction  of  the 
State  government  as  far  as  the  land  is 
concerned. 

I  recommend  the  early  adoption  of  the 
conference  report,  so  that  the  State  and 
the  Federal  Government  can  begin  to 
receive  the  benefits  for  the  potential  in¬ 
dustry  that  is  there. 

Mr.  MOSS.  Mr.  President,  I  move 
that  the  conference  report  be  agreed  to. 

The  conference  report  was  agreed  to. 

Mr.  MOSS.  Mr.  President,  I  move 
that  the  vote  by  which  the  conference 
report  was  agreed  to  be  reconsidered. 

Mr.  KUCHEL.  Mr.  President,  I  move 
to  lay  that  motion  on  the  table. 

The  motion  to  lay  on  the  table  was 
agreed  to. 


Mr.  WILLIAMS  of  Delaware.  Mr. 
President,  I  understand  there  will  be 
nothing  further  during  the  day  in  con¬ 
nection  with  the  conference  report  which 
deals  with  the  sale  of  about  $11  billion 
worth  of  Government  assets. 

I  think  that  the  Senate  made  a  wise 
decision  to  postpone  this  matter  until 
Monday  in  order  that  Senators  may  ex¬ 
amine  the  bill  and  vote  more  intelligently. 

There  may  not  be  too  much  difference 
between  the  two  versions  of  the  bill,  but 
we  cannot  escape  the  fact  that  this  rep¬ 
resents  a  major  change  of  Government 
policy  in  financing  its  expenditures.  The 
proposal  involves  the  authorization  of  the 
sale  of  about  $11  billion  of  our  assets,  the 
proceeds  of  which  can  be  used  to  defray 
regular  operating  expenses  of  the  Gov¬ 
ernment  and  thereby  reduce  the  amount 
of  the  deficit  as  will  be  reported  by  the 
Government. 

There  are  some  of  us  who  feel  strongly 
that  this  is  a  deceitful  method  of  financ¬ 
ing  and  that  it  does  not  tell  the  American 
people  the  truth  in  regard  to  the  cost  of 
these  Great  Society  programs. 
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For  that  reason  we  strongly  object  to 
any  effort  to  steamroller  this  bill  through 
without  Senators  having  had  an  oppor¬ 
tunity  to  read  it. 

I  am  not  unmindful  of  the  fact  that 
this  legislation  as  first  presented  called 
for  an  authority  to  sell  $33  billion  of 
assets. 

(At  this  point  Mr.  Byrd  of  West  Vir¬ 
ginia  took  the  chair  as  Presiding  Of¬ 
ficer.) 

Mr.  WILLIAMS  of  Delaware.  The 
Senate  held  but  2  days  of  hearings  on  the 
bill,  which  deals  with  a  $33  billion  au¬ 
thorization;  but,  what  is  worse,  the  Rec¬ 
ord  shows  that  the  first  day’s  hearings 
were  held  before  the  bill  had  even  been 
introduced.  The  second  day’s  hearings 
were  finished  before  the  bill  had  re¬ 
turned  from  the  printer.  It  was  reported 
the  same  day,  and  on  the  very  next  day 
it  was  made  the  pending  business  before 
the  Senate. 

There  has  been  an  unusual  rush  to 
have  this  bill  passed  ever  since  it  was 
first  discovered  by  the  White  House  that 
this  might  be  a  convenient  method  to 
make  it  look  like  they  are  balancing  the 
budget.  Had  it  passed  as  it  was  origi¬ 
nally  introduced,  the  Government  could 
have  spent,  for  the  next  3  years,  $10  bil¬ 
lion  a  year  more  than  it  is  taking  in, 
while  still  reporting  a  balanced  budget. 
This  is  deceitful. 

Under  the  bill  in  its  modified  form, 
which  is  $20  billion  lower  than  the  orig¬ 
inal  request,  the  administration  can 
spend  between  $10  billion  and  $11  bil¬ 
lion  next  year  more  than  it  will  be  taking 
in  and  still  deceive  the  American  people 
by  telling  them  they  have  a  balanced 
budget.  The  President,  in  his  message 
to  Congress,  advocated  truth  in  lending 
and  truth  in  packaging;  I  strongly  sug¬ 
gest  that  the  White  House  lend  its  sup¬ 
port  to  a  policy  of  truth  in  Government. 

Mr.  BENNETT.  Mr.  President,  the 
Senate  has  been  discussing  House  action 
on  S.  3283.  For  the  Record,  I  should  like 
to  report  that  under  today’s  date  I  re¬ 
ceived  a  communication  from  Joseph  W. 
Barr,  Under  Secretary  of  the  Treasury, t 
with  respect  to  an  amendment  which  i' 
offered,  which  was  accepted  and  made  a 


part  of  the  bill  when  the  Senate  passed 
it,  but  was  omitted  by  the  House. 

Let  me  read  Mr.  Barr’s  letter : 

Dear  Senator  Bennett:  Tlie  asset  sales 
bill  as  passed  by  the  House  omitted  your 
amendment  to  section  8  which  would  have 
required  the  Secretary  of  the  Treasury  to 
make  an  annual  report  to  the  Congress  re¬ 
garding  loans  held  by  Federal  agencies,  par¬ 
ticipation  sales  and  the  effect  of  participa¬ 
tion  sales  on  the  deficit  or  surplus  in  the 
administrative  budget. 

Let  me  assure  you  that  the  Treasury  De¬ 
partment  will  make  such  a  report  on  a  vol¬ 
untary  basis  in  accordance  with  the  intent 
of  your  amendment.  Treasury  staff  will  be 
available  to  your  staff  at  any  time  to  work 
out  the  details  and  timing  of  the  report  pro¬ 
cedure. 

Since  the  bill  has  now  gone  over  until 
Monday  for  action,  I  though  I  had  bet¬ 
ter  get  this  statement  in  today’s  Record, 
in  the  off  chance  that  I  might  not  be 
available  on  the  floor  during  the  limited 
time  which  has  been  set  for  considera¬ 
tion  of  the  bill. 

I  thank  the  Senator  from  Nevada  for 
yielding  to  me  and  giving  me  the  oppor¬ 
tunity  to  make  this  statement. 

Mr.  BIBLE.  I  am  happy  to  oblige 
the  Senator  from  Utah. 


DEPARTMENT  OF  THE  INTERIOR 
AND  RELATED  AGENCIES  APpRO- 
PRIATION\  BILL,  1967— CONFER¬ 
ENCE  REPORT 

Mr.  BIBLE.  Mr.  President,  I  submit 
a  report  of  the  committee  pi  conference 
on  the  disagreeingVvotos  of  the  two 
Houses  on  the  amendments  of  the 
Senate  to  the  bill  GL&14215)  making 
appropriations  for  ime  'Department  of 
the  Interior  and  related  agencies  for  the 
fiscal  year  endinsr  June  30,  r967,  and  for 
other  purposes/  I  ask  unanimous  con¬ 
sent  for  the  present  consideration  of  the 
report. 

The  PRESIDING  OFFICER.  The  re¬ 
port  will/oe  read  for  the  information  of 
the  Senate. 

legislative  clerk  read  the  repori 
tYox  conference  report,  see  House  pro-N 
c/edings  of  May  17,  1966,  pp.  10314- 
f0315,  Congressional  Record.) 


The  PRESIDING  OFFICER.  Is  there 
objection  to  the  present  consideration 
of  the  report? 

There  being  no  objection,  the  Senate 
proceeded  to  consider  the  report. 

Mr.  BIBLE.  Mr.  President,  as  this 
bill  passed  the  Senate,  it  provided  A or 
appropriations  totaling  $1,329,755,0/0  for 
the  agencies  and  bureaus  of  the  Depart¬ 
ment  of  the  Interior,  exclusive  of  the 
Bureau  of  Reclamation  and  p/wer  mar¬ 
keting  agencies,  and  the  various  related 
agencies,  including  the  /U.S.  Forest 
Service. 

The  conference  committee  bill  provides 
appropriations  totaling  $1,321,615,800  for 
the  programs  and/ activities  of  these 
agencies.  This  tafcal  is  under  the  budget 
estimates  of  $L/40,260,500  by  $18,644,- 
700;  over  the  House  bill  of  $1,295,169,500 
by  $26,446,300;  and  under  the  Senate 
bill  of  $1,3/9,755,000  by  $8,139,200. 

I  ask  /unanimous  consent  to  have 
printed/n  the  Record,  at  the  conclusion 
of  myremarks,  a  tabulation  setting  out 
the  Appropriation  for  the  current  year, 
tli/  budget  estimate,  the  House  allow- 
ice,  the  Senate  allowance,  and  the  con¬ 
ference  allowance  for  each  appropriation 
in  the  bill. 

The  PRESIDING  OFFICER.  Without 
objection,  it  is  so  ordered. 

(See  exhibit  1.) 

Mr.  BIBLE.  Mr.  President,  the  House 
conferees  concurred  with  $9,500,000  of 
the  $10,300,000  budgeted  for  the  heavy 
metals  program  which  had  not  been  con¬ 
sidered  by  the  House  of  Representatives. 
The  House  also  concurred  in  the  Senate’s 
provision  of  funds  to  implement  the 
anadromous  fisheries  program  which  was 
authorized  by  law  approved  last  October. 

In  addition,  there  is  agreement  on  the 
$2  million  allowed  by  the  Senate  for  the 
National  Foundation  on  the  Humanities. 
Furthermore,  the  Senate’s  distribution  of 
the  Land  and  Water  Conservation  Act 
funds  has  been  accepted  by  the  House. 

The  conference  was  a  most  friendly, 
cooperative  meeting.  I  believe  that  the 
report  deals  very  fairly  with  the  actions 
'  md  views  of  both  branches  of  the  Con¬ 
fess. 


Exhibit  1 

Interior  Dep/iinient  and  related  agencies  appropriations  bill,  1967  (H:R\4215) 


Item 


TITLE  I— DEPARTMENT  Off  THE  INTERIOR 
Public  Land  A^nagement 

BUREAU  OF  lyfD  MANAGEMENT 

Management  of  lands  ana  resources _ 

Construction  and  maintenance _ _ _ 

Public  lands  development  roads  and  trails  (liquidation 

of  contract  autho/zation) _ 

Oregon  and  California  grant  lands  ( indefinite  appropriation 

Range  improvpients  ( indefinite  appropriation  of  receipts) . . 

TotagBureau  of  Land  Management . . . 


Appropria¬ 
tions,  1966 

Budget  esti¬ 
mates,  1967 

Allowances 

\Conferenee  allowance  compared  with— 

House 

Senate 

Conference 

Budget 

estimate 

House 

allowance 

Senate 

allowance 

$50, 575, 000 
3, 150, 000 

2, 000, 000 

(16, 945, 000) 
(1, 346, 000) 

$48,755,000 
2, 900, 000 

2,000,000 

(9, 750, 000) 
(1,448,000) 

$48,755,000 
2, 900, 000 

2, 000, 000 

(9,  750, 000) 
(1,448,000) 

$48, 970, 000 
3,062,000 

2, 000, 000 

(9, 750, 000) 
(1, 448, 000) 

$48, 855, 000 
3, 032, 000 

2,000,000 

(9,  750,  000) 
(1,  448, 000) 

+$100, 000 
+132, 000 

+\oo,  000 

+132, 000 

-$115,000 
-30, 000 

56, 725, 000 

53, 655, 000 

53, 655, 000 

54,032,000 

53, 887, 000 

+232,000 

+232, 000 

\-145,000 
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HIGHLIGHTS:  Semite  concurred  in  House  participation  sales  bill.  Senate  received 

protocol  to  expend  international  wheat  agreement.  Senate  committee  voted  to  re* 
port  Federal  pay  bill. 


1.  PARTICIPATION  SALES.  By  a  50-20  vote,  concurred  in  the  House  version  of  S, 

3283,  the  participation  sales  bill.  This  bill  will  now  be  sent  to  the  Presi¬ 
dent.  The  bill  is  designed  to  provide  an  efficient  and  orderly  method  of  li¬ 
quidating  financial  assets  held  by  Federal  credit  agencies  and  to  carry  for¬ 
ward  the  objective  of  substituting  private  for  public  credit  in  funding  the 
loan  programs.  It  would  accomplish  this  by  enabling  these  agencies,  with  the 
approval  of  Congress,  to  enter  into  trust  agreements  with  the  Federal  National 
Mortgage  Association  whereby  that  Association  would  sell  participation  certi¬ 
ficates  based  on  a  pool  or  pools  of  Federal  credit  ageqpy  loans,  pp.  10653-60 


2 


?HEAT  AGREEMENT.  Received  from  the  President  a  protocol  for  extension  of  th? 
^ternational  Wheat  Agreement  for  1  year  from  July  31,  1966.  pp.  10616-7 


TOBACCO.  Sen.  Moss  criticized  the  USDA  film,  "The  World  of  Pleasure," 
warning  labels  are  needed  on  cigarettes  for  export,  p.  10628 


id  said 


SCHOOL  Mil 
bill  woul< 


Sen.  Proxmire  said  this  Department  admits  that  the  chi£d 
not  reach  a  majority  of  needy  children  with  free  milk.  / pp, 


nutrition 
10628-9 

SOIL  SURVEYS.  \  Passed  as  reported  S„  902,  to  require  this  Department  to  make 
available  soil\surveys  needed  by  States  and  other  public  agenoaes,  including 
community  development  districts,  for  guidance  in  community  p/anning  and  resourc 
development.  pp\l0631-3 

LAND  EXCHANGES.  Passed  without  amendment  S.  2264,  to  authorize  this  Department 
to  complete  authorized,  land  exchanges  if  the  lands  offered  to  the  U.  S.  are 
worth  at  least  two-thirds  of  the  value  of  the  Federal /lands  and  the  balance  is 
paid  in  cash  or  a  cash  deposit  or  performance  bond  Is  given  assuring  conveyance 
to  the  U.  S.  of  additionaI\acceptable  lands  for  th^/ balance  of  the  value, 
pp.  10633-4 


7.  FOREST  RECREATION.  Passed  without  amendment  H.  A.  10366,  to  establish  the  Mount 

Rogers  National  Recreation  Area\ Jefferson  National  Forest,  Va.  This  bill  will 

now  be  sent  to  the  President.  p\  10634  / 

8.  FARM  PRICES.  Sen.  Symington  said  food  price4  have  been  going  up  while  farm 

prices  have  been  going  down  and  thatVthe  National  Commission  on  Food  Marketing 
is  considering  this  situation,  pp.  l\643-4 

9.  FOREIGN  AID.  Sen,  Lausche  commended  Ijfdi'k  for  permitting  a  fertilizer  company 

to  make  an  investment  there,  pp.  1Q645-6 

10.  WATER  RESOURCES,  Sen.  Anderson  inserted  and^commended  an  address  by  Sen.  Jack- 


son,  "Water  and  the  Nation." 


10649-50 


11,  APPROPRIATIONS.  Passed  as  reported  H.  R.  14266,  \ he  Treasury,  Post  Office,  ar 
Executive  Office  appropriation  bill.  Senate  conferees  were  appointed. 

10660-3 


pp, 


12.  POPULATION.  Sen.  Gruenihg  commended  Federal  assistanc£\in  connection  with  popu 

lation  control,  pp.  ,£0663-7 

13.  PERSONNEL;  PAY.  Thy  Post  Office  and  Civil  Service  Committed*  voted  to  report 

(but  did  not  actu/lly  report)  with  amendments  H.  R.  14122,  the  Federal  pay 
bill.  As  approved  by  the  Senate  committee,  the  bill  provides\as  follows: 

"(1)  Provides  a  2.9-percent  increase  across  the  board,  effective  July  1, 
1966; 

"(2)  Retains  the  House-passed  one-step  increase  in  the  Government’s  contri¬ 
bution  to  high-option  health  insurance  by  10  percent; 

"(3)  Retains  the  provision  for  retirement  on  a  full  annuity  at  ag\  55  after 
30  years/ of  service,  or  at  age  60  after  20  years’  service; 

"(4/  Liberalizes  survivor  annuity  benefits  for  future  widows  of  Fede\al 
employees  and  children  of  deceased  Federal  employees; 

'Y\ 5)  Provides  a  10-percent  increase  in  the  annuities  of  widows  or  futu^fc 
widows  of  Federal  employees  who  died  or  retired  prior  to  October  11,  1962. 
lis  provision  was  adopted  in  lieu  of  the  House  provision  for  recomputation  <^l 
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Uganda,  I  have  seen  Africans  walking 
bardfoot  for  five  miles  on  Sunday,  to  attend 
church.  In  Bukoba,  Tanzania,  I  saw  a 
reverance  for  Laurian  Cardinal  Bugambwa 
that  ha\the  holy  mysticism  of  early  Chris¬ 
tian  fait: 

AfricansNthough  still  searching  for  guides 
in  the  material  and  political  sphere,  are 
strong  and  trikiscendent  in  the  areas  of  faith 
and  devotion.  Vrhey  are  aware  of  the  bril¬ 
liant  history  oK  Christianity  in  Africa  up 
until  the  7th  centViry  Moslem  invasion.  The 
same  spirit  that  cheated  St.  Augustine  and 
St.  Monica,  three  African  Popes  and  thou¬ 
sands  of  African  religious  hermits  in  the  pre- 
Islamic  days,  is  reborn  \nong  the  Christians 
of  modern  Africa. 

This  is  the  note  of  Nhope  for  Africa 
Though  the  political  aren^^eems  troubled, 
the  profundity  of  faith  anckdeep  spiritual 
dignity  to  be  found  there,  can  \c  an  inspira¬ 
tion  to  the  whole  world. 


CONCLUSION  OP  MORNIT 
BUSINESS 

The  PRESIDING  OFFICER.  Is  t\ere 
further  morning  business?  If  not,  mo 
ing  business  is  concluded. 

PARTICIPATION  SALES  ACT  OF  1966 

The  PRESIDING  OFFICER.  Under 
the  order  of  May  19,  1966,  the  Chair  lays 
before  the  Senate  the  unfinished  busi¬ 
ness,  which  will  be  stated  by  title  for  the 
information  of  the  Senate. 

The  Legislative  Clerk.  The  motion  to 
agree  to  the  amendment  of  the  House  of 
Representatives  to  the  bill  (S.  3283)  to 
promote  the  private  financing  of  credit 
needs  and  to  provide  for  an  efficient  and 
orderly  method  of  liquidating  financial 
assets  held  by  Federal  credit  agencies, 
and  for  other  purposes. 

The  PRESIDING  OFFICER.  Under 
the  unanimous-consent  agreement,  fur¬ 
ther  debate  shall  be  limited  to  1  hour, 
to  be  equally  divided  and  controlled  by 
the  Senator  from  Maine  [Mr.  Muskie] 
and  the  Senator  from  Delaware  [Mr. 
Williams!. 

Who  yields  time? 

Mr.  MUSKIE.  Mr.  President,  I  yield 
myself  2  minutes. 

The  PRESIDING  OFFICER.  The 
Chair  recognizes  the  Senator  from 
Maine. 

Mr.  MUSKIE.  The  motion  before  the 
Senate  is  to  accept  the  House  amend¬ 
ment  to  Senate  bill  S.  3283,  the  Participa¬ 
tion  Sales  Act  of  1966.  The  changes 
made  by  the  House,  as  I  explained  to  the 
Senate  on  May  19,  are  mainly  of  a  clari¬ 
fying  or  technical  nature.  It  may  be 
said  that  they  tighten  the  provisions  of 
the  bill  rather  than  broaden  it. 

There  are  three  principal  differences  of 
substance.  One  is  in  the  section  which 
specifies  the  departments  or  agencies 
which  may  establish  trusts  under  this 
act.  The  programs  under  the  Farmers 
Home  Administration  to  be  included  are 
described  more  precisely.  The  change 
also  specifies  certain  types  of  loans  on 
which  trusts  may  not  be  established,  even 
though  made  under  the  involved  pro¬ 
grams  of  the  Farmers  Home  Administra¬ 
tion.  These  include  specifically  housing 
for  the  elderly  and  nonfarm  recreational 
programs. 

The  second  substantive  change  re¬ 
quires  that  no  department  or  agency  list¬ 


ed  in  the  bill  may  sell  any  obligations 
except  as  provided  in  the  bill  or  as  ap¬ 
proved  by  the  Secretary  of  the  Treasury. 
This  provision  assures  effective  coordina¬ 
tion  of  all  asset  sales  by  the  various  de¬ 
partments  and  agencies  of  the  Govern¬ 
ment. 

The  third  change  is  omission  in  the 
House  version  of  a  definite  requirement 
for  an  annual  report  to  the  Congress  by 
the  Secretary  of  the  Treasury  as  to  oper¬ 
ations  under  the  bill.  On  this  matter 
Senator  Bennett,  sponsor  of  this  provi¬ 
sion  in  the  Senate  bill,  has  received  and 
put  into  the  Record  of  May  19,  a  letter 
from  Joseph  W.  Barr,  Under  Secretary  of 
the  Treasury,  giving  an  assurance  that 
the  Treasury  Department  will  in  practice 
make  such  a  report  on  a  voluntary  basis 
in  accordance  with  the  intent  of  the 
provision  included  in  the  Senate  version. 

Other  changes  made  in  the  House  ver¬ 
sion  were  of  a  clarifying  or  technical 
nature.  The  effect  of  some  of  them  relate 
to  authorizations  for  appropriations  and 
are  designed  to  avoid  the  implication 
that  they  might  be  interpreted  as  appro¬ 
priating  funds  in  violation  of  House 
rules. 

With  respect  to  the  second  substantive 
change  to  which  I  have  already  alluded, 
I  wish  to  make  a  further  clarifying 
comment. 

Section  6(b)  of  the  House  version  re¬ 
quires  the  approval  of  the  Secretary  of 
the  Treasury  after  June  30,  1966,  before 
assets  held  by  any  of  the  agencies  listed 
in  section  302(c)  of  the  Federal  National 
Mortgage  Association  Charter  Act  may 
be  sold  under  other  authority. 

This  section  does  not,  in  my  judgment, 
apply  to  the  insured  loan  programs,  of 
the  Farmers  Home  Administration  under 
the  Consolidated  Farmers  Home  Admin¬ 
istration  Act  of  1961  or  title  V  of  the 
Housing  Act  of  1949.  Certainly  it  was 
not  our  intention  that  it  should  in  any 
way  interfere  with  the  insured  loan  pro¬ 
gram  of  the  Farmers  Home  Administra¬ 
tion. 

These  programs  are  designed  to  replace 
the  direct  loan  programs  authorized  by 
these  acts,  to  the  extent  possible,  with 
private  credit  guaranteed  by  the  Secre¬ 
tary  of  Agriculture.  A  large  portion  of 
such  guaranteed  loans  are  held  by  banks 
in  the  community  where  property  is  lo¬ 
cated,  thus  creating  a  close  interest  be¬ 
tween  the  holder  of  the  insured  loan  and 
the  borrower. 

The  Director  of  the  Bureau  of  the 
Budget  has  assured  Representative  Poage 
that  no  obstacle  will  be  placed  in  the 
way  of  the  full  use  of  the  maximum  in¬ 
surance  authorization.  The  letter  con¬ 
taining  this  assurance  appears  on  pages 
10388-10389  of  the  Record  of  the  House 
proceedings  of  May  18,  1966. 

It  would  be  inconsistent  with  the  policy 
established  by  this  bill  and  general  ad¬ 
ministration  policy  on  substitution  of 
insured  loans  for  direct  loans  in  Federal 
credit  programs,  to  use  section  6(b)  as 
a  means  of  frustrating  the  operations  of 
the  Farmers  Home  Administration  in¬ 
sured  loan  programs. 

Mr.  President.  I  reserve  the  balance  of 
my  time. 

The  PRESIDING  OFFICER.  The 
Senator  from  Deleware  is  recognized. 
How  much  time  does  the  Senator  desire? 


Mr.  WILLIAMS  of  Delaware.  Five 
minutes. 

The  PRESIDING  OFFICER.  The 
Senator  from  Delaware  is  recognized 
for  5  minutes. 

Mr.  WILLIAMS  of  Delaware.  Mr. 
President,  first  I  wish  to  say  that  I 
agree  with  the  Senator  from  Maine  [Mr. 
Muskie]  that  the  provisions  of  the  bill 
as  passed  by  the  House  of  Representa¬ 
tives  are  substantially  the  same  as  those 
passed  by  the  Senate,  except  that  in  its 
amendments  the  House  did  spell  out 
more  clearly  the  Senate  amendments  re¬ 
ducing  the  authority  as  requested,  from 
$33  billion  down  to  $10.9  billion. 

I  am  not  debating  here  today  the 
merits  of  the  House  bill  compared  with 
the  Senate  bill  but  rather  the  principle 
in  both  bills  of  having  the  Government 
sell  a  part  of  its  assets  to  defray  normal 
operating  expenses  of  our  Government. 

This  procedure  is  merely  a  plot  to  con¬ 
ceal  the  true  size  of  our  deficit. 

I  know  of  no  better  way  to  point  out 
how  dangerous  and  misleading  this 
policy  is  and  how  it  can  be  abused  than 
to  call  attention  to  the  statement  re¬ 
leased  yesterday  by  the  Executive 
Branch,  wherein  the  President  an¬ 
nounced  that  the  deficit  for  this  fiscal 
year,  ending  June  30,  was  expected  to  be 
about  $2  billion  lower  than  the  previous 
estimate  of  $6.4  billion,  as  made  in  Jan¬ 
uary. 

It  was  intended  that  this  be  accepted 
throughout  the  country  as  a  great 
achievement  in  that  it  would  appear 
that  we  are  coming  closer  to  a  balanced 
budget.  In  reality  we  are  not.  The 
books  have  just  been  juggled  a  little. 

It  is  true,  as  the  President  pointed  out, 
that  our  revenues  have  increased,  but  at 
the  same  time  our  expenditures  have  in¬ 
creased  more.  The  deficit  is  not  going 
to  be  lower  on  June  30  than  was  planned 
in  January.  Quite  to  the  contrary.  The 
only  difference  is  that  they  have  sold 
around  $2.4  billion  of  assets,  more  than 
they  had  planned  to  sell  at  the  time  that 
the  President  made  his  speech  in  Janu¬ 
ary.  The  sale  of  these  assets  will  reduce 
the  amount  of  the  reported  deficit. 

Concealing  the  true  deficit  is  very  dan¬ 
gerous.  It  invites  more  inflation.  We 
are  not  going  to  cure  inflation  unless  we 
recognize  the  cause,  and  the  cause  is 
heavy  Government  spending  and  deficit 
financing. 

This  year’s  deficit,  instead  of  being  re¬ 
duced  to  $4  billion  as  the  President  now 
indicates,  is  still  going  to  be  around  $8 
billion  to  $9  billion  if  we  apply  the  spend¬ 
ing  to  normal  income. 

I  wish  to  call  attention  to  a  few  of 
the  items  that  have  been  used  here  to  re¬ 
duce  this  1966  deficit  to  $4  billion.  They 
expect  to  have  $1  billion  as  nonrecur¬ 
ring  profit  during  this  fiscal  year  by  re¬ 
ducing  the  silver  content  of  half  dollars 
and  quarters.  The  Treasury  will  make 
$2.5  billion,  $1  billion  of  this  profit  to  go 
into  this  fiscal  year  and  $iy2  billion  next 
year. 

About  2  months  ago  we  passed  a  bill 
accelerating  payment  of  corporate  taxes 
over  and  above  existing  law.  That  will 
bring  in  an  extra  $2.1  billion.  The 
Treasury  is  selling  $2.5  billion  more  in 
assets  than  was  planned  to  be  sold  at  the 
time  of  the  January  message  and  in  the 


10854 


CONGRESSIONAL  RECORD  —  SENATE 


May  23,  1966 


past  couple  weeks  the  Treasury  has  ad¬ 
vanced  the  payment  dates  for  withheld 
payroll  taxes.  This  latter  change  will 
give  them  an  extra  billion  this  year. 

If  we  eliminate  these  one-shot  gim¬ 
micks  and  if  we  figure  deficit  years  as 
we  have  always  figured  deficit  years  we 
are  going  to  have  a  deficit  for  fiscal  1966 
of  $9  billion. 

In  my  opinion  the  President  is  doing  a 
great  injustice  to  the  American  people 
when  he  tries  to  camouflage  the  true  def¬ 
icit  and  claims  that  he  has  solved  the 
fiscal  problems  of  this  Government  by 
selling  our  assets.  It  is  misleading  to 
permit  the  people  to  think  that  we  are 
paying  for  the  Great  Society  programs 
under  our  current  revenue  when  that  is 
not  true. 

The  Treasury  Department  confirms 
the  point  that  to  the  extent  that  $1  of 
these  assets  is  sold  in  the  manner 
being  proposed,  the  national  debt  and 
the  reported  deficit  are  automatically  re¬ 
duced  by  a  corresponding  amount. 

Next  year  they  are  planning  to  sell 
$4.7  billion  of  these  assets.  In  addition, 
the  Treasury  picks  up  $4.9  billion  next 
year  as  the  result  of  the  accelerated  pay¬ 
ments  of  individual  corporate  taxes. 
Both  of  these  represent  nonrecurring  in¬ 
come.  When  that  is  considered  along 
with  the  $1.8  billion  deficit  already  an¬ 
nounced,  there  results  a  $10  billion  to  $11 
billion  actual  deficit  next  year. 

However,  when  this  bill  passes  author¬ 
izing  the  sale  of  $11  billion  in  assets  the 
administration  will  actually  be  able  to 
report  a  balanced  budget  next  year  and 
still  spend  $10  billion  more  than  it  will 
take  in. 

This  is  a  deceitful  method  of  financing 
the  cost  of  the  Government. 

The  American  people  ought  to  be  told 
the  truth.  They  ought  to  be  told  that 
this  administration  is  currently  operat¬ 
ing  the  Government  at  a  deficit  which  is 
averaging  around  $700  million  or  $800 
million  a  month,  and  that  the  deficit  for 
the  next  fiscal  year  will  be  from  $800 
million  to  $900  million  a  month.  If  the 
American  people  are  not  told  the  truth 
about  the  deficit  the  problem  of  infla¬ 
tion  will  never  be  licked. 

With  the  passage  of  this  bill  it  might 
well  be  said  that  the  Government  has 
passed  the  point  of  no  return  so  far  as 
the  fight  on  inflation  is  concerned,  be¬ 
cause  once  the  executive  branch  is  given 
the  right  to  camouflage  its  deficits  in  this 
manner  our  financial  policies  will  not  be 
brought  under  control,  at  least  in  the 
near  future.  This  represents  a  serious 
blow  to  the  stability  of  our  dollar. 

Mr.  LAUSCHE.  Mr.  President,  will  the 
Senator  yield  for  a  question? 

Mr.  WILLIAMS  of  Delaware.  I  yield. 

The  PRESIDING  OFFICER.  The 
time  of  the  Senator  from  Delaware  has 
expired. 

Mr.  WILLIAMS  of  Delaware.  I  yield 
myself  an  additional  5  minutes.  I  yield 
to  the  Senator  from  Ohio  for  a  ques¬ 
tion. 

Mr.  LAUSCHE.  What  was  declared  to 
be  the  anticipated  deficit  for  the  current 
fiscal  year,  when  it  was  announced  in 
January? 

Mr.  WILLIAMS  of  Delaware.  The 
January  estimate  was  $6.4  billion  deficit 
Since  that  time  the  Government  has  al¬ 


ready  sold  $2.5  billion  of  our  assets  in 
participation  certificates.  I  understand — 
and  this  is  only  an  understanding — that 
one  reason  why  the  administration 
wants  to  have  the  bill  passed  quickly 
is  because  of  its  desire  to  sell  another 
$800  million  certificates  of  the  Small 
Business  Administration  before  June  30. 
This  will  further  reduce  the  reported 
deficit  beyond  what  I  have  already  dis¬ 
cussed.  To  the  extent  that  these  assets 
are  sold  it  will  reduce  the  deficit,  as  re¬ 
ported,  but  it  will  not  reduce  the  true 
deficit.  If  the  Great  Society  sells  the 
Washington  Monument  and  spends  the 
proceeds  it  does  not  represent  sound 
financing. 

I  said  the  other  day  that  the  situa¬ 
tion  is  exactly  comparable  to  that  of  an 
individual  family  whose  income  is  de¬ 
rived  from  a  salary  of  $9,000  a  year. 
They  are  spending  $10,000  a  year,  so  he 
goes  out  and  sells  his  car  for  $2,000  and 
comes  back  and  says,  “I  end  up  this 
year  with  a  surplus  of  a  thousand.” 

He  is  not  getting  ahead.  He  is  gradu¬ 
ally  going  broke.  That  is  exactly  what 
they  are  doing  with  the  Federal  Govern¬ 
ment,  but  the  only  thing  is  the  adminis¬ 
tration  is  not  telling  the  American  people 
the  truth.  It  is  misleading  the  American 
people  as  to  exactly  what  these  Great  So¬ 
ciety  programs  cost.  The  President 
makes  a  great  issue  about  his  interest  in 
truth-in-lending  and  truth-in-packag¬ 
ing.  What  we  need  more  than  either  of 
these  is  truth-in-Government. 

Mr.  LAUSCHE.  Will  the  Senator 
kindly  repeat  the  announced  deficit  as  of 
last  January? 

Mr.  WILLIAMS  of  Delaware.  As  of 
January,  the  President  projected  a  deficit 
at  the  close  of  the  1966  fiscal  year  of  $6.4 
billion. 

Mr.  LAUSCHE.  What  was  the  latest 
statement? 

Mr.  WILLIAMS  of  Delaware.  Yester¬ 
day  he  said  he  would  reduce  it  about  $2 
billion,  which  would  bring  it  down  to 
around  $4  billion.  Later  I  would  not  be 
surprised  to  see  them  sell  some  more  of 
our  assets  and  reduce  the  amount  even 
more. 

Mr.  LAUSCHE.  Getting  to  the  sale 
of  assets,  one,  there  has  been  a  wind¬ 
fall — if  I  may  so  describe  it — through  the 
replacement  in  our  coins  of  a  metal  as  a 
substitute  for  silver.  How  much  has  that 
produced? 

Mr.  WILLIAMS  of  Delaware.  In  fiscal 
1966,  $1  billion.  The  next  fiscal  year  we 
will  get  a  nonrecurring  profit  of  a  billion 
and  a  half.  This  nonrecurring  income  is 
being  used  to  defray  regular  expenses. 

Mr.  LAUSCHE.  This  windfall,  through 
the  substitution  of  a  cheaper  metal  for 
silver,  is  being  used  for  the  financing  of 
current  operating  expenses. 

Mr.  WILLIAMS  of  Delaware.  That  is 
correct. 

Mr.  LAUSCHE.  No.  2,  how  much  will 
be  picked  up  through  the  acceleration  of 
the  time  in  which  the  income  tax  must 
be  paid  as  of  year  1966? 

Mr.  WILLIAMS  of  Delaware.  For 
fiscal  1966  they  picked  up  an  additional 
$1.2  billion.  Already  the  old  law,  passed 
a  year  ago,  brought  in  an  extra  $1  bil¬ 
lion;  but  that  law,  which  was  passed 
since  the  President’s  January  message, 


brings  in  another  $1.2  billion.  This 
added  to  the  $2.5  billion  in  assets  being 
sold  means  we  have  $4.7  billion  this  year 
in  extra  revenue — or  in  other  words  the 
deficit  is  still  over  $8  billion  when  we 
pull  aside  the  curtain. 

Mr.  LAUSCHE.  What  assets  have 
been  sold  which  have  produced  the  $2.5 
billion? 

Mr.  WILLIAMS  of  Delaware.  Mostly 
FNMA  mortgages. 

Mr.  LAUSCHE.  So  that  the  use  of 
capital  is  covered  by  1  billion  of  the 
dollars  obtained  through  the  substitution 
of  a  cheaper  metal  for  silver,  1  and  2 
billion  through  the  acceleration  in  the 
payment  of  taxes  which  is  nonrecurring, 
and  $2.5  billion  in  the  sale  of  securities 
by  FNMA. 

Mr.  WILLIAMS  of  Delaware.  That  is 
correct. 

Mr.  LAUSCHE.  Therefore,  using  capi¬ 
tal  assets  for  current  operating  expenses 
brings  the  anticipated  deficit  down  to  the 
$4  billion  label  which  has  been  de¬ 
clared — 

Mr.  WILLIAMS  of  Delaware.  That  is 
right.  Yesterday,  the  administration  in 
making  this  announcement  presented  it 
to  the  American  people  as  a  great 
achievement.  It  is  not.  What  I  am 
concerned  about  is  that  this  is  an  open 
invitation  to  more  inflation,  inflation 
that  is,  in  my  opinion,  inevitably  going  to 
follow  this  kind  of  irresponsible  financ¬ 
ing.  This  era  will  be  known  as  the  John¬ 
son  inflationary  period.  All  those  aged 
who  are  being  pauperized  as  a  result  of 
this  planned  inflation  should  know  that 
this  is  part  of  the  Great  Society  plan.  I 
do  not  know  of  any  better  language 
which  describes  this  unsound  financial 
arrangement  than  to  quote  from  yester¬ 
day’s  issue  of  Barron’s  magazine  in 
which  they  quote  an  administration  of¬ 
ficial  who  describes  the  proposal  to  sell 
these  assets  as  follows.  I  quote  from 
that  article: 

Originally  the  administration  wanted  to  do 
even  more.  Its  proposals  would  have  cov¬ 
ered  the  entire  Federal  loan  portfolio  for  the 
100  programs  worth  some  $33  billion.  In  an 
unguarded  moment  of  candor  a  staunch 
backer  of  the  bill  called  this  “one  of  the 
slipperiest  pieces  of  legislation  I  have  ever 
encountered.” 

Mr.  President,  I  wholeheartedly  agree 
with  that  statement.  This  is  not  only  a 
slippery  piece  of  legislation  as  this  spon¬ 
sor  claims,  but  it  is  also  fiscally  irre¬ 
sponsible. 

The  PRESIDING  OFFICER.  The 
time  of  the  Senator  from  Delaware  has 
expired. 

Mr.  WILLIAMS  of  Delaware.  Mr. 
President,  I  ask  for  5  additional  minutes. 

The  PRESIDING  OFFICER.  Without 
objection,  the  Senator  from  Delaware  is 
recognized  for  5  additional  minutes. 

Mr.  WILLIAMS  of  Delaware.  Mr. 
President,  this  program  will  result  in 
more  inflation.  When  we  liquidate  our 
assets  and  use  the  proceeds  for  current 
expenditures,  we  are  inviting  inflation. 

There  is  another  point  that  should  be 
mentioned;  that  is,  the  extra  interest 
cost.  It  will  cost  at  least  one-half  per¬ 
cent  more  to  finance  the  Government  in 
this  manner  than  it  would  in  the  normal 
manner  of  selling  Government  bonds. 
Some  claims  this  extra  cost  would  be 
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only  a  quarter  of  a  percent.  Even  if  it 
were  only  a  quarter  of  a  percent,  that 
would  be  bad  enough.  But,  there  have 
been  three  or  four  sales  this  year  which 
have  averaged  four-tenths  to  seven- 
tenths  percent  extra.  The  average 
extra  cost  has  been  over  one-half  per¬ 
cent.  That  means  that  for  every  $1  bil¬ 
lion  financed  this  way  it  will  cost  an 
extra  $5  million.  If  we  sell  the  full 
amount  of  $10  billion  we  will  be  paying 
an  extra  $50  million  in  interest  annually. 

These  participative  certificates  are  100 
percent  guaranteed  by  the  Federal  Gov- 
erment.  Some  say  that  they  will  be  in 
denominations  no  lower  than  $10,000, 
which  means  that  the  Johnson  admin¬ 
istration  will  make  sure  the  average 
John  Doe  will  not  collect  this  5V2  per¬ 
cent  interest.  He  is  supposed  to  put  his 
money  into  “E”  bonds  and  take  414  per¬ 
cent.  But  the  banking  industry,  know¬ 
ing  that  these  are  100  percent  guaran¬ 
teed  by  the  Federal  Government,  will 
have  an  attractive  5  !4 -percent  interest 
rate. 

Certainly  good,  sound  management 
would  dictate  that  the  Treasury  should 
finance  the  Government  in  the  cheapest 
manner  possible.  The  reason  they  do 
not  wish  to  sell  these  bonds  in  the  nor¬ 
mal  way  is  that  it  would  show  up  the 
true  deficit.  They  could  not  deceive  the 
American  people  in  the  manner  that 
they  can  under  this  particular  bill. 

Mr.  LAUSCHE.  Is  this  calculation 
substantially  correct,  that  for  every 
$1  billion  worth  of  participation  cer¬ 
tificates  sold,  the  added  increase  in  the 
interest  cost  will  be  approximately  $5 
million  a  year? 

Mr.  WILLIAMS  of  Delaware.  That  is 
correct 

Mr.  LAUSCHE.  So  that  if  $4.2  billion 
worth  of  participation  certificates  are 
sold,  the  added  interest  cost  to  the  tax¬ 
payers  will  be  over  $20  million  a  year. 

Mr.  WILLIAMS  of  Delaware.  That 
is  correct. 

Mr.  LAUSCHE.  Do  I  correctly  under¬ 
stand  that  we  are  not  selling  these  mort¬ 
gages  fully  and  completely,  but  merely 
selling  participation  certificates;  thus, 
the  Federal  Government  still  is  holding 
the  bag  if  mortgages  go  sour  in  pay¬ 
ment  at  the  end? 

Mr.  WILLIAMS  of  Delaware.  There  is 
no  question  about  it.  The  agency  selling 
these  certificates  is  bound  by  the  terms 
of  the  agreement  that  if  one  mortgage 
goes  bad  it  will  be  replaced  with  a  good 
note  or  paid  in  cash. 

Do  not  forget  that  FNMA  has  the  au¬ 
thority  to  borrow  money  from  the  Fed¬ 
eral  Treasury  to  make  good  on  its  ob¬ 
ligations.  There  is  no  question  on  the 
part  of  anyone  but  that  these  are  100 
percent  Government  guaranteed  loans. 
The  only  difference  in  selling  them  in 
this  manner  is  that  they  will  cost  the 
taxpayers  approximately  one-half  per¬ 
cent  more  in  interest  rates,  and  it  would 
conceal  the  true  deficit  from  the  Ameri¬ 
can  people. 

I  repeat,  this  is  an  irresponsible  and 
unnecessarily  expensive  way  to  finance 
the  cost  of  operating  the  Government. 

Mr.  LAUSCHE.  May  I  put  one  more 
question  to  the  Senator.  What  is  the 
limit  of  the  amount  that  the  Govern¬ 
ment  will  be  allowed  to  put  into  the  pool 


upon  which  they  will  sell  certificates  as 
provided  in  this  bill? 

Mr.  WILLIAMS  of  Delaware.  Under 
the  bill  that  was  first  sent  down  to  Con¬ 
gress  the  administration  asked  for  the 
authority  to  sell  up  to  $33  billion  in 
assets.  We  amended  the  bill  in  the  Sen¬ 
ate.  The  House  has  accepted  those  same 
amendments  in  substance.  The  bill  be¬ 
fore  the  Senate  now,  authorizes  the  sale 
of  $10.9  billion,  but  that  is  wrong.  If  the 
pending  bill  passes  in  its  present  form 
it  means  that  in  the  next  2  years  the 
administration  can  sell  these  assets — 
spend,  we  will  say,  $10  billion  more  than 
it  is  talcing  in,  and  still  report  a  balanced 
budget  to  the  American  people. 

If  any  private  corporation  issued  any 
such  misleading  financial  report  their 
officers  would  be  sent  to  the  penitentiary. 

This  entire  plan  is  nothing  but  a 
vehicle  to  get  through  the  1966  election 
without  having  to  raise  taxes. 

The  administration,  if  it  could  have 
gotten  away  with  it,  wanted  to  obtain 
authority  to  sell  $33  billion  in  assets 
which  would  carry  them  by  the  1968 
Presidential  election.  This  may  be  the 
way  they  do  it  in  Texas,  but  it  is  not  the 
Way  to  run  a  Government. 

I  do  not  think  we  should  dip  into  the 
Federal  Treasury  to  buy  an  election  for 
any  political  party. 

We  are  already  having  trouble  enough 
with  inflation  in  this  country.  The 
President  of  the  United  States  ought  to 
tell  the  American  people  the  truth ; 
namely,  that  his  is  the  most  extravagant 
administration  we  have  ever  had  in  the 
White  House.  The  present  administra¬ 
tion  during  the  past  6  years  has  spent  a 
total  of  $36.5  billion  more  than  it  col¬ 
lected  into  the  Treasury.  That  is  more 
than  $550  million  a  month  for  every 
month  that  the  Kennedy-Johnson  ad¬ 
ministration  has  been  in  office,  and  right 
now  the  present  administration  is  run¬ 
ning  a  deficit  at  the  rate  of  $750  million 
or  $800  million  a  month. 

The  PRESIDING  OFFICER.  The  time 
of  the  Senator  has  expired. 

Mr.  MUSKIE.  Mr.  President - 

The  PRESIDING  OFFICER.  How 
much  time  does  the  Senator  from  Maine 
yield  to  himself? 

Mr.  MUSKIE.  I  yield  myself  5 
minutes  for  the  time  being. 

Mr.  President,  the  opposition  to  the 
pending  bill— and  that  has  been  primarily 
the  primarily  the  Senator  from  Delaware 
this  atfernoon — persists  in  referring  to 


it  as  a  means  of  camouflaging  a  deficit, 
financing  the  public  debt,  and  evading 
the  414-percent  ceiling  on  long-term 
Government  obligations. 

In  addition,  the  Senator  from  Dela¬ 
ware  this  afternoon  has  referred  to  the 
bill  as  “misleading,”  as  “failing  to  tell  the 
American  people  the  truth,”  as  a  “slip¬ 
pery  piece  of  legislation.”  That  was 
some  of  the  colorful  language  the 
Senator  from  Delaware  used  this  after¬ 
noon.  Mr.  President,  it  is  none  of  these 
things. 

It  is,  on  the  contrary,  a  means  of  sell¬ 
ing  certain  assets  held  by  the  Govern¬ 
ment.  It  authorizes  use  of  a  technique 
by  which  the  administration  can  sell 
participations — amounting  to  about  $4.2 
billion  in  fiscal  1967 — in  pools  of  certain 
types  of  direct  loans  totaling  some  $11 
billion  that  the  Government  has  made  to 
individuals,  business,  and  institutions  in 
the  past.  In  this  way,  the  Government 
will  reduce  the  sum  of  the  taxpayers’ 
money  tied  up  in  its  portfolio  of  direct 
loans  and  increase  the  role  of  the  private 
market  in  Federal  lending  programs. 

I  would  like  to  remind  the  opposition 
at  this  time  of  the  efforts  of  the  last 
Republican  administration  to  sell  similar 
assets. 

During  the  8  years  of  the  Eisenhower 
administration,  assets  consisting  of  loans 
totaling  almost  $1.6  billion  were  sold. 
More  than  two-thirds  of  the  total  was 
in  loans  held  by  the  Federal  National 
Mortgage  Association.  But  loans  of  the 
Farmers  Home  Administration,  the  pub¬ 
lic  housing  program,  the  Veterans’  Ad¬ 
ministration,  the  Export-Import  Bank, 
and  the  Small  Business  Administration 
are  included  in  the  total — the  same  pro¬ 
grams  covered  by  the  pending  bill. 

And  the  total  of  the  $1.6  billion  does 
not  include  some  $200  million  in  recon¬ 
struction  finance  corporation  loans  and 
securities  that  were  sold  or  refinanced. 
Also  not  included  are  some  $47  million  in 
interest-bearing  certificates  of  interest 
in  a  $73  million  pool  of  smaller  business 
loans  with  unpaid  balances  and  commit¬ 
ments,  which  were  sold  in  1954. 

I  ask  unanimous  consent  to  have  a 
table  showing  sales  of  assets  during  the 
Eisenhower  administration,  together 
with  a  note  on  figures  not  included  in 
it,  be  printed  in  the  Record  at  this  point 
in  my  remarks. 

There  being  no  objection,  the  table 
was  ordered  to  be  printed  in  the  Record, 
as  follows : 

through  December  I960,1  by  fiscal  years 


Sales  of  financial  assets,  January  1953 


[In  millions  of  dollars] 


Agency  or  program 

1953 

(2d 

half) 

1954 

1955 

1956 

1957 

1958 

1959 

1960 

1961 

(1st 

half) 

Total 

Department  of  Agriculture:  Fanners  Home 

(2) 

4 

19 

1 

2 

22 

Department  of  Housing  and  Urban  Develop¬ 
ment: 

Federal  National  Mortgage  Association. 

27 

575 

215 

201 

4 

13 

312 

4 

1, 140 
215 

2 

6 

26 

5 

1 

2 

4 

(2) 

1 

47 

(2) 

1 

5 

96 

19 

22 

142 

(2) 

g 

1 

(2) 

1 

1 

4 

29 

796 

228 

9 

6 

122 

37 

335 

8 

a  1,  574 

1  Excluding  liquidation  of  assets  owned  by  the  Reconstruction  Finance  Corporation. 

2  Less  than  $500,000. 

2  Total  does  not  add  due  to  rounding. 
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Sales  of  Financial  Assets,  January  1953 
Through  December  1960 

The  attached  summary  of  asset  sales  In 
1953-60  does  not  include  sales  by  the  Recon¬ 
struction  Finance  Corporation,  which  was 
placed  in  liquidation  In  September  1953. 
Of  the  $686  million  in  loans  and  securities 
then  outstanding,  more  than  $200  million 
were  subsequently  sold  to  or  refinanced  by 
private  lending  Institutions. 

In  February  1954,  2,800  smaller  business 
loans  with  unpaid  balances  and  commit¬ 
ments  totaling  $73  million  were  placed  in  a 
pool,  and  interest-bearing  certificates  of 
interest  amounting  to  $47  million  in  this 
pool  were  sold  to  nearly  1,000  banks  and 
private  lenders. 

Mr.  MUSKIE.  Mr.  President,  these 
figures  reveal  the  substantial  scope  of 
the  assets  sales  program  during  the  ad¬ 
ministration  of  President  Eisenhower. 
They  reveal  the  dimensions  of  an  activ¬ 
ity  which  had  the  support  of  almost  all 
members  of  President  Eisenhower’s 
party  in  this  House. 

The  program  was  not  different  in  its 
broad  aims  from  the  program  President 
Johnson  is  pursuing  with  the  legislation 
before  us.  A  different  technique  is  in¬ 
volved,  but  the  purposes  of  reducing  the 
portfolio  of  direct  loans  and  substituting 
private  for  public  credit  are  the  same. 
Also,  the  budget  treatment  and  effect  are 
the  same  under  the  Eisenhower  program 
and  under  the  Johnson  program.  The 
budget  treatment  in  effect  is  the  same 
under  the  Eisenhower  program  and 
under  the  Johnson  program. 

If  ulterior  motives,  such  as  are  implied 
in  calling  this  a  slippery  piece  of  legisla¬ 
tion,  misleading,  and  untruthful,  can  be 
ascribed  to  the  proposal  now  before  us, 
then  the  same  ulterior  motives  can  also 
be  ascribed  to  President  Eisenhower’s 
program. 

The  PRESIDING  OFFICER.  The 
time  of  the  Senator  has  expired. 

Mr.  MUSKIE.  I  yield  myself  5  addi¬ 
tional  minutes. 

That  program  is  as  subject  as  the 
pending  bill  to  the  charge  that  its  pur¬ 
pose  was  to  camouflage  deficits,  finance 
the  public  debt  by  backdoor  methods,  and 
evade  the  4  % -percent  ceiling. 

That  was  not  the  case,  of  course.  Nor 
is  it  the  case  now. 

On  this  point  I  cite  the  1963  minor¬ 
ity  report  of  the  House  Ways  and  Means 
Committee,  which  in  effect  directed 
the  administration  to  sell  more  assets. 
That  is  exactly  the  purpose  of  this  bill: 
To  sell  those  assets  in  an  orderly  fashion 
and  in  a  manner  most  advantageous  to 
the  lending  agencies  and  to  the  tax¬ 
payers. 

Mr.  President,  I  ask  unanimous  con¬ 
sent  that  the  statement  in  the  House 
minority  report  be  included  in  the 
Record  at  this  point  in  my  remarks. 

There  being  no  objection,  the  extract 
was  ordered  to  be  printed  in  the  Record, 
as  follows: 

Republican  Minority  Report,  House  Ways 
and  Means  Committee  Report,  88th  Congress, 
1st  Session  (May  1963)  on  H.R.  6009  (to  pro¬ 
vide  temporary  increases  in  the  public  debt 
limit) . 

“The  administration  also  can  always  re¬ 
duce  its  borrowing  requirements  by  addi¬ 
tional  sales  of  marketable  Government 
assets  .... 

“For  example,  when  the  Secretary  of  the 
Treasury  was  before  the  committee  on  Feb¬ 
ruary  27,  we  suggested  that  it  was  encumbent 


upon  the  administration  to  show  “good 
faith”  before  coming  to  the  Congress  for  an 
additional  increase  in  borrowing  authority. 
We  pointed  out  that  the  Government  held 
about  $30  billion  in  loans,  many  of  which 
were  readily  marketable.  In  fact,  there  was 
a  very  good  market  for  many  of  these  loans. 
Instead  of  increasing  its  offering  of  these 
loans  to  private  lenders,  the  administration 
was  then  acting  on  the  supposition  that  the 
Congress  would  automatically  accede  to  a 
request  for  an  increase  in  its  borrowing 
authority. 

“It  was  also  pointed  out  to  the  Secretary 
of  the  Treasury  that  the  Government  had 
other  assets  which  might  be  liquidated,  such 
as  the  stockpile  of  strategic  materials 
amounting  to  about  $8.7  billion. 

“Our  refusal  to  grant  the  administration’s 
request  last  February  produced  results.”  In 
the  interim  of  less  than  2  months  the  admin¬ 
istration  found  that  it  could  increase  rev¬ 
enues  from  the  sale  of  loans  by  an  addi¬ 
tional  $1  billion  for  fiscal  1963.  Now,  the 
administration  estimates  that  it  will  realize 
$2,082  billion — as  contrasted  with  an  orig¬ 
inal  estimate  of  only  $0,929  billion  less  than 
2  months  ago.” 

The  Republican  members  who  signed  the 
minority  report  were:  John  W.  Byrnes, 
Howard  H.  Baker,  Thomas  B.  Curtis,  Victor 
A.  Knox,  James  B.  Utt,  Jackson  E.  Betts, 
Bruce  Alger,  Steven  B.  Derounian,  Herman 
T.  Schneebeli,  Harold  H.  Collier. 

Mr.  MUSKIE.  Mr.  President,  there 
has  been  a  great  deal  of  reference  in  the 
Senate  during  debate  on  this  bill  over 
the  action  which  took  place  in  1959  on  a 
related  matter.  Most  of  us — and  I  do 
not  exclude  myself — have  either  over¬ 
looked  or  forgotten  the  real  significance 
of  that  event  in  1959,  and  consequently 
we  have  been  misinterpreting  it.  I  am 
referring  of  course,  to  the  resolution  of 
August  1959,  expressing  the  sense  of  the 
Senate  against  the  exchange  of  certain 
mortgages  held  by  the  Government  for 
certain  long-term  privately  held  Govern¬ 
ment  bonds. 

For  the  benefit  of  those  of  us  whose 
memory  of  that  day  has  faded,  let  me 
recall  the  situation. 

During  a  low-interest  period,  chiefly 
if  not  entirely  during  the  Truman  ad¬ 
ministration,  the  Government  had  sold 
long-term  low-interest  bonds.  Some 
$7.8  billion  of  these  were  outstanding. 

The  Eisenhower  administration,  in 
a  substantially  higher-interest  period, 
made  a  proposal  concerning  $335  million 
of  2%-percent  bonds,  to  take  place  dur¬ 
ing  fiscal  1960. 

The  bonds  in  question  could  be  con¬ 
verted  to  short-term  only  at  an  interest 
rate  of  1  Vs  percent.  They  were  salable 
only  at  a  substantial  discount. 

The  administration  proposed  to  ex¬ 
change  $335  million  of  the  bonds  for  a 
like  amount  of  prime  mortgage  paper, 
bearing  4  percent  interest,  fully  guaran¬ 
teed,  and  scheduled  or  likely  to  be  re¬ 
tired,  on  the  average,  in  7  or  8  years. 

If  this  swap  was  successful,  the  admin¬ 
istration  proposed  to  swap  an  additional 
$665  million  of  the  mortgages  for  the 
bonds. 

The  entire  transaction  would  have  re¬ 
duced  the  Government’s  portfolio  by  $1 
billion  and  reduced  the  deficit  by  $1 
billion. 

The  administration  conceded  a  sub¬ 
stantial  loss  of  the  taxpayers’  money  in 
the  transaction.  But  by  putting  a  heavy 
discount  on  the  mortgages — priced  for 
quick  sale  in  a  high-interest  market — 
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and  ignoring  the  1  ^-percent  rate  at 
which  an  appreciable  amount  of  the 
bonds  would  have  been  converted,  the 
administration  managed  to  minimize  the 
loss. 

Considering  that  there  were  almost  $8 
billion  of  the  bonds  outstanding,  one 
Member  of  this  House  estimated  the  total 
possible  loss  at  $100  million  per  year  dur¬ 
ing  a  5 -year  period — half  a  billion 
dollars. 

Those  opposed  to  the  proposal  brought 
in  a  resolution  that  the  sense  of  the  Sen¬ 
ate  was  against  the  proposed  transac¬ 
tion. 

The  question  of  asset  sales  was  in¬ 
volved,  as  the  Senator  from  Delaware 
and  I  have  agreed.  However,  there  were 
other  aspects  to  the  proposal  which 
many  thought  unwise  and  questionable. 
The  vote  on  the  resolution  was  revealing. 
Only  3  members  of  the  minority — 
including  the  Senator  from  Delaware — 
joined  53  members  of  the  majority  in 
voting  for  the  resolution.  Twenty-nine 
members  of  the  minority  made  up  the 
entire  opposition. 

The  Senator  from  Delaware  has  made 
much  of  that  vote.  The  debate  went  on 
for  several  hours.  It  covers  32  pages  of 
the  Record.  In  all  that  time,  the  Sena¬ 
tor  from  Delaware  said  not  one  word  in 
debate. 

The  Senator  from  Delware  did  not  un¬ 
dertake  to  describe  the  proposal  of  the 
Eisenhower  administration  in  the  harsh 
terms  he  has  used  to  describe  the  pro¬ 
posal  of  the  Johnson  administration  this 
afternoon. 

During  the  debate  the  past  few  days, 
the  Senator  from  Delaware  has  often  re¬ 
turned  to  the  following  themes:  that 
the  bill  was  a  $33  billion  authorization: 
that  would  enable  the  administration 
to  spend  $33  billion  without  normal  ex¬ 
penditure  control ;  that  it  would  empower 
the  administration  to  sell  foreign  aid 
loans:  that  only  his  “major  surgery”  on 
the  bill  eliminated  or  limited  those  broad, 
unfettered  grants  of  power. 

In  his  letter  of  transmittal,  the  Presi¬ 
dent  detailed  programs  of  which  assets 
were  to  be  sold  through  the  participa¬ 
tions  technique.  No  foreign  aid  loans 
where  included;  it  has  been  perfectly 
clear  from  the  beginning  that  they  were 
excluded.  Amendments  to  which  the 
administration  agreed  early  in  the  legis¬ 
lative  history  placed  effective  congres¬ 
sional  control  over  every  sale  of  partici¬ 
pations,  through  the  appropriation 
process. 

In  contrast  to  the  1959  situation,  in 
which  our  resolution  had  no  force,  and 
in  which  it  would  have  been  necessary  to 
change  the  law,  requiring  the  agree¬ 
ment  of  both  Houses  and  the  administra¬ 
tion,  under  this  legislation  the  refusal 
of  either  House  to  concur  will  prevent 
any  proposed  sale  through  participa¬ 
tions. 

In  exercising  its  power  over  appropria¬ 
tions,  Congress  will  have  complete  con¬ 
trol  of  the  amounts  of  money  made  avail¬ 
able  and  how  they  are  used.  It  will  re¬ 
tain  the  control  it  now  has  over  the 
limitations  on  the  lending  programs. 

The  amendments  we  have  agreed  to 
limit  the  scope  to  a  group  of  programs 
and  loans  totaling  about  $1 1  billion.  This 
was  no  major  surgery.  It  is  simply  our 
expression  of  good  faith:  the  President 
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meant  what  he  said  in  his  letter  of  trans¬ 
mittal,  and  we  are  willing  to  demonstrate 
that  fact  by  writing  the  limitations  into 
the  bill. 

In  short,  the  proposals  before  us  has 
a  well-established  basis  in  the  Eisenhow¬ 
er  administration  and  since.  It  has  been 
approved  then  and  since  as  a  sound  way 
of  substituting  private  money  for  public 
money  in  direct  loan  programs.  As  such 
it  merits  our  support. 

Mr.  President,  I  reserve  the  remainder 
of  my  time. 

Mr.  HOLLAND.  Mr.  President,  will 
the  Senator  yield  5  minutes? 

Mr.  MUSKIE.  I  yield. 

Mr.  HOLLAND.  Mr.  President,  I  sup¬ 
port  the  position  of  the  distinguished 
Senator  from  Maine.  I  would  not  have 
supported  the  legislation  if  the  changes 
had  not  been  made  in  the  bill  when  it 
was  originally  discussed  in  the  Senate. 

The  Senator  from  Delaware  [Mr.  Wil¬ 
liams],  the  Senator  from  Ohio,  and  oth¬ 
ers  are  entitled  to  a  large  part  of  the 
credit  for  the  changes  that  were  made 
at  that  time.  As  the  legislation  now 
reads,  however,  this  is  a  worthy  ap¬ 
proach,  and  offers  an  opportunity  to  use 
for  the  Nation,  in  this  time  of  crisis,  the 
assets  which  belong  to  the  Nation.  I 
shall  support  the  bill  in  its  present  form. 

Mr.  President,  I  desire  to  call  atten¬ 
tion  to  this  fact,  also,  if  I  may  have  the 
attention  of  Senators  on  the  other  side 
of  the  aisle. 

I  have  in  my  hand  a  news  item  that 
appeared  today  on  the  ticker  tape  outside 
the  Senate  Chamber.  The  article  reads, 
in  part : 

The  Treasury  Department  asked  Congress 
today  to  raise  the  temporary  debt  ceiling  to 
$332  billion  for  the  fiscal  year  which  begins 
July  1. 

The  ceiling — which  was  raised  by  Congress 
last  year  to  a  temporary  $328  billion — would 
drop  to  the  permanent  level  of  $285  billion 
if  Congress  fails  to  act. 

I  desire  to  make  clear  my  position  that 
although  I  am  voting  for  the  measure 
that  is  being  discussed  in  the  Senate  to¬ 
day,  I  shall  oppose  the  proposed  increase 
of  the  debt  limitation.  I  do  not  believe 
we  can  run  in  both  directions  at  the 
same  time. 

I  believe  that  an  administration  is  to 
be  commended  when  it  attempts,  in  a 
reasonable  way,  to  lessen  the  debt  limita¬ 
tion,  and  I  believe  that  is  what  we  would 
do  if  we  approved  the  bill  that  is  before 
us  today. 

I  believe  the  administration  is  unwise 
in  requesting  the  authority  to  increase 
the  debt  limitation  to  $332  billion  for  the 
coming  fiscal  year. 

Therefore,  to  make  my  position  en¬ 
tirely  clear,  I  approve  the  pending  legis¬ 
lation  because  it  is  a  wise  marshaling  of 
assets.  Such  action  would  be  commend¬ 
able  by  a  private  institution  or  a  busi¬ 
ness  institution,  as  a  method  of  pre¬ 
venting  further  indebtedness. 

I  shall  oppose  the  proposed  debt  limi¬ 
tation  increase  from  $328  billion  to  $332 
billion,  because  I  believe  we  cannot  run 
in  both  directions  at  the  same  time.  I 
shall  support  the  pending  bill. 

The  PRESIDING  OFFICER.  Who 
yields  time? 

Mr.  WILLIAMS  of  Delaware.  Mr. 
President,  how  much  time  do  I  have 
remaining? 


The  PRESIDING  OFFICER.  The 
Senator  from  Delaware  has  13  minutes 
remaining. 

Mr.  WILLIAMS  of  Delaware.  Mr. 
President,  I  yield  myself  5  minutes. 

Mr.  President,  in  response  to  the  Sen¬ 
ator  from  Florida,  I  desire  to  point  out 
that  without  this  devious  method  of  fi¬ 
nancing  the  President  would  have  to  re¬ 
quest  an  increase  in  the  debt  ceiling  to 
about  $336  billion  or  $337  billion  because 
under  the  provisions  of  the  bill,  in  the 
next  fiscal  year  he  plans  to  sell  $4.7  bil¬ 
lion  of  assets  and  use  the  proceeds  as 
nomal  revenue.  Unquestionably,  to  the 
extent  that  he  sells  these  assets  and  ap¬ 
plies  them  to  normal  revenue,  the  amount 
of  money  that  the  Treasury  has  to  bor¬ 
row  through  direct  Government  obli¬ 
gations  is  reduced. 

But  I  point  out  that  the  Government 
will  still  owe  money  even  though  it  is  not 
counted  as  a  part  of  the  national  debt. 
When  one  endorses  a  note  it  is  just  the 
same  as  when  he  borrows.  The  only  dif¬ 
ference  is  that  the  Government  will  pay 
more  interest.  There  is  only  one  real 
way  to  keep  the  debt  ceiling  down;  and 
that  is,  to  stop  spending. 

Liquidating  the  assets  of  the  Govern¬ 
ment  to  defray  normal  expenses  is  ex¬ 
actly  the  same  as  occurred  in  the  past 
when  Mr.  Wolfson  bought  the  local 
transit  system.  In  the  District  of  Co¬ 
lumbia  he  bought  the  transit  systems 
and  then  distributed  the  assets  of  the 
corporation.  That  was  what  Mr.  Wolf- 
son  did  with  several  companies  which  he 
headed,  leaving  the  corporations  as  a 
shell. 

What  we  are  being  asked  to  do  today 
is  to  authorize  the  Federal  Government 
to  sell  its  assets  and  apply  the  proceeds 
to  cover  daily  expenses. 

The  Senator  from  Maine  [Mr.  Muskie] 
said  that  this  measure  should  go  through 
unanimously  just  because  some  Republi¬ 
can  under  President  Eisenhower’s  ad¬ 
ministration  tried  to  do  the  same  thing. 
I  am  always  glad  to  hear  the  Senator 
from  Maine  endorse  what  Republicans 
did;  he  should  follow  them  more  often. 
I  suggest  that  he  will  be  more  construc¬ 
tive  if  he  votes  with  the  Republicans. 

But  when  some  Republicans  in  1959 
sought  to  follow  the  same  procedure  as 
is  being  advocated  today,  he  opposed  the 
transaction.  I  voted  against  it  then.  I 
shall  state  for  the  Record  how  the  Sen¬ 
ators  on  the  other  side  of  the  aisle,  in¬ 
cluding  the  man  who  is  now  in  the  White 
House,  described  this  proposal  when  it 
was  suggested  in  1959.  I  am  quoting 
from  the  official  record.  This  report  was 
written  in  connection  with  a  vote  on  a 
resolution,  No.  177,  on  August  20,  1959 : 

Proponents  charged  that  the  purpose  of  the 
proposed  exchange  was  to  achieve  a  balanced 
budget  by  selling  off  capital  assets  of  the 
Federal  Government.  Such  a  balance,  the 
proponents  contended,  would  be  fictitious 
and  fiscally  irresponsible. 

The  Senator  from  Maine  and  I  en¬ 
dorsed  that  analysis  in  1959.  I  endorse 
it  today.  I  do  not  care  whether  this  un¬ 
sound  practice  is  proposed  by  Republi¬ 
cans,  Democrats,  Independents,  or  So¬ 
cialists.  When  we  sell  our  assets  we  are 
liquidating  the  Federal  Government,  and 
when  we  apply  the  proceeds  to  defray 
daily  current  expenses  it  is  wrong.  I  do 


not  care  who  advocates  the  policy;  it 
costs  more  interest,  and  it  is  wrong. 

In  1959  a  good  argument  was  made  by 
the  then  majority  leader,  the  man  in  the 
White  House  today,  against  this  unsound 
procedure.  He  said  that  it  was  an  un¬ 
necessarily  expensive  and  a  deceptive  way 
in  which  to  finance  the  Federal  Govern¬ 
ment.  It  was  misleading  as  to  the 
amount  of  the  true  deficit.  I  agree  with 
those  arguments.  I  regret,  however,  that 
he  changed  his  mind  when  he  got  in  the 
White  House. 

I  yield  to  the  Senator  from  Ohio. 

Mr.  LAUSCHE.  The  issue  before  Con¬ 
gress  in  1959  was  substantially  identical 
to  the  issue  before  Congress  today.  A 
deficit  is  facing  us,  and  the  objective  of 
the  administration  is  to  avoid  that  deficit 
by  selling  capital  assets. 

President  Eisenhower  made  a  similar 
recommendation  in  order  to  avoid  a  def¬ 
icit  in -1959.  Is  it  not  a  fact  that  the 
argument  which  the  Senator  from  Dela¬ 
ware  is  making  today  is  substantially  the 
same  argument  that  he  made  against  the 
Eisenhower  proposal  in  1959? 

Mr.  WILLIAMS  of  Delaware.  The 
Senator  is  correct.  Contrary  to  what  the 
Senator  from  Maine  said,  when  the  Sec¬ 
retary  of  the  Treasury  was  before  the 
Committee  on  Finance  I  joined  with  the 
then  senior  Senator  from  Virginia,  Mr. 
Byrd,  in  condemning  this  type  of  pro¬ 
gram  as  being  fiscally  irresponsible. 

I  said  then  and  repeat  now,  the  Amer¬ 
ican  people  would  not  be  told  the  truth 
as  to  the  deficit  under  such  a  program. 

I  point  out  that  there  Is  this  difference 
in  today’s  proposal  and  the  1959  resolu¬ 
tion  which  I  supported.  The  1959  reso¬ 
lution  condemned  something  after  it  had 
been  done.  It  was  not  a  resolution  to 
stop  such  sales. 

Only  $335  million  was  involved  in  the 
1959  transaction.  However,  the  recent 
request  was  for  $33  billion,  and  the  re¬ 
quest  now  is  for  $11  billion.  As  I  said 
and  agreed  to  on  the  other  day,  a  princi¬ 
ple  is  involved.  When  we  sell  assets  we 
should  not  count  the  proceeds  as  regular 
income.  If  a  man  who  has  a  $9,000  a 
year  salary  and  is  spending  $10,000  a  year 
sells  a  corner  of  his  lot  for  $2,000,  or  sells 
his  car  for  $2,000,  he  cannot  then  brag 
about  the  fact  that  he  has  a  balanced 
budget  or  a  $1,000  surplus.  He  has 
neither  a  balanced  budget  nor  a  surplus; 
he  is  going  broke. 

Mr.  LAUSCHE.  I  ask  the  Senator  for 
a  bit  of  advice.  If  the  Senator  from 
Ohio  in  1959  voted  against  the  Eisen¬ 
hower  proposal,  could  he  today  vote  for 
the  Johnson  proposal  and  still  claim  that 
he  is  consistent  and  following  a  sound 
program? 

Mr.  WILLIAMS  of  Delaware.  I  am 
glad  to  note  that  the  Senator  from  Ohio, 
who  voted  against  this  proposal  in  1959, 
likewise  opposed  it  before  the  Senate  the 
other  day.  I  am  sure  that  he  will  join 
me  today  and  follow  a  consistent  posi¬ 
tion  in  opposing  it. 

My  objection  goes  even  further  than 
the  extra  interest  rates.  We  would  be 
misleading  the  American  people  as  to  the 
true  cost  of  the  Great  Society  programs. 
We  should  tell  the  American  people  the 
truth  as  to  what  it  is  costing  to  operate 
this  Government. 

Much  concern  has  been  shown  by  the 
administration  for  high  interest  charges. 
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When  the  present  administration  took 
charge  of  the  Government  in  1960  the 
total  interest  charge  on  all  the  national 
debt  was  between  $8  billion  and  $8.5 
billion. 

Last  year  the  interest  on  our  national 
debt  cost  us  approximately  $11.5  billion. 
In  the  fiscal  year  1966,  it  is  estimated 
that  it  will  cost  $12  billion. 

Next  year  the  interest  charge  on  our 
national  debt  is  estimated  at  $12.75  bil¬ 
lion.  This  is  over  $1  billion  per  month 
in  interest  charges  alone. 

Do  not  overlook  the  fact  that  93  per¬ 
cent  of  our  $320  billion  debt  was  created 
under  Democratic  administrations.  It  is 
costing  the  American  taxpayers  over  $10 
billion  per  year  to  pay  the  interest  on 
that  part  of  our  national  debt  created 
under  the  Democratic  administrations 
alone. 

This  bill  before  Congress  this  after¬ 
noon  will  raise  these  interest  charges  by 
another  $50  million.  There  has  been  a 
50-percent  increase  in  the  past  5  years 
on  interest  charges  of  the  national  debt. 

The  members  of  this  Great  Society  who 
are  always  bemoaning  high-interest 
charges  should  read  the  record  as  to 
what  they  have  done,  not  for  the  Ameri¬ 
can  people,  but  to  the  American  people 
in  the  last  5  years. 

Mr.  MUSKIE.  Mr.  President,  may  I 
inquire  how  much  time  is  remaining? 

The  PRESIDING  OFFICER.  The 
Senator  from  Maine  has  8  minutes  re¬ 
maining,  and  the  Senator  from  Delaware 
has  6  minutes  remaining. 

Mr.  MUSKIE.  Mr.  President,  I  yield 
myself  2  minutes. 

The  PRESIDING  OFFICER.  The 
Senator  from  Maine  is  recognized  for  2 
minutes. 

Mr.  MUSKIE.  Mr.  President,  in  order 
to  make  the  Record  clear  as  to  the  com¬ 
parison  between  the  program  we  are  now 
discussing  and  the  Eisenhower  program 
on  direct  sales,  I  think  it  would  be  very 
helpful  to  those  who  will  be  looking  at 
the  Record  to  read  two  statements  which 
I  have  received  from  the  Treasury  De¬ 
partment. 

The  first  statement  describes  the  ad¬ 
vantages  of  participation  sales  of  direct 
sales  of  loans.  I  ask  unanimous  consent 
that  the  statement  I  have  just  referred 
to  be  printed  at  this  point  in  the  Record. 

There  being  no  objection,  the  state¬ 
ment  was  ordered  to  be  printed  in  the 
Record,  as  follows: 

Advantages  of  Participation  Sales  Over 
Direct  Sales  of  Loans 

A  question  has  been  raised  as  to  the  de¬ 
sirability  of  selling  participations  in  pools  of 
Federal  loans  rather  than  selling  the  loans 
outright. 

Direct  sales  of  loans  are,  of  course,  clearly 
preferable  to  sales  of  participations  in  these 
loans,  particularly  if  the  loans  can  be  sold 
outright  without  recourse  to  a  Federal  guar¬ 
antee  and  if  the  investor  is  willing,  to  take 
over  the  servicing  of  the  loan.  The  funda¬ 
mental  objective  in  the  financing  of  Federal 
credit  programs  should  be  to  encourage  the 
maximum  degree  of  private  lender  partici¬ 
pation  consistent  with  the  basic  program 
objectives  and  sound  financial  practices. 

As  shown  in  table  E-4  of  Special  Analysis 
E  of  the  budget  for  the  fiscal  year  1967  the 
Administration  plans  to  sell  $534  million  of 
loans  held  by  the  Federal  Government  on  a 
direct  sale  basis.  Table  E-4  also  shows  an 
estimated  total  of  direct  sales  for  fiscal  1966 


or  $672  million,  and  for  fiscal  year  1965  the 
figure  was  $814  million. 

On  the  other  hand,  participation  sales,  as 
shown  in  table  E-4,  while  only  $750  million 
in  1965,  are  estimated  to  total  $2,635  million 
in  fiscal  1966  and  $4,205  million  in  fiscal  1967. 

The  reason  for  the  recent  growth  of  par¬ 
ticipation  sales,  as  compared  with  direct 
sales,  is  that  the  Government  is  fast  running 
out  of  loans  which  are  readily  marketable  on 
a  direct  sales  basis.  This  is  true  partly  be¬ 
cause  the  most  marketable  loans  have  al¬ 
ready  been  sold  under  the  program,  which 
has  been  accelerated  in  recent  years,  to  sub¬ 
stitute  private  for  public  credit  in  the  loan 
programs  of  the  Federal  Government.  Also, 
current  interest  rates  are  relatively  high, 
compared  with  the  fixed  low  interest  rates 
established  by  the  Congress  in  many  of  these 
loan  programs  and  the  relatively  low  market 
interest  rates  prevailing  at  the  time  many 
of  the  loans  in  the  Federal  portfolio  were 
made.  Moreover,  in  some  cases  it  is  nec¬ 
essary  or  desirable  to  sell  participations, 
rather  than  sell  loans  directly,  because  the 
borrowers  under  these  Federal  programs  are 
not  well-known  to  investors  and  do  not 
have  established  credit  ratings.  In  many 
cases  the  underlying  collateral,  the  matur¬ 
ities,  or  other  loan  terms  and  conditions  are 
such  that  Federal  loans  are  not  readily 
salable  to  private  investors  on  a  direct  basis 
or  could  be  sold  on  terms  more  advantageous 
to  the  Federal  Government  if  they  were 
placed  in  pools. 

The  pooling  of  loans  facilitates  the  adopt¬ 
ion  of  various  financial  techniques  which 
provide  for  greater  marketability  at  less  cost 
to  the  Government;  i.e.,  through  the  device 
of  a  pool,  the  investor  may  be  protected  by 
providing  excess  coverage,  authority  to  sub¬ 
stitute  assets,  and  other  assurances  that  he 
will  suffer  no  financial  loss  arising  from 
the  default  of  any  one  or  more  loans  in  the 
underlying  pool.  The  pooling  device  also 
provides  greater  flexibility  for  the  timing  and 
amounts  of  asset  sales  and  for  tailoring  the 
maturities  and  other  terms  and  conditions  of 
participation  certificates  in  light  of  current 
market  conditions  and  overall  monetary  and 
fiscal  objectives. 

Looking  at  the  particular  programs  which 
are  expected  to  be  included  in  the  fiscal  1967 
participation  sales  program,  it  is  apparent 
why  the  participation  technique  is  neces¬ 
sary  to  facilitate  the  orderly  and  most  effi¬ 
cient  sale  of  these  loans. 

Loans  made  by  the  Farmers  Home  Admin¬ 
istration  are  generally  made  to  borrowers  in 
rural  areas  remote  from  the  major  sources  of 
loan  funds.  These  borrowers  are  individual 
farmers,  rural  communities,  and  other  orga¬ 
nizations  which  are  not  well-known  and  are 
remote  from  investors.  Moreover,  the  inter¬ 
est  rates  on  these  loans  cannot  exceed  the 
statutory  maximum  of  5  percent  and  in  many 
cases  are  much  lower.  Thus  these  loans  can¬ 
not  be  sold  in  today’s  market  except  at  size¬ 
able  discounts.  Also  the  maturities  of  many 
of  these  loans  are  very  long,  in  excess  of  30 
years,  and  are  thus  not  salable  to  shorter- 
term  investors.  In  fact,  the  Farmers  Home 
Administration  has  for  years  been  packaging 
these  long-term  loans  and  selling  them  to 
large  investors  with  short-term  repurchase 
agreements,  with  Farmers  Home  retaining 
the  servicing  of  the  loans  and  providing  a 
100  percent  guarantee  on  the  “package.”  The 
participation  technique  is  a  similar,  but 
more  orderly  and  less  costly  means  of  financ¬ 
ing  many  of  the  Farmers  Home  loans. 

The  college  housing  and  public  facility 
loans  are  not  directly  salable  primarily  be¬ 
cause  of  their  low  interest  rates  (statutory 
maximum  rate  is  currently  3  percent)  and 
their  long  maturities  of  40  and  50  years.  The 
participation  technique  is  a  means  of  con¬ 
verting  these  heavily  subsidized  and  illiquid 
obligations  into  highly  attractive  and  flexible 
market  instruments. 

Loans  made  by  the  Veterans  Administra¬ 
tion  are  generally  to  borrowers  in  areas 
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where  private  loan  funds  are  scarce  and  the 
borrower  is  thus  unable  to  obtain  a  loan 
under  the  VA  guarantee  program.  Also, 
many  of  the  direct  VA  loans  are  made  on 
properties  which  VA  has  acquired  by  reason 
of  defaults  on  VA  guaranteed  loans.  Thus 
the  VA  direct  loans  are  often  basically  un¬ 
salable,  except  through  some  such  method 
as  the  participation  technique. 

The  Small  Business  Administration  loan 
portfolio  contains  loans  made  to  marginal 
small  business  borrowers  who  are  not  yet 
sufficiently  established  to  secure  private 
lender  funds.  SBA  has  sold  some  of  these 
loans  on  a  direct  basis,  but  its  experience 
has  demonstrated  that  future  loan  sales 
could  be  accomplished  more  economically 
through  the  use  of  the  participation  tech¬ 
nique.  The  recent  sale  by  SBA  of  SBIC 
debentures,  for  example,  was  at  an  interest 
rate  of  5%  percent,  plus  commission,  and, 
although  this  rate  was  necessary  to  market 
these  instruments  at  the  time,  the  loans 
could  have  been  sold  through  the  participa¬ 
tion  technique  at  a  lower  interest  rate  and 
with  no  compromise  of  basic  program 
objectives. 

Loans  made  directly  by  the  Federal  Gov¬ 
ernment  are  for  one  reason  or  another  unat¬ 
tractive  to  private  lenders — which  is  why 
the  Federal  assistance  was  required  in  the 
first  place.  Thus  the  sale  of  these  financial 
assets  held  by  the  Federal  Government  can¬ 
not  be  accomplished  on  terms  advantageous 
to  the  Government,  and  consistent  with 
basic  program  objectives,  unless  these  loans 
are  converted  into  risk-free  instruments  of 
ready  market  acceptability. 

The  participation  instrument  must  be 
viewed  in  the  context  of  other  Federal  fi¬ 
nancing  techniques  designed  to  encourage 
private  lender  participation: 

1.  It  is  clearly  most  desirable  to  have  the 
private  lender  originate  and  service  the  loan, 
such  as  under  the  major  programs  of  the 
Federal  Housing  Administration,  and,  if  pos¬ 
sible,  assume  a  portion  of  the  loan  risk. 

2.  In  some  cases,  such  as  in  the  college 
housing  program,  private  lenders  may  be 
encouraged  to  buy  the  early  maturities,  with 
the  Federal  Government  picking  up  the 
longer  maturities.  Also,  as  in  the  SBA  pro¬ 
gram,  private  lenders  may  sometimes  be  en¬ 
couraged  to  participate  with  the  Federal 
Government  on  an  immediate  or  deferred 
basis. 

3.  In  other  programs  where  private  lenders 
are  unwilling  to  originate  or  service  the 
loans — which  is  true  of  most  of  the  loans 
made  by  the  Farmers  Home  Administration, 
e.g. — the  private  lender  participation  gen¬ 
erally  takes  the  form  of  large  investors  pro¬ 
viding  the  loan  capital  with  the  Federal 
Government  guaranteeing  the  private  in¬ 
vestor  not  only  against  any  loss  arising  from 
loan  default  but  also  against  loss  of  liquidity 
through  the  use  of  loan  repurchase  agree¬ 
ments. 

4.  Where  it  is  not  possible  to  obtain  pri¬ 
vate  lender  participation  at  the  time  of  loan 
origination,  which  is  the  case  with  respect 
to  most  of  the  loans  under  Federal  direct 
loan  programs,  the  loans  can  sometimes  be 
later  converted  from  a  direct  to  a  guaran¬ 
teed  basis  as  the  borrowers  become  better 
established.  In  such  cases  direct  Federal 
loans  have  been  and  will  continue  to  be  sold 
outright,  with  or  without  recourse  to  the 
Federal  guarantee,  depending  upon  market 
acceptability.  In  fact,  the  Participation 
Sales  Act  of  1966  provides  in  section  2(b) 
authority  for  Federal  agencies  to  purchase 
outstanding  participations  in  their  loan 
pools  so  that  these  agencies  will  be  able  to 
withdraw  loans  from  the  pools  and  sell  them 
outright  if  market  conditions  permit. 

Mr.  MUSKIE.  Mr.  President,  the 
second  statement  makes  a  comparison  of 
the  cost  of  direct  loan  sales  with  par¬ 
ticipation  sales.  I  ask  unanimous  con- 
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sent  that  this  statement  be  printed  at 
this  point  in  the  Record. 

There  being  no  objection,  the  state¬ 
ment  was  ordered  to  be  printed  in  the 
Record,  as  follows: 

Comparison  op  Costs  op  Direct  Loan  Sales 
With  Participation  Sales 
Direct  sales  of  loans  by  FNMA  and  VA  in 
the  fiscal  years  1965  and  1966  have  been  at 
an  average  interest  rate  of  about  5 1/4  percent 
throughout  the  period.  After  adjusting  for 
the  cost  to  the  purchaser  of  servicing  the 
loans — which  varies  substantially  depending 
upon  the  amount  of  each  loan  but  can  be 
estimated  as  roughly  in  the  range  of  one- 
fourth  to  one-half  percent — the  net  yield  to 
the  investor  would  be  in  the  range  from  4% 
to  5  percent.  This  compares  with  an  aver¬ 
age  interest  yield  on  FNMA  participations  of 
4.3  percent  on  the  November  1,  1964  issue,  4.5 
percent  on  July  1,  1965,  4.7  percent  on  De¬ 
cember  1,  1965,  and  5.4  on  April  4,  1966. 
Since  neither  FNMA  nor  VA  has  been  selling 
significant  amounts  on  a  direct  basis  in  the 
calendar  year  1966,  there  is  no  basis  for  a 
meaningful  comparison  between  the  interest 
rate  on  direct  sales  and  the  April  4,  1966  rate 
of  5.4  percent  on  FNMA  participations.  Thus 
the  net  yield  to  investors  of  4%  to  5  percent 
on  direct  sales  is  roughly  comparable  with 
an  average  yield  of  about  4j4  percent  on 
FNMA’s  first  three  participation  issues.  Ac¬ 
cordingly,  it  would  appear  that  direct  sales 
are  more  costly  than  participation  sales  by 
an  amount  ranging  from  one-fourth  to  one- 
half  of  one  percent. 

In  the  Export-Import  Bank  program  the 
volume  of  direct  sales  on  a  recourse  basis  in 
recent  years  has  not  been  significant  rela¬ 
tive  to  the  volume  of  Ex-Im  participation 
sales.  Direct  sales  by  Ex-Im  on  a  guaranteed 
basis  in  the  calendar  year  1966  to  date,  for 
example,  have  totaled  less  than  $.4  million, 
compared  with  Ex-Im’s  February  partici¬ 
pation  sale  of  $364  million.  In  the  calendar 
year  1964,  however,  there  were  $24  million 
of  direct  sales  during  the  year  on  a  recourse 
basis,  and  the  weighted  average  interest  rate 
was  5.18  percent.  This  compares  with  the 
interest  rate  of  4  >4  percent  on  both  issues 
of  Ex-Im  participations  in  the  calendar 
year  1964  totaling  $822  million.  Thus,  al¬ 
though  the  amount  of  direct  sales  in  calen¬ 
dar  1964  was  only  about  3  percent  of  the 
volume  of  participation  sales,  it  is  clear  that 
the  interest  rate  on  direct  sales  was  sig¬ 
nificantly  above  the  rate  on  participations. 

SBA  direct  sales  experience  provides  a 
reasonable  basis  for  comparison  with  partici¬ 
pation  sales  because  of  the  sales  by  SBA 
in  March  and  April  this  year  of  $110  mil¬ 
lion  of  the  302  debentures  at  interest  yields 
of  5.75  percent  and  5.65  percent.  The  5.4 
percent  rate  on  the  FNMA  participation  is¬ 
sue  of  April  4,  1966  was  significantly  below 
the  rates  on  SBA’s  302’s. 

SBA  has  also  sold  some  of  its  regular 
business  loans,  but  the  sales  have  been 
sporadic  and  most  of  them  were  sold  with¬ 
out  recourse  and  are  thus  not  comparable 
with  participation  sales. 

On  the  basis  of  the  above  experience  it 
appears  that  participation  certificates  can  be 
sold  at  interest  rates  roughly  one -fourth  to 
one-half  percent  below  the  rates  which 
would  be  required  on  the  direct  sale  of  the 
loans  in  the  participation  pools. 

Mr.  MUSKIE.  Mr.  President,  I  indi¬ 
cated  a  few  moments  ago  that  the  pro¬ 
gram  involved  in  the  pending  legisla¬ 
tion  was  well  established  during  the 
Eisenhower  years,  not  simply  for  the 
1959  budget  year,  but  from  1954  on.  As 
a  matter  of  fact,  in  the  fiscal  year  1954, 
there  was  a  sale  of  something  in  excess 
of  $750  million  of  assets  under  the  Eisen¬ 
hower  programs. 


Those  were  direct  sales.  The  Sen¬ 
ator  from  Delaware  has  had  a  great  deal 
to  say  about  the  cost  of  the  pending 
legislation,  the  direct  sale  program.  It 
is  costly.  It  involves  a  greater  gap  in 
interest  rates  between  direct  Treasury 
borrowing  and  direct  interest  rates  than 
did  the  former  program.  The  statement 
which  I  have  had  printed  in  the  Record 
will  spell  out  that  difference. 

Mr.  WILLIAMS  of  Delaware.  Mr. 
President,  will  the  Senator  yield? 

Mr.  MUSKIE.  Our  time  has  expired. 
We  can  yield  on  mutual  time  and  divide 
the  time. 

Mr.  WILLIAMS  of  Delaware.  In  the 
tabulation  which  I  had  placed  in  the 
Record  I  did  not  include  direct  sales.  If 
I  had  done  so,  that  would  have  added 
another  $672  million  in  such  sales  for 
the  fiscal  year  1966.  That  would  make 
approximately  $3  billion  extra  that  has 
been  raised  this  year  in  this  unorthodox 
manner. 

We  should  finance  the  Federal  Gov¬ 
ernment  in  a  businesslike  manner  by 
selling  regular  Government  securities  in 
a  form  where  they  would  be  available  to 
every  American  citizen  and  not  through 
a  program  that  is  available  only  to  the 
banking  industry  or  to  friends  of  the 
administration. 

Mr.  MUSKIE.  Mr.  President,  I  re¬ 
serve  the  remainder  of  my  time. 

The  PRESIDING  OFFICER.  Who 
yields  time? 

Mr.  WILLIAMS  of  Delaware.  Mr. 
President,  I  ask  unanimous  consent  that 
there  be  printed  at  this  point  in  the 
Record  vote  No.  177  as  it  was  taken  on 
August  20,  1959,  and  the  analysis  of  the 
proponents  position  on  that  vote  as  it 
appears  in  the  official  Register,  together 
with  the  record  of  those  Senators  who 
voted  to  support  the  resolution  in  1959. 

There  being  no  objection,  the  material 
was  ordered  to  be  printed  in  the  Record, 
as  follows: 

Subject:  Resolution  disapproving  exchange 
of  FNMA  mortgages  for  Treasury  bonds  (S. 
Res.  130) .  Vote  on  passage. 

Synopsis:  S.  Res.  130  expressed  the  Sen¬ 
ate’s  disapproval  of  an  administration  pro¬ 
posal  to  exchange  mortgages  held  by  the 
^Federal  National  Mortgage  Association 
(FNMA)  for  Treasury  bonds. 

The  administration  had  proposed  that 
FNMA  finance  $335  million  worth  of  special 
assistance  functions  in  fiscal  year  1960  by 
exchanging  an  equivalent  amount  ($335  mil¬ 
lion)  of  mortgages  for  Treasury  bonds.  In 
this  way,  the  $335  million  in  special  assist¬ 
ance  activity  would  not  unbalance  the  1960 
budget.  The  mortgages  which  the  adminis¬ 
tration  proposed  to  have  FNMA  exchange 
were  held  in  FNMA’s  management  and  liqui¬ 
dation  account,  which  in  1954  Congress  had 
directed  be  liquidated  whenever  this  could 
be  done  with  minimum  loss  to  the  Govern¬ 
ment  and  minimum  effect  on  the  home 
mortgage  market. 

S.  Res.  130  expressed  the  sense  of  the  Sen¬ 
ate  that  this  exchange  should  not  take  place. 

Proponents  contended : 

The  proposed  exchange  would  result  in  loss 
of  revenue  from  the  mortgages  which  would 
add  up  to  a  total  loss,  over  the  years,  to  $13.4 
million  in  revenue  to  the  Federal  Govern¬ 
ment.  Furthermore,  if  the  full  portfolio  of 
mortgages  were  ultimately  liquidated,  the 
total  loss  would  be  about  $40  million. 

The  proposed  exchange  would  also  result  in 
lower  tax  revenues  to  the  extent  of  $8.4  mil¬ 
lion  in  fiscal  year  1960  alone.  Furthermore, 
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if  the  full  portfolio  were  liquidated  the  loss 
would  be  about  $25  million. 

The  proposed  exchange,  proponents  main¬ 
tained,  would  adversely  affect  the  home 
mortgage  market.  Testimony  by  home¬ 
builders  was  cited,  to  the  effect  that  the  pro¬ 
posed  exchange  would  soak  up  funds  now 
available  for  new  housing. 

Proponents  charged  that  the  purpose  of 
the  proposed  exchange  was  to  achieve  a  bal¬ 
anced  budget  by  selling  off  capital  assets  of 
the  Federal  Government.  Such  a  balance, 
proponents  contended,  would  be  fictitious 
and  fiscally  irresponsible. 

Proponents  charged  that  private  investors 
would  receive  an  unearned  benefit  by  receiv¬ 
ing  4  percent  assets  in  exchange  for  2%  per¬ 
cent  assets. 

Proponents  pointed  out  that  the  resolu¬ 
tion  had  been  overwhelmingly  approved  by 
the  Senate  Banking  and  Currency  Commit¬ 
tee,  by  a  vote  of  12  to  3. 

Action:  the  resolution  was  agreed  to. 

The  result  was  announced — yeas  56,  nays 


29,  as  follows: 

YEAS — 56 

Anderson 

Jordan 

Bartlett 

Kefauver 

Bible 

Kennedy 

Byrd,  W.  Va. 

Kerr 

Cannon 

Langer 

Carroll 

Lausche 

Case,  S.  Dak. 

Long 

Church 

Magnuson 

Clark 

Mansfield 

Douglas 

McCarthy 

Eastland 

McGee 

Engle 

Monroney 

Ervin 

Morse 

Frear 

Moss 

Fulbright 

Muskie 

Gore 

Neuberger 

Green 

Pas  tore 

Gruening 

Proxmire 

Hart 

Randolph 

Hartke 

Robertson 

Hayden 

Smathers 

Hennings 

Stennis 

Hill 

Symington 

Holland 

Talmadge 

Humphrey 

Thurmond 

Jackson 

Williams,  Del. 

Johnson,  Tex. 

Williams,  N.J. 

Johnston,  S.C. 

Young,  Ohio 

Mr.  MUSKIE.  Mr.  President,  I  ask 
unanimous  consent  that  the  quorum  call 
which  I  am  about  to  suggest  not  be 
charged  to  either  side. 

The  PRESIDING  OFFICER.  Is  there 
objection?  There  being  no  objection,  it 
is  so  ordered. 

Mr.  MUSKIE.  Mr.  President,  I  sug¬ 
gest  the  absence  of  a  quorum. 

The  PRESIDING  OFFICER.  The 
clerk  will  call  the  roll. 

The  legislative  clerk  proceeded  to  call 
the  roll. 

Mr.  MUSKIE.  Mr.  President,  I  ask 
unanimous  consent  that  the  order  for 
the  quorum  call  be  rescinded. 

The  PRESIDING  OFFICER  (Mr. 
Bartlett  in  the  chair).  Without  ob¬ 
jection,  it  is  so  ordered. 

Mr.  MUSKIE.  Mr.  President,  I  ask 
for  the  yeas  and  nays. 

The  yeas  and  nays  were  ordered. 

Mr.  MUSKIE.  Mr.  President,  I  yield 
back  the  remainder  of  my  time. 

Mr.  WILLIAMS  of  Delaware.  Mr. 
President,  I  yield  back  the  remainder  of 
my  time. 

The  PRESIDING  OFFICER.  All  time 
having  been  yielded  back,  the  question  is 
on  the  motion  to  concur  in  the  amend¬ 
ment  of  the  House  of  Representatives. 
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On  this  question,  the  yeas  and  nays  have 
been  ordered,  and  the  clerk  will  call  the 
roll. 

The  legislative  clerk  called  the  roll. 

Mr.  LONG  of  Louisiana.  I  announce 
that  the  Senator  from  Tennessee  [Mr. 
Bass],  the  Senator  from  Pennsylvania 
[Mr.  Clark],  the  Senator  from  Tennes¬ 
see  [Mr.  Gore],  the  Senator  from  Ari¬ 
zona  [Mr.  Hayden],  the  Senator  from 
New  Hampshire  [Mr.  McIntyre],  the 
Senator  from  Rhode  Island  [Mr.  Pas- 
tore],  the  Senator  from  Rhode  Island 
[Mr.  Pell],  the  Senator  from  Georgia 
[Mr.  Russell],  and  the  Senator  from 
Maryland  [Mr.  Tydings],  are  absent  on 
official  business. 

I  also  announce  that  the  Senator  from 
Mississippi  [Mr.  Eastland],  the  Senator 
from  North  Carolina  [Mr.  Ervin],  the 
Senator  from  Oklahoma  [Mr.  Harris], 
the  Senator  from  Montana  [Mr.  Mans¬ 
field]  ,  the  Senator  from  Minnesota  [Mr. 
McCarthy],  the  Senator  from  South 
Dakota  [Mr.  McGovern],  the  Senator 
from  Connecticut  [Mr.  Ribicoff],  the 
Senator  from  South  Carolina  [Mr.  Rus¬ 
sell],  and  the  Senator  from  Florida  [Mr. 
Smathers],  are  necessarily  absent. 

On  this  vote,  the  Senator  from  North 
Carolina  [Mr.  Ervin]  is  paired  with  the 
Senator  from  New  Hampshire  [Mr.  Mc¬ 
Intyre], 

If  present  and  voting,  the  Senator 
from  North  Carolina  would  vote  “nay” 
and  the  Senator  from  New  Hampshire 
would  vote  “yea.” 

On  this  vote,  the  Senator  from  Ten¬ 
nessee  [Mr.  Gore]  is  paired  with  the 
Senator  from  Oklahoma  [Mr.  Harris]. 

If  present  and  voting,  the  Senator 
from  Tennessee  would  vote  “nay”  and 
the  Senator  from  Oklahoma  would  vote 
“yea.” 

I  further  announce  that,  if  present  and 
voting,  the  Senator  from  Pennsylvania 
[Mr.  Clark],  the  Senator  from  Missis¬ 
sippi  [Mr.  Eastland],  the  Senator  from 
Montana  [Mr.  Mansfield],  the  Senator 
from  South  Dakota  [Mr.  McGovern], 
the  Senator  from  Rhode  Island  [Mr. 
Pastore],  the  Senator  from  Rhode 
Island  [Mr.  Pell],  the  Senator  from 
Connecticut  [Mr.  Ribicoff]  ,  the  Senator 
from  Georgia  [Mr.  Russell],  the  Sena¬ 
tor  from  Florida  [Mr.  Smathers],  and 
the  Senator  from  Maryland  [Mr.  Ty¬ 
dings],  would  each  vote  yea. 

Mr.  KUCHEL.  I  announce  that  the 
Senators  from  Kentucky  [Mr.  Cooper 
and  Mr.  Morton],  the  Senator  from 
Colorado  [Mr.  Dominick],  the  Senator 
from  Michigan  [Mr.  Griffin],  the  Sena¬ 
tor  from  Nebraska  [Mr.  Hruska],  the 
Senator  from  New  York  [Mr.  Javits], 
the  Senator  from  Idaho  [Mr.  Jordan], 
the  Senator  from  South  Dakota  [Mr. 
Mundt],  the  Senator  from  Pennsylvania 
[Mr.  Scott],  and  the  Senator  from 
Wyoming  [Mr.  Simpson]  are  necessarily 
absent. 

The  Senator  from  Illinois  [Mr.  Dirk- 
sen]  and  the  Senator  from  Vermont 
[Mr.  Prouty]  are  absent  because  of  ill¬ 
ness. 

If  present  and  voting,  the  Senators 
from  Kentucky  [Mr.  Cooper  and  Mr. 
Morton]  ,  the  Senator  from  Illinois  [Mr! 
Dirksen],  the  Senator  from  Colorado 
[Mr.  Dominick],  the  Senator  from 
South  Dakota  [Mr.  Mundt],  and  the 


Senator  from  Wyoming  [Mr.  Simpson] 
would  each  vote  “nay.” 

On  this  vote,  the  Senator  from  Ne¬ 
braska  [Mr.  Hruska]  is  paired  with  the 
Senator  from  Pennsylvania  [Mr.  Scott], 
If  present  and  voting,  the  Senator  from 
Nebraska  would  vote  “nay”  and  the 
Senator  from  Pennsylvania  would  vote 
“yea.” 

On  this  vote,  the  Senator  from  Idaho 
[Mr.  Jordan]  is  paired  with  the  Senator 
from  New  York  [Mr.  Javits].  If  present 
and  voting,  the  Senator  from  Idaho 
would  vote  “nay”  and  the  Senator  from 
New  York  would  vote  “yea.” 

The  result  was  announced — yeas  50, 
nays  20,  as  follows: 

[No.  78  Leg.] 

YEAS— 50 


Aiken 

Hartke 

Morse 

Anderson 

Hill 

Moss 

Bartlett 

Holland 

Muskie 

Bayh 

Inouye 

Nelson 

Bible 

Jackson 

Neuberger 

Brewster 

Jordan,  N.C. 

Proxmlre 

Byrd,  Va. 

Kennedy,  Mass.  Randolph 

Byrd,  W.  Va. 

Kennedy,  N.Y. 

Robertson 

Cannon 

Long,  Mo. 

Smith 

Case 

Long,  La. 

Sparkman 

Church 

Magnuson 

Stennis 

Dodd 

McCleUan 

Symington 

Douglas 

McGee 

Talmadge 

Ellender 

Metcalf 

Williams,  N.  J. 

Fulbright 

Mondale 

Yarborough 

Gruening 

Monroney 

Young,  Ohio 

Hart 

Montoya 

NAYS— 20 

Allott 

Fannin 

Pearson 

Bennett 

Fong 

Saltonstall 

Boggs 

Hicltenlooper 

Thurmond 

Burdick 

Kuchel 

Tower 

Carlson 

Lausche 

Williams,  Del. 

Cotton 

Miller 

Young,  N.  Dak. 

Curtis 

Murphy 

NOT  VOTING— 
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Bass 

Hayden 

Pastore 

Clark 

Hruska 

Pell 

Cooper 

Javits 

Prouty 

Dirksen 

Jordan,  Idaho 

Ribicoff 

Dominick 

Mansfield 

Russell,  S.C. 

Eastland 

McCarthy 

Russell,  Ga. 

Ervin 

McGovern 

Scott 

Gore 

McIntyre 

Simpson 

Griffin 

Morton 

Smathers 

Harris 

Mundt 

Tydings 

So  the  motion  to  concur  in  the  House 
amendment  was  agreed  to. 

Mr.  LONG  of  Louisiana.  Mr.  Presi¬ 
dent,  I  move  to  reconsider  the  vote  by 
which  the  motion  was  agreed  to.  - 
Mr.  MUSKIE.  Mr.  President,  I  move 
to  lay  that  motion  on  the  table. 

The  motion  to  lay  on  the  table  was 
agreed  to. 
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TREASURY,  POST  OFFICE,  AND  EX¬ 
ECUTIVE  OFFICE  APPROPRIA¬ 
TIONS,  1967 

Mr.  ROBERTSON.  Mr.  President,  I 
ask  unanimous  consent  that  the  Senate 
proceed  to  the  consideration  of  H.R 
14266. 

The  PRESIDING  OFFICER.  The  bill 
will  be  stated  by  title  for  the  informa¬ 
tion  of  the  Senate. 

The  Legislative  Clerk.  A  bill  (H.R. 
14266)  making  appropriations  for  the 
Treasury  and  Post  Office  Departments, 
the  Executive  Office  of  the  President,  and 
certain  independent  agencies,  for  the  fis¬ 
cal  year  ending  June  30,  1967,  and  for 
other  purposes. 

The  PRESIDING  OFFICER.  Is  there 
objection  to  the  request  of  the  Senator 
from  Virginia? 

There  being  no  objection,  the  Senate 


proceeded  to  consider  the  bill,  which  had 
been  reported  from  the  Committee  on 
Appropriations,  with  amendments. 

Mr.  ROBERTSON.  Mr.  President,, 
ask  unanimous  consent  that  the  commit¬ 
tee  amendments  to  the  pending  biff  be 
considered  and  agreed  to  en  bio/  and 
that  the  bill  as  thus  amended  be  regarded 
for  the  purpose  of  amendment  a/original 
text,  provided  that  no  poin*  of  order 
shall  be  considered  to  haveyoeen  waived 
by  reason  of  agreement  to  the  order. 

The  PRESIDING  OFT^CER.  Is  there 
objection?  The  Chair/nears  none,  and 
it  is  so  ordered. 

The  amendments/agreed  to  en  bloc, 
are  as  follows: 

On  page  8,  line  ifi,  after  the  word  “Com¬ 
missioner”,  to  strike  out  “$460,000,000”  and 
insert  “$462,10'* 

On  page  10, 
to  strike 
“$16,152,000? 

On  page/ll,  line  10,  after  the  word  “law”, 
to  strike  out  “$4,710,000,000”  and  insert 
r0,000”,  and,  in  the  same  line,  after 
the  wtf-d  “Provided;',  to  insert  “That  not  to 
,  ®  Per  centum  of  any  appropriation 

able  to  the  Post  Office  Department  for 
current  fiscal  year  may  be  transferred, 
u  the  approval  of  the  Bureau  of  the  Budg- 
to  any  other  such  appropriation  or  ap¬ 
propriations;  but  the  appropriation  “Admin¬ 
istration  and  regional  operation”  shall  not  be 
increased  by  more  than  $1,000,000  as  a  result 
of  such  transfers:  Provided  further,’’. 

On  page  12,  line  25,  after  the  word  “plans” 
to  strike  out  “$158,000,000”  and  insert 
"$138,000,000”. 

On  page  17,  after  line  12,  to  insert: 
“ADMINISTRATIVE  CONFERENCE  OF  THE  UNITED 
STATES 

“ Salaries  and  expenses 
“For  necessary  expenses  of  the  Adminis¬ 
trative  Conference  of  the  United  States, 
established  by  the  Administrative  Conference 
Act  (78  Stat.  615),  $250,000.” 

Mr.  ROBERTSON.  Mr.  President,  the 
Committee  on  Appropriations  has  au¬ 
thorized  me  to  present  to  the  Senate  its 
report  on  the  pending  bill,  H.R.  14266 
making  appropriations  for  the  Treasury 
and  Post  Office  Departments,  Executive 
Offine  of  the  President,  and  certain  in¬ 
dependent  agencies  for  fiscal  year  1967. 

Senators  will  find  on  their  desks  print¬ 
ed  copies  of  the  committee  report,  and 
will  now  present  to  the  Senate  a  brief 
ary  of  what  is  in  the  bill.  The 
ag&jcies  covered  by  this  bill  have  the 
isibility  of  administering  a  total 
of  $20>1  billion,  of  which  more  than  $12.9 
billion  is  for  definite  and  indefinite  per¬ 
manent  appropriations  which  are  not  in¬ 
cluded  inNffie  pending  bill.  The  1967 
estimates  inSthis  category  total  $12,912,- 
399,000.  Of  this  amount,  $12,750  billion 
is  for  interest  dn  the  public  debt,  an  in¬ 
crease  of  $750  million  over  the  1966  esti¬ 
mate. 

The  bill  which  is\ecommended  to  the 
Senate  provides  tota\  appropriations  of 
$7,210,049,135.  This  amount  is  a  decrease 
of  $128,000  under  the  House  allowance, 
$197,475,135  over  the  appropriations  for 
1966,  but  $36,670,865  under  she  estimates 
for  1967. 

TITLE  I - TREASURY  DEPARTMI 

Appropriations  totaling  $1,37^099,000 
are  recommended  in  the  accompanying 
bill  for  the  regular  annual  requirements 
of  the  Treasury  Department  for  fiscal 
year  1967.  This  is  a  decrease  of  $1S 
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an  act 

80  STAT.  164 

To  promote  private  financing  of  credit  needs  and  to  provide  for  an  efficient  and 
orderly  method  of  liquidating  financial  assets  held  by  Federal  credit  agencies, 
and  for  other  purposes. 


Be  it  enacted  by  the  Senate  and  House  of  Representatives  of  the 
United  States  of  America  in  Congress  assembled ,  That  this  Act  may 
be  cited  as  the  “Participation  Sales  Act  of  1966”. 

Sec.  2.  (a)  Section  302(c)  of  the  Federal  National  Mortgage  Asso¬ 
ciation  Charter  Act  is  amended— 

(1)  by  inserting  “(1)’’  immediately  following  “(c)”; 

(2)  by  inserting  after  “undertakings  and  activities”  a  comma 
and  “hereinafter  in  this  subsection  called  ‘trusts’,” ; 

(3)  by  striking  “obligations  offered  to  it  by  the  Housing  and 
.  Home  Finance  Agency  or  its  Administrator,  or  by  such  Agency’s 

constituent  units  or  agencies  or  the  heads  thereof,  or  any  first 
mortgages  in  which  the  United  States  or  any  agency  or  instrumen¬ 
tality  thereof”  in  the  first  sentence  thereof  and  inserting 
“mortgages  or  other  types  of  obligations  in  which  any  department 
or  agency  of  the  United  States  listed  in  paragraph  (2)  of  this 
subsection” ; 

(-1)  by  striking  out  the  third  sentence  thereof  and  substituting 
therefor  the  following:  “Participations  or  other  instruments 
issued  by  the  Association  pursuant  to  this  subsection  shall  to  the 
same  extent  as  securities  which  are  direct  obligations  of  or  obliga¬ 
tions  guaranteed  as  to  principal  or  interest  by  the  United  States 
be  deemed  to  be  exempt  securities  within  the  meaning  of  laws 
administered  by  the  Securities  and  Exchange  Commission.  ” ;  and 

(5)  by  striking  out  the  fourth  sentence  thereof. 

(b)  Section  302(c)  of  such  Act  is  further  amended  by  adding  the 
following : 

"(2)  Subject  to  the  limitations  provided  in  paragraph  (4)  of  this 
subsection,  one  or  more  trusts  may  be  established  as  provided  in  this 
subsection  by  each  of  the  following  departments  or  agencies : 

“(A)’  The  Farmers  Home  Administration  of  the  Department 
of  Agriculture,  but  only  with  respect  to  operating  loans,  direct 
k  farm  ownership  loans,  direct  housing  loans,  and  direct  soil  and 

V  water  loans.  Such  trusts  may  not  be  established  with  respect  to 

loans  for  housing  for  the  elderly  under  sections  502  and  515(a) 
of  the  Housing  Act  of  1949,  nor.  with  respect  to  loans  for  nonfarm 
recreational  development. 

“(B)  The  Office  of  Education  of  the  Department  of  Health, 
Education,  and  Welfare,  but  only  with  respect  to  loans  for  con¬ 
struction  of  academic  facilities. 

“(C)  The  Department  of  Housing  and  Urban  Development, 
•  except  that  such  authority  may  not  be  used  with  respect  to  sec¬ 
ondary  market  operations  of  the  Federal  National  Mortgage 
Association. 
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63  Stat.  433; 
76  Stat.  671. 
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1485. 
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“(D)  The  Veterans'  Administration. 

“(E)  The  Export-Import  Bank. 

“(F)  The  Small  Business  Administration. 

The  head  of  each  such  department  or  agency,  hereinafter  in  this  sub¬ 
section  called  the  ‘trustor’,  is  authorized  to  set  aside  a  part  or  all  of  any 
obligations  held  by  him  and  subject  them  to  a  trust  or  trusts  and, 
incident  thereto,  shall  guarantee  to  the  trustee  timely  payment  thereof. 
The  trust  instrument  may  provide  for  the  issuance  and  sale  of  bene¬ 
ficial  interests  or  participations,  by  the  trustee,  in  such  obligations  or 
in  the  right  to  receive  interest  and  principal  collections  therefrom; 
and  may  provide  for  the  substitution  or  withdrawal  of  such  obliga¬ 
tions,  or  for  the  substitution  of  cash  for  obligations.  The  trust  or 
trusts  shall  be  exempt  from  all  taxation.  The  trust  instrument  may 
also  contain  other  appropriate  provisions  in  keeping  with  the  purposes 
of  this  subsection.  The  Association  shall  be  named  and  shall  act  as 
trustee  of  any  such  trusts  and,  for  the  purposes  thereof,  the  title  to 
such  obligations  shall  be  deemed  to  have  passed  to  the  Association  in 
trust.  The  trust  instrument  shall  provide  that  custody,  control,  and ^ 
administration  of  the  obligations  shall  remain  in  the  trustor  subjecting® 
the  obligations  to  the  trust,  subject  to  transfer  to  the  trustee  in  event  ^ 
of  default  or  probable  default,  as  determined  by  the  trustee,  in  the 
payment  of  principal  and  interest  of  the  beneficial  interests  or  partici¬ 
pations.  Collections  from  obligations  subject  to  the  trust  shall  be 
dealt  with  as  provided  in  the  instrument  creating  the  trust.  The  trust 
instrument  shall  provide  that  the  trustee  will  promptly  pay  to  the 
trustor  the  full  net  proceeds  of  any  sale  of  beneficial  interests  or  par-  • 
ticipations  to  the  extent  they  are  based  upon  such  obligations  or  col-  ■ 
lections.  Such  proceeds  sha'll  be  dealt  with  as  otherwise  provided  by 
law  for  sales  or  repayment  of  such  obligations.  The  effect  of  both  past 
and  future  sales  of  any  issue  of  beneficial  interests  or  participations 
shall  be  the  same,  to  the  extent  of  the  principal  of  such  issue,  as  the 
direct  sale  with  recourse  of  the  obligations  subject  to  the  trust.  Any 
trustor  creating  a  trust  or  trusts  hereunder  is  authorized  to  purchase, 
through  the  facilities  of  the  trustee,  outstanding  beneficial  interests 
or  participations  to  the  extent  of  the  amount  of  his  responsibility  to 
the  trustee  on  beneficial  interests  or  participations  outstanding,  and 
to  pay  his  proper  share  of  the  costs  and  expenses  incurred  by  the  Fed¬ 
eral  National  Mortgage  Association  as  trustee  pursuant  to  the  trust 
instrument. 

“(3)  When  any  trustor  guarantees  to  the  trustee  the  timely  pay-^ 
meut  of  obligations  he  subjects  to  a  trust  pursuant  to  this  subsection,® 
and  it  becomes  necessary  for  such  trustor  to  meet  his  responsibilities^ 
under  such  guaranty,  he  is  authorized  to  fulfill  such  guaranty. 

“(4)  Beneficial  interests  or  participations  shall  not  be  issued  for 
the  account  of  any  trustor  in  an  aggregate  principal  amount  greater 
than  is  authorized  with  respect  to  such  trustor  in  an  appropriation 
Act.  Any  such  authorization  shall  remain  available  only  for  the  fiscal 
vear  for  which  it  is  granted  and  for  the  succeeding  fiscal  year. 

“(5)  The  Association,  as  trustee,  is  authorized  to  issue  and  sell 
beneficial  interests  or  participations  under  this  subsection,  notwith¬ 
standing  that  there  may  be  an  insufficiency  in  aggregate  receipts  from 
obligations  subject  to  the  related  trust  to  provide  for  the  payment  by 
the  trustee  (on  a  timely  basis  out  of  current  receipts  or  otherwise) 
of  all  interest  or  principal  on  such  interests  or  participations  (after 
provision  for  all  costs  and  expenses  incurred  by  the  trustee,  fairly 
’prorated  among  trustors).  There  are  authorized  to  be  appropriated 
without  fiscal  year  limitation  such  sums  as  may  be  necessary  to  enable 
any  trustor  to  pay  the  trustee  such  insufficiency  as  the  trustee  may 
require  on  account  of  outstanding  beneficial  interests  or  participations 
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authorized  to  be  issued  pursuant  to  paragraph  (4)  of  this  subsection. 
Such  trustor  shall  make  timely  payments  to  the  trustee  from  such 
appropriations,  subject  to  and  in  accord  with  the  trust  instrument.” 

Sec.  3.  (a)  Section  305(c)  of  the  Federal  National  Mortgage  Asso¬ 
ciation  Charter  Act  is  amended  by  deleting  “by  $450,000,000  on  J uly  1, 
1966,”. 

(b)  Section  401(d)  of  the  Housing  Act  of  1950  is  amended  by  delet¬ 
ing  “1968 :”  immediately  preceding  the  first  proviso  and  by  substituting 
therefor  “1965,  and  1967  and  1968 

Sec.  4.  (a)  Section  303(c)  of  title  III  of  the  Higher  Education 
Facilities  Act  of  1963  is  amended  by  striking  out  the  first,  nine  words 
in  the  second  sentence  and  substituting  therefor  the  following:  “For 
the  purpose  of  making  payments  into  the  fund  established  under 
section  305”. 

(b)  Title  III  of  the  Higher  Education  Facilities  Act  of  1963  is  fur¬ 
ther  amended  by  adding  after  section  304  the  following  new  section: 

) 

“revolving  loan  fund 

“Sec.  305.  (a)  There  is  hereby  created  within  the  Treasury  a  sepa¬ 
rate  fund  for  higher  education  academic  facilities  loans  (hereafter 
in  this  section  called  ‘the  fund’)  which  shall  be  available  to  the  Com¬ 
missioner  without  fiscal  year  limitation  as  a  revolving  fund  for  the 
purposes  of  this  title.  The  total  of  any  loans  made  from  the  fund  in 
.any  fiscal  year  shall  not  exceed  limitations  specified  in  appropriation 
Acts.  A  business-type  budget  for  the  fund  shall  be  prepared,  trans¬ 
mitted  to  the  Congress,  considered,  and  enacted  in  the  manner  pre¬ 
scribed  by  law  (sections  102, 103,  and  104  of  the  Government  Corpora¬ 
tion  Control  Act  (31  U.S.C.  847-849)  for  wholly  owned  Government 
corporations.  .  . 

“(b)(1)  The  Commissioner,  when  authorized  by  an  appropriation 
Act,  may  transfer  to  the  fund  available  appropriations  provided  under 
section  303(c)  to  provide  capital  for  the  fund.  All  amounts  received 
by  the  Commissioner  as  interest  payments  or  repayments  of  principal 
on  loans,  and  any  other  moneys,  property,  or  assets  derived  by  him 
from  his  operations  in  connection  with  this  title,  including  any  moneys 
derived  directly  or  indirectly  from  the  sale  of  assets,  or  beneficial 

)  interests  or  participations  in  assets,  of  the  fund,  shall  be  deposited  in 
the  fund. 

“(2)  All  loans,  expenses,  and  payments  pursuant  to  operations  of 
the  Commissioner  under  this  title  shall  be  paid  from  the  fund,  includ¬ 
ing  (but  not  limited  to)  expenses  and  payments  of  the  Commissioner 
in  connection  with  sale,  under  section  302(c)  of  the  Federal  National 
Mortgage  Association  Charter  Act,  of  participations  in  obligations 
acquired  under  this  title.  From  time  to  time,  and  at  least  at  the  close 
of  each  fiscal  year,  the  Commissioner  shall  pay  from  the  fund  into  the 
Treasury  as  miscellaneous  receipts  interest  on  the  cumulative  amount 
of  appropriations  paid  out  for  loans  under  this  title  or  available  as 
capital  to  the  fund,  less  the  average  undisbursed  cash  balance  in  the 
fund  during  the  year.  The  rate  of  such  interest  shall  be  determined 
by  the  Secretary  of  the  Treasury,  taking  into  consideration  the  average 
market  yield  during  the  month  preceding  each  fiscal  year  on  outstand¬ 
ing  Treasury  obligations  of  maturity  comparable  to  the  average 
maturity  of  loans  made  from  the  fund.  Interest  payments  may  be 
deferred  with  the  approval  of  the  Secretary  of  the  Treasury,  but  any 
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interest  payments  so  deferred  shall  themselves  bear  interest.  If  at  any 
time  the  Commissioner  determines  that  moneys  in  the  fund  exceed  the 
present  and  any  reasonably  prospective  future  requirements  of  the 
fund,  such  excess  may  be  transferred  to  the  general  fund  of  the 
Treasury.” 

Sec.  5.  Section  338(c)  of  the  Consolidated  Farmers  Home  Admin¬ 
istration  Act  of  1961  is  amended  by  striking  in  the  second  sentence 
‘•and  (8)  ”  and  inserting  in  lieu  thereof  “  (8)  section  8  of  the  Watershed 
Protection  and  Flood  Prevention  Act,  as  amended  (16  U.S.C.  1006a) ; 
(9)  section  32(e)  of  the  Bankhead- Jones  Farm  Tenant  Act,  as 
amended  (7  U.S.C.  1011)  ;  and  (10)”;  and  by  inserting  in  the  fifth 
sentence  after  “title,”  the  following:  “section  8  of  the  Watershed 
Protection  and  Flood  Prevention  Act,  as  amended,  and  section  32(e) 
of  the  Bankhead- Jones  Farm  Tenant  Act,  as  amended,”. 

Sec.  6.  (a)  Nothing  in  this  Act  shall  be  construed  to  repeal  or 
modify  the  provisions  of  section  1820(e)  of  title  38,  United  States 
Code,  respecting  the  authority  of  the  Administrator  of  Veterans’ 
Affairs. 

(b)  After  June  30,  1966,  no  department  or  agency  listed  in  section 
302(c)(2)  of  the  Federal  National  Mortgage  Association  Charter 
Act  may  sell  any  obligation  held  by  it  except  as  provided  in  section 
302(c)  of  that  Act,  or  as  approved  'by  the  Secretary  of  the  Treasury, 
except  that  this  prohibition  shall  not  apply  to  secondary  market  oper¬ 
ations  carried  on  by  the  Federal  National  Mortgage  Association. 

Sec.  7.  Paragraph  (7)  of  section  8  of  the  Federal  Credit  Union 
Act  ( 12  U.S.C.  1757)  is  amended  to  read : 

“(7)  to  invest  its  funds  (A)  in  loans  exclusively  to  members; 
(B)  in  obligations  of  the  United  States  of  America,  or  securities 
fully  guaranteed  as  to  principal  and  interest  thereby:  (C)  in 
accordance  with  rules  and  regulations  prescribed  by  the  Director, 
in  loans  to  other  credit  unions  in  the  total  amount  not  exceeding 
25  per  centum  of  its  paid-in  and  unimpaired  capital  and  surplus  ; 
(D)  in  shares  or  accounts  of  savings  and  loan  associations,  the 
accounts  of  which  are  insured  by  the  Federal  Savings  and  Loan 
Insurance  Corporation;  (E)  in  obligations  issued  by  banks  for 
cooperatives,  Federal  land  banks,  Federal  intermediate  credit 
banks,  Federal  home  loan  banks,  the  Federal  Home  Loan  Bank 
Board,  or  any  corporation  designated  in  section  101  of  the  Gov¬ 
ernment  Corporation  Control  Act  as  a  wholly  owned  Government 
corporation;  or  in  obligations,  participations,  or  other  instru¬ 
ments  of  or  issued  by,  or  fully  guaranteed  as  to  principal  ancl 
interest  by,  the  Federal  National  Mortgage  Association;  or  (F) 
in  participation  certificates  evidencing  beneficial  interests  in  obli¬ 
gations,  or  in  the  right  to  receive  interest  and  principal  collections 
therefrom,  which  obligations  have  been  subjected  by  one  or  more 
Government  agencies  to  a  trust  or  trusts  for  which  any  executive 
department,  agency,  or  instrumentality  of  the  United*  States  (or 
the  head  thereof)  has  been  named  to  act  as  trustee;”. 

Sec.  8.  The  Secretary  of  the  Treasury,  in  consultation  with  heads  of 
agencies  of  the  United  States  carrying  on  direct  loan  programs,  shall 
conduct  a  study,  in  such  manner  as  he  shall  determine,  on  the  feasibility, 
advantages,  ancl  disadvantages  of  direct  loan  programs  compared  to 
guaranteed  or  insured  loan  programs  and  shall  report  his  findings 
together  with  specific  legislative  proposals  to  the  Congress  not  later 
than  six  months  after  the  effective  date  of  this  Act.  There  are 
authorized  to  be  appropriated  such  sums  as  necessary  for  the  purpose 
of  this  section. 
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Sec.  !).  The  Federal  National  Mortgage  Association  is  authorized 
during  the  fiscal  year  196(»  to  sell — 

(1)  additional  participations  in  the  Government  Mortgage 
Liquidation  Trust,  and 

(2)  participations  in  a  trust  to  be  established  by  the  Small 
Business  Administration, 

each  without  regard  to  the  provisions  of  paragraph  (4)  of  section 
302(c)  of  the  Federal  National  Mortgage  Association  Charter  Act.  Ante,  p.  165. 
Approved  May  24,  1966. 
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